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1.0 Overview 
 

1.1 Introduction 
 

The Group Internal Payment Conditions outline the intra-group payment and settlement 

procedures. 

 

1.2 Objective 
 

The Group Internal Payment Conditions shall minimize the Group’s currency exposures and 

optimize the funding of working capital. The conditions shall furthermore ensure compliance 

with the arm’s-length standard in tax matters. 

 

This Group Instruction is applicable for all intra-group transactions. 

 
1.3 Group Directive cross-reference 

 
GD/GT-01 Finance 

GD/LC-24 Project Risk Evaluation and Order Approval 

 

1.4 Group Instruction cross-reference 
 
GI/TA-01.01 Tax Transfer Pricing 

 

 

2.0  Group Instruction requirements/content 
 

2.1 Roles and responsibilities 
 

 GF-GT and the Group CFO are responsible for defining payment terms and 

mandatory transaction currencies for intra-group cross-border transactions. 

 GF-GT and the Group CFO are responsible for defining the countries which 

must use the ABB Cash-in-Time (CIT) payment system.  

 The Country CFO is responsible for defining payment conditions for intra-

group transactions within the same country. 

 The ABB Arbitration Panel is responsible to make final and binding decisions 

for resolving disputes related to intra-group payments. 
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2.2 General  
 

Intra-group payment conditions are set in the best interest of the ABB Group. They are 

mandatory. All exceptions, including specific business reasons which require alternative 

payment conditions, need to be approved by Group Treasury (GF-GT) via the Global 

Business Unit, unless specifically addressed in this Group Instruction. 

 

Failing to adhere to the defined intra-group payment conditions may have a negative 

economic impact on the ABB Group and its Group companies. 

 

ABB Group companies 

 shall not be considered as credit risk to other Group companies. Therefore, letters of 

support (guarantees or letters of comfort) for commercial transactions between ABB 

Group companies are not permitted, except for counter-guarantees. 

 are not entitled to offset accounts payable with accounts receivable for internal 

transactions. 

 are allowed to charge interest on overdue accounts. Penalty interest shall be set at 

market rates. In case of disagreement, GF-GT will help in setting this rate. 

 

Agreed payment conditions must be stated on invoices and must be met by the paying 

company. To enable payments in CIT, the agreed payment conditions must specify due dates 

for Group internal invoices in accordance with the CIT netting schedule. If such due date is 

not a CIT settlement date, the payment shall be executed at the next CIT settlement date. 

 

Invoices not issued in accordance with the payment terms and/or payment currencies defined 

by this Group Instruction can be disputed by the payer in CIT (described in Appendix 3).  

 

2.3 Payment terms 
 

GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border 

sales and may review and update the list appropriately. Such changes do not modify the 

content of this Group Instruction. The mandatory payment terms are listed in Appendix 1 

and Appendix 2.  

 

Intra-group deliveries are to be settled 60 days after invoice date. If the due date is not a CIT 

settlement date, the payment shall be executed at the next CIT settlement date. 

 

Group internal payment terms 

 must reflect local market practice of the ABB buyer and shall be in the best interest of 

the ABB Group. 
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 both parties must respect the defined payment terms and the internal pricing models 

shall reflect this fact. 

 are defined on a ‘FCA (Free Carrier) seller’s premises’ Incoterms (International 

Commercial Terms) basis. Payment terms shall be adjusted accordingly in case other 

Incoterms are applied. 

 are defined on the basis of land or ship transportation. In case of air transportation, 

payment terms shall be adjusted accordingly. 

 are defined on the basis of the most common Group internal import flow of the ABB 

buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB 

Asia Pacific), such payment terms shall be adjusted accordingly to reflect the 

different transportation time. 

 

The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no 

exception (as mentioned in 2.5 of this Group Instruction) applies.   

 

Payment terms for intra-group transactions within the same country can be defined by the 

Country CFO, based on local market practice. 

 
2.4 Payment currency 
 

In general, intra-group transactions must be contracted in the local currency of the ABB 

buyer except where otherwise stated in Appendix 1 and Appendix 2. 

 

When invoicing in currencies other than the local currency, the ABB seller is allowed to add 

the hedging costs to the base price. Such costs shall reflect real market rates, typically 

provided by GTO. 

 
2.5 Exceptions 

 

2.5.1 Western Europe 
 

In Western Europe, intra-group deliveries must be settled 30 days after invoice date unless 

specified otherwise in Appendix 1. If the due date is not a CIT settlement date, the payment 

shall be executed at the next CIT settlement date. 

 

2.5.2 Countries with major imports from overseas 
 

GF-GT will set longer payment terms on a case by case basis, based on requests from 

Country CFO and Global Business Units. 
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2.5.3 Countries with currency restriction or special regulations 
 

GF-GT will set longer payment terms, especially for countries without access to Group 

Treasury Operations (GTO), where financing of working capital has to be arranged locally 

(avoiding expensive financing). 

 

For countries with currency restrictions, i.e. China and India, the Group internal payment 

currency shall be USD and EUR (both currencies). 

 

In large-scaled countries both parties together (ABB buyer and ABB seller) shall decide 

which of the two currencies to use. It shall be avoided that both parties need to enter into a 

hedging transaction, unless this has a negative effect for the ABB Group. 

 

Small-scaled countries are allowed to use the same currency for all their Group internal 

exports (instead of the local currency of the ABB buyer). 

 

2.5.4 Large projects / contractual relationship 
 

For large projects, the ABB Risk Review Committee may review and define the Group 

internal payment terms and currency.  

 

In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor 

or consortium agreement, the agreed payment terms and currency with the end customer 

shall also be applied between the involved ABB Group companies. 

 

2.5.5 BU Turbocharging 
 

Due to the specific business requirements, GF-GT has approved that BU Turbocharging is 

allowed to continue with their existing BU internal standard payment conditions. 

 

The BU Turbocharging standard worldwide payment terms are part of the business model. 

The transfer price concept ensures that all Local Business Units (LBU) are treated in the 

same way. As a consequence, payment terms are standardized, which in addition supports 

that shorter payment terms are passed on to customers (also to Original Equipment 

Manufacturer OEM customers). Payment terms generally applied for intra-group transactions 

of BU Turbocharging are as follows: 

Europe: 30 days based on Incoterms CIP destination airport 

Overseas: 45 days based on Incoterms CIP destination airport 

 

To avoid different prices for service customers, the BU Turbocharging has global sales 

prices in CHF as the base currency. Service customer invoicing by the LBUs is done in local 

(or other) currency by using current CHF exchange rates. OEM customers are normally 

invoiced in CHF. 
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2.5.6 Price list items 
 

Price lists and related invoicing shall only be available in EUR, USD, or in the payment 

currency of the ABB buyer (to be decided by the ABB seller, together with the Global 

Business Unit). 

 

Before a price list in a currency other than that previously used becomes effective, the 

implication of the currency decision must be discussed and approved by the Global Business 

Unit in cooperation with GF-GT.  

 

Hedging costs on price list items shall be defined and agreed with the Global Business Unit 

and must be included in the price list. 

 

Price lists with indicative pricing do not qualify for the above exception. 

 

2.5.7 Contract manufacturing 
 

Contract manufacturing arrangements must be approved by the Global Business Unit and 

GF-GT. All hedging costs incurred by the ABB seller must be borne by the ABB buyer. 

 

2.5.7.1  Local currency of the ABB manufacturer and/or the 
ABB buyer is fully convertible 

 

Price lists shall be available in the local currency of the ABB manufacturer. Group internal 

invoicing shall be done in the local currency of the ABB manufacturer. 

 

2.5.7.2  Local currency of the ABB manufacturer and/or the 
ABB buyer is not fully convertible 

 

Group internal invoicing shall be done in the currency defined by the ABB buyer. 
 

The implication of the invoice currency decision must be discussed and agreed with the 

Country CFO or Country Treasurer of the ABB manufacturer. 

 

The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice 

currency. 
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2.5.8 Alternative invoice currencies 
 

The ABB buyer is allowed to accept alternative invoice currencies in case this will create a 

natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign 

currency) or if it is in another way beneficial for the buyer. 

 

2.6 ABB Cash-in-Time (CIT) payment system 
 

All ABB Group companies in countries which can legally and technically participate must 

pay all intra-group invoices within the ABB CIT payment system. Appendix 3 hereto 

contains detailed rules and the participating countries for cross-border sales and for domestic 

sales.  

 

GF-GT and the Group CFO may review and update Appendix 3 as and when deemed 

appropriate. 

 

2.7 Monitoring 
 

 The ABB Arbitration Panel process allows the Group companies to raise a 

dispute whenever they are not treated according to this Group Instruction (by 

the other party). 

 GF-GT and the Group CFO review Appendix 1 and 2 on a yearly basis. 

 The Country/Company CFO confirms in the Assurance Report (quarterly) 

adherence to the Group Directives/Instructions. 

 

 

3.0 Appendices and attachments 
 

3.1 Corresponding authorization limits (where applicable) 
 

See ABB Group Authorization Regulations 

 

3.2 Appendices 
 

Appendix 1 - Country Overview (Mandatory Payment Terms for Cross-Border Sales) 

Appendix 2 - Payment Conditions for Intra-Group Arrangements 

Appendix 3 - Cash-In-Time Payments of Group Internal Invoices and Countries Participating 

 

3.3 Attachments 
 

Not applicable 
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1.0 Overview


1.1 Introduction


The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.

1.2 Objective


The Group Internal Payment Conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in tax matters.

This Group Instruction is applicable for all intra-group transactions.

1.3 Group Directive cross-reference


GD/GT-01 Finance

GD/LC-24 Project Risk Evaluation and Order Approval


1.4 Group Instruction cross-reference


GI/TA-01.01 Tax Transfer Pricing

2.0  Group Instruction requirements/content


2.1 Roles and responsibilities


· GF-GT and the Group CFO are responsible for defining payment terms and mandatory transaction currencies for intra-group cross-border transactions.


· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB Cash-in-Time (CIT) payment system. 

· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.

· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.

2.2 General 


Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Treasury (GF-GT) via the Global Business Unit, unless specifically addressed in this Group Instruction.

Failing to adhere to the defined intra-group payment conditions may have a negative economic impact on the ABB Group and its Group companies.

ABB Group companies


· shall not be considered as credit risk to other Group companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB Group companies are not permitted, except for counter-guarantees.

· are not entitled to offset accounts payable with accounts receivable for internal transactions.

· are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.


Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in CIT, the agreed payment conditions must specify due dates for Group internal invoices in accordance with the CIT netting schedule. If such due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.

Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in CIT (described in Appendix 3). 

2.3 Payment terms

GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. The mandatory payment terms are listed in Appendix 1 and Appendix 2. 

Intra-group deliveries are to be settled 60 days after invoice date. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.

Group internal payment terms

· must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.

· both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.


· are defined on a ‘FCA (Free Carrier) seller’s premises’ Incoterms (International Commercial Terms) basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.

· are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.


· are defined on the basis of the most common Group internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.


The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in 2.5 of this Group Instruction) applies.  


Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.

2.4 Payment currency

In general, intra-group transactions must be contracted in the local currency of the ABB buyer except where otherwise stated in Appendix 1 and Appendix 2.

When invoicing in currencies other than the local currency, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.

2.5
Exceptions


2.5.1
Western Europe

In Western Europe, intra-group deliveries must be settled 30 days after invoice date unless specified otherwise in Appendix 1. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.

2.5.2
Countries with major imports from overseas

GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.

2.5.3
Countries with currency restriction or special regulations

GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (GTO), where financing of working capital has to be arranged locally (avoiding expensive financing).

For countries with currency restrictions, i.e. China and India, the Group internal payment currency shall be USD and EUR (both currencies).


In large-scaled countries both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.


Small-scaled countries are allowed to use the same currency for all their Group internal exports (instead of the local currency of the ABB buyer).


2.5.4
Large projects / contractual relationship

For large projects, the ABB Risk Review Committee may review and define the Group internal payment terms and currency. 


In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms and currency with the end customer shall also be applied between the involved ABB Group companies.

2.5.5
BU Turbocharging

Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.


The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to Original Equipment Manufacturer OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:


Europe:
30 days based on Incoterms CIP destination airport


Overseas:
45 days based on Incoterms CIP destination airport


To avoid different prices for service customers, the BU Turbocharging has global sales prices in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.


2.5.6
Price list items

Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).


Before a price list in a currency other than that previously used becomes effective, the implication of the currency decision must be discussed and approved by the Global Business Unit in cooperation with GF-GT. 


Hedging costs on price list items shall be defined and agreed with the Global Business Unit and must be included in the price list.


Price lists with indicative pricing do not qualify for the above exception.


2.5.7
Contract manufacturing


Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs incurred by the ABB seller must be borne by the ABB buyer.


2.5.7.1  Local currency of the ABB manufacturer and/or the ABB buyer is fully convertible

Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.


2.5.7.2  Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible

Group internal invoicing shall be done in the currency defined by the ABB buyer.

The implication of the invoice currency decision must be discussed and agreed with the Country CFO or Country Treasurer of the ABB manufacturer.

The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency.

2.5.8
Alternative invoice currencies


The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.

2.6
ABB Cash-in-Time (CIT) payment system


All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB CIT payment system. Appendix 3 hereto contains detailed rules and the participating countries for cross-border sales and for domestic sales. 


GF-GT and the Group CFO may review and update Appendix 3 as and when deemed appropriate.

2.7
Monitoring


· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to this Group Instruction (by the other party).

· GF-GT and the Group CFO review Appendix 1 and 2 on a yearly basis.


· The Country/Company CFO confirms in the Assurance Report (quarterly) adherence to the Group Directives/Instructions.

3.0 Appendices and attachments


3.1 Corresponding authorization limits (where applicable)


See ABB Group Authorization Regulations

3.2 Appendices


Appendix 1 - Country Overview (Mandatory Payment Terms for Cross-Border Sales)

Appendix 2 - Payment Conditions for Intra-Group Arrangements

Appendix 3 - Cash-In-Time Payments of Group Internal Invoices and Countries Participating


3.3 Attachments


Not applicable
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.


1.2 Objective(s)



The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.


This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 


1.3 Group directive cross-reference



GD/FT-01 Finance


GD/LC-24 Project Risk Evaluation and Order Approval






1.4 Group Instruction cross-reference



GI/FT-02.01 Tax Transfer Pricing


2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 


· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.


· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.


Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.


Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 


2.3 Payment terms


Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.


Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.


Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.



Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.



Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.


GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 


The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  



Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.


ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.3.1 General approach


Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.


As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.



Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.


2.3.2 Exceptions


2.3.2.1 Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.


2.3.2.2 Countries with major imports from overseas


GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.3.2.3 Countries with currency restriction or special regulations


GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).


2.3.2.4 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.



2.3.2.5 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe: 30 days based on Incoterms CIP destination airport.



Overseas: 45 days based on Incoterms CIP destination airport.


2.4 Payment currency


GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.


2.4.1 General approach


In general, intra-group transactions must be contracted in the local currency of the buyer.


In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.


2.4.2 Exceptions


2.4.2.1 Smaller countries with currency restrictions


For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).



Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions


For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).



Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.



Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.3 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.


In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.



2.4.2.4 Price list items


Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).


Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 



Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.



Price lists with indicative pricing do not qualify for the above exception.



2.4.2.5 Contract Manufacturing



Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.



2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.



2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.



The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.


2.4.2.6 Alternative invoice currencies



The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.


2.4.2.7 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.


To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.



2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).


· The Group CFO reviews Appendix 1 and 2 on a yearly basis.



· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulation Number 2.10


3.2 Appendices



Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)


Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements


Appendix 3 - Payment of Group internal invoices



Appendix 4 - List of countries participating in cross-border netting



3.3 Attachments



Not applicable
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Appendix 2



			Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.


ABBHO



ABBZH



CHAMS



CHGPL



CHOVM



CHRES



CHTET



GGEQU



GGESP



SETET



GTO (NLCAL and SGTRE)


Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET


ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GGEQU


ESAP Charge-Outs
GGESP


ABB Division/BU License Fees
SETET











Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).


4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.


e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.


f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium


Bolivia


Brazil


Bulgaria



Canada



Chile



China



Colombia



Czech Republic



Denmark



Ecuador



El Salvador



Egypt



Estonia



Finland



France



Germany


Greece



Hong Kong





			Hungary


India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Korea



Kuwait



Latvia



Lebanon


Lithuania


Luxembourg



Malaysia



Mauritius



Mexico



New Zealand



Netherlands


Norway



Oman



Panama



Peru






			Philippines


Poland



Portugal



Qatar



Romania



Russia



Saudi Arabia



Singapore



Slovakia


Slovenia


South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand


Turkey


United Arab Emirates


United Kingdom


United States of America



Venezuela


Vietnam








List of Countries/Groups participating in Domestic Netting



			Belgium


China


Germany





			Norway


Spain


Sweden





			Switzerland


United Kingdom


United States of America












* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History




				Revision



				Approved By



				Date



				Revision Notes







				1.0



				Group Directive Committee by circulation



				June 12, 2007



				All changes are highlighted







				



				



				



				







				



				



				



				











Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia












				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan




Venezuela








				120 days after receipt of goods or services












				Argentina








				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.







1.2 Objective(s)




The Group-internal payment conditions shall minimize the 



intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance











1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· 



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 












Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.











ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








2.4.1 







In case 



2.4.2 



2.4.2.1 







the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor



2.4.2.4 



















2.4.2.5 



” arrangements



2.4.2.5.1 







2.4.2.5.2 







, i.e. purchase 



2.4.2.6 



· and sales are made in the same (foreign currency.



2.4.2.7 











2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews Appendix 1 and 2 on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History
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				Revision Notes
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				Group Directive Committee by circulation



				June 12, 2007



				Please find in enclosed file changes to previous document highlighted by track changes:
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Appendix 1




Country Overview
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL, SGTRE, and USTCE)



Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP



ABB Division/BU License Fees
SETET



















				



				







				































				











				



















				











				











				



































· 



· 



				







































				



















				







































				











































































				











				



















































































				











				











				



















































Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium








Brazil








Canada




Chile




China








Columbia




Czech Republic




Denmark












Egypt




Estonia




Finland




France




Germany












Great Britain








				







Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan








Kuwait




Latvia




Lebanon







Luxembourg




Malaysia








Mexico




New Zealand




Netherlands























				







Philippines




Poland




Portugal












Russia




Saudi Arabia




Singapore




Slovakia








South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand








United Arab Emirate







United States of America




Venezuela















List of Countries/Groups participating in Domestic Netting




				







Belgium




China



























Germany












				Norway



Spain



Sweden



































				























Switzerland




United Kingdom



United States of America
















* operating outside the Country Holding structure



ABB Group 
                                                                                                      Page 17 of 19



				



				Group Instruction Title:



				Group Internal Payment Conditions







				



				Group Instruction Number:



				GI/FT-01.09







				



				Group Instruction Owner:



				Head of GF-FT







				



				Related Group Directive(s)



				GD/FT - 01 Finance







				



				Approved By:



				CEO







				



				Effective Date:



				May 5, 2009















_1274767660.doc



					




					Group Instruction Title:




					Group Internal Payment Conditions









					




					Group Instruction Number:




					GI/FT-01.09









					




					Group Instruction Owner:




					Head of GF-FT









					




					Related Group Directive(s)




					GD/FT-01









					




					Approved By:




					CEO









					




					Effective Date:




					November 19, 2007



















1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.





Country Reporting 
Currency





Group 
Internal 
Import 





Currency





Group 
Internal 
Export 





Currency





Group 
Internal 





Payment 
Terms





Reporting 
Code





Company Name





ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger





ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney





AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA





AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia





BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo





CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec





CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)





CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal





CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong





COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska





* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde





** 90 days for Group internal purchases
   related to Vestas





ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo





EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez





EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki





1/5



















Country Reporting 
Currency





Group 
Internal 
Import 





Currency





Group 
Internal 
Export 





Currency





Group 
Internal 





Payment 
Terms





Reporting 
Code





Company Name





FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering





GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde





GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens





HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong





HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore





INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka





INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta





IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin





EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan





EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)





JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo





JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman





KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty





KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya





MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla





MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only





MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek





ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam





EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam





NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland





NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja





NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad





NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen





OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore





PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby





AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska





PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010





PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto





QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest





RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow





RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow





SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar





SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore





SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore





SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit





USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill





SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna





SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)





TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei





TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok





THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok





TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis





TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul





UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi





AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)





UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)





URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas





VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare





***** due to CADIVI, reviewed regularly
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 15 of 19 
 






Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Reporting Currency



				



								Country Overview (Mandatory payment terms for cross-border sales)



								Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.



								Group-Internal payment terms per country relate to all reporting units unless specifically listed



								In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



								Group-internal payment terms are defined on the basis of land or ship transportation.



								In case of air transportation, payment terms shall be reduced accordingly.



								Country				Reporting Currency				Group Internal Import Currency				Group Internal Export Currency				Group Internal Payment Terms				Reporting Code				Company Name



								ALGERIA				DZD				USD				USD				60				DZ				All DZ based reporting codes



								ANGOLA				USD				USD				USD				60				AOABB				ABB Electrica SGPS, Lda., Luanda



								ARGENTINA				ARS				USD				USD				120				ARABB				ABB S.A., Buenos Aires



								AUSTRALIA				AUD				AUD				-				75				AU				All AU based reporting codes



								AUSTRIA				EUR				EUR				-				60				ATABB				ABB AG, Vienna



								AZERBAIJAN				AZN				USD				USD				60				AZABB				ABB Azerbaijan LLC, Baku



								BAHRAIN				BHD				USD				USD				60				BHARE				ABB Technologies W.L.L., Bahrain



								BELGIUM				EUR				EUR				-				30				BEABB				ABB N.V., Zaventem



								BOLIVIA				USD				USD				USD				90				BOABB				Asea Brown Boveri Ltda., La Paz



								BOTSWANA				USD				USD				USD				60				BWABB				ABB (Pty) Ltd., Gaborone



								BRAZIL				BRL				USD				USD				90				BRABB				ABB Ltda., Osasco



								BULGARIA				BGN				EUR				EUR				60				BG				All BG based reporting codes



								CAMEROON				XAF				EUR				EUR				90				CMABB				Asea Brown Boveri S.A., Douala



								CANADA				CAD				CAD				-				60				CA				All CA based reporting codes



								CHILE				CLP				USD				USD				90				CL				All CL based reporting codes



								CHINA				CNY				USD, EUR				USD, EUR				90				CN				All CN based reporting codes



								COLOMBIA				COP				USD				USD				90				COABB				Asea Brown Boveri Ltda., Bogotá



								COTE D'IVOIRE				XOF				EUR				EUR				90				CIABB				ABB Technology SA, Abidjan



								CROATIA				HRK				EUR				EUR				60				HRABB				ABB Ltd., Zagreb



								CZECH REPUBLIC				CZK				EUR*				-				60				CZABB				ABB s.r.o., Sokolovska



																* CZK for Research Centers



								DENMARK				DKK				DKK				-				30**				DKABB				ABB A/S, Skovlunde



																** 90 days for Group internal purchases



																related to Vestas



								ECUADOR				USD				USD				USD				90				ECABB				ABB Ecuador S.A., Quito



								EGYPT				EGP				USD				USD				90				EG				All EG based reporting codes



								EL SALVADOR				USD				USD				USD				90				SVABB				ABB S.A. de CV, San Salvador



								ESTONIA				EEK				EUR				EUR				60				EEABB				ABB AS, Tallinn



								FINLAND				EUR				EUR				-				30				FI				All FI based reporting codes



								FRANCE				EUR				EUR				-				60				FR				All FR based reporting codes



								GERMANY				EUR				EUR				-				30				DE				All DE based reporting codes



								GREECE				EUR				EUR				-				90				GR				All GR based reporting codes



								HONG KONG				HKD				USD, EUR				USD, EUR				90				HK				All HK based reporting codes



								HUNGARY				HUF				EUR				EUR				60				HUABB				ABB Engineering Trading and Service Ltd., Budapest



								INDIA				INR				USD, EUR				USD, EUR				120				IN				All IN based reporting codes



								INDONESIA				IDR				USD				USD				90				ID				All ID based reporting codes



								IRAN, ISLAMIC REPUBLIC OF				IRR				EUR				EUR				60				IRABB				ABB (P.J.S.C.), Teheran



								IRELAND				EUR				EUR				-				60				IE				All IE based reporting codes



								ISRAEL				ILS				EUR				EUR				90				ILABB				ABB Technologies Ltd., Tirat Carmel



								ITALY				EUR				EUR				-				60				IT				All IT based reporting codes



								JAPAN				JPY				JPY				-				90				JP				All JP based reporting codes



								JORDAN				JOD				USD				USD				60				JO				All DE based reporting codes



								KAZAKHSTAN				KZT				USD				USD				60				KZ				All KZ based reporting codes



								KENYA				USD				USD				USD				60				KEABB				ABB Limited, Nairobi



								KOREA, REPUBLIC OF				KRW				USD				USD				90				KRABB				ABB Ltd., Seoul



								KUWAIT				KWD				KWD				-				60				KWABB				ABB Engg. Technologies Co. (KSCC), Safat



								LATVIA				LVL				EUR				EUR				60				LVABB				ABB SIA, Riga



								LEBANON				USD				USD				USD				60				LBELE				ABB Electrical Co. S.A.L., Beirut



								LITHUANIA				LTL				EUR				EUR				60				LTABB				ABB UAB, Vilnius



								MALAYSIA				MYR				USD				USD				60				MY				All MY based reporting codes



								MAURITIUS				MUR				EUR				EUR				90				MUABB				Asea Brown Boveri Ltd., Port Louis



								MEXICO				MXN				USD				USD***				60				MX				All MX based reporting codes



																*** valid for NAFTA only



								MOROCCO				MAD				EUR				EUR				90				MAABB				ABB S.A., Casablanca



								NAMIBIA				USD				USD				USD				60				NA				All NA based reporting codes



								NETHERLANDS				EUR				EUR				-				30				NLABB				ABB BV, Rotterdam



												EUR				EUR				-				30				NLATP				ABB Holdings BV, Amsterdam



												EUR				EUR				-				30				NLGAS				ABB Group Accounting Services B.V., Amstelveen



												USD				USD				-				30				NLCAL				ABB Capital, B.V., Amsterdam



												USD				USD				-				30				NLEVE				ABB Equity Ventures B.V., Amsterdam



												USD				USD				-				30				NLFIN				ABB Finance B.V., Amsterdam



												USD				USD				-				30				NLPRJ				ABB Equity Ventures Projects B.V., Amsterdam



								NEW CALEDONIA (FR)				AUD				AUD				-				75				NCABB				ABB SAS, New Caledonia



								NEW ZEALAND				NZD				NZD				-				75				NZ				All NZ based reporting codes



								NIGERIA				NGN				EUR				EUR				90				NG				All NG based reporting codes



								NORWAY				NOK				NOK				-				30				NO				All NO based reporting codes



								OMAN				OMR				USD				USD				60				OMABB				ABB LLC, Al Hamriya



								PAKISTAN				PKR				USD				USD				90				PK				All DE based reporting codes



								PANAMA				USD				USD				-				90				PAABB				ABB S.A., Panama



								PAPUA NEW GUINEA				AUD				AUD				-				75				PG				All PG based reporting codes



								PERU				PEN				USD				USD				90				PEABB				ABB S.A., Lima



								PHILIPPINES				PHP				USD				USD				90				PHABB				Asea Brown Boveri Inc., Paranaque, Metro Manila



								POLAND				EUR				EUR				-				60				PLENT				ABB Entrelec Sp. zo.o., Nova Wies Leborska



												PLN				PLN****				-				60				PLABB				ABB Sp. zo.o., Warsaw



																**** to be reviewed in 2010



								PORTUGAL				EUR				EUR				-				90				PT				All PT based reporting codes



								QATAR				QAR				USD				USD				60				QAABB				ABB Qatar LLC., Doha



								ROMANIA				RON				EUR				EUR				90				RO				All RO based reporting codes



								RUSSIAN FEDERATION				RUB				EUR				EUR				90				RU				All RU based reporting codes



								SAUDI ARABIA				SAR				USD				USD				90				SA				All SA based reporting codes



								SENEGAL				XOF				EUR				EUR				90				SNHER				ABB Technologies S.A., Dakar



								SERBIA				EUR				EUR				EUR				60				RSABB				ABB d.o.o., Belgrade



								SINGAPORE				SGD				SGD				-				60				SG				All SG based reporting codes



								SLOVAKIA				SKK				EUR				EUR				60				SKABB				ABB, s.r.o., Bratislava



								SLOVENIA				EUR				EUR				-				60				SIABB				ABB D.o.o., Ljubljana



								SOUTH AFRICA				ZAR				ZAR				-				60				ZA				All ZA based reporting codes



								SPAIN				EUR				EUR				-				90				ES				All ES based reporting codes



								SWEDEN				SEK				SEK				-				30				SE				All SE based reporting codes



								SWITZERLAND				CHF				CHF				-				30				CH				All CH based reporting codes, incl. Swiss based holding companies



								TAIWAN, PROVINCE OF CHINA				TWD				USD				USD				120				TW				All TW based reporting codes



								TANZANIA, UNITED REPUBLIC				USD				USD				USD				90				TZABB				ABB Limited, Dar Es Salaam



								THAILAND				THB				USD				USD				75				TH				All TH based reporting codes



								TUNISIA				EUR				EUR				EUR				90				TN				All TN based reporting codes



								TURKEY				USD				EUR				EUR				60				TR				All TR based reporting codes



								UGANDA				USD				USD				USD				90				UGABB				ABB Ltd., Kampala



								UKRAINE				USD				EUR				EUR				90				UAABB				ABB Ltd., Kiev



								UNITED ARAB EMIRATES				AED				USD				USD				60				AEAUT				ABB Automation L.L.C., Abu Dhabi



												AED				USD				USD				90				AEFLC				ABB Industries FZ, Dubai



												AED				USD				USD				90				AEIND				ABB Industries (L.L.C.), Dubai



												AED				USD				USD				60				AETAD				ABB Transmission & Distribution Ltd., Abu Dhabi



												EUR				USD				USD				60				AEPSP				ABB Power Systems, Abu Dhabi Branch (non legal entity)



								UNITED KINGDOM				GBP				GBP				-				60				GB				All GB based reporting codes



								UNITED STATES				USD				USD				-				60				US				All US based reporting codes



								URUGUAY				UYU				USD				USD				120				UYABB				ABB S.A., Montevideo (ARABB branch office)



								VENEZUELA				VEF				USD				USD				180*****				VEABB				Asea Brown Boveri S.A., Caracas



																***** due to CADIVI, reviewed regularly



								VIETNAM				VND				USD				USD				90				VNTRA				ABB Ltd., Hanoi



								ZAMBIA				USD				USD				USD				90				ZMPLS				ABB Ltd., Lusaka



								ZIMBABWE				USD				USD				USD				90				ZWPLS				ABB (Private) Ltd., Harare
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia








				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan












				120 days after receipt of goods or services












				Argentina




Venezuela







				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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1.0 Overview 
 





1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 





1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 





1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 





1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 





2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-





group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 





currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 





the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 





transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 





for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  





 
2.3 Payment terms 
 





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 





Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





2.5 ABB payment system 
 





All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 





 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 





dispute whenever they are not treated according to the Group instruction (by 
the other party). 





 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 





 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 





 
 
 
 
 
 



















Group Instruction Title: Group Internal Payment 
Conditions 





Group Instruction Number: GI/FT-01.09 
ABB 





Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 





 
ABB Group                                                                                                         Page 4 of 19 
 





3.0 Appendices and attachments 
 





3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 





3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 





 
Not applicable 
 
4.0 Revision History 
 
 





Revision Approved By Date Revision Notes 
1.0 Group 





Directive 
Committee by 





circulation 





June 12, 
2007 





All changes are highlighted 
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Appendix 1 
 
 





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 





For sales to Payment term 
 





China (excl. Hong Kong) 
India 
Israel 
Korea 





Philippines 
Russia 





Saudi Arabia 
Venezuela 





 





 
 
 
 





90 days after receipt of goods or services 
 





 
Brazil 
Egypt 





Indonesia 
Taiwan 





 
 





 
120 days after receipt of goods or services 





 





 
Argentina 





 





 
180 days after receipt of goods or services 
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Appendix 2 





MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 





Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 





Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 





Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 





Special – operating outside country 
holding structures





Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 





PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 





Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  





 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 





invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 





ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 





 
• to receive payments from and to make payments to other Users 





• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 





 
 
3.4 The “Settlement Center” is responsible for: 
 





• facilitating the resolution of cross-border payment disputes between Users 





• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 





• administering a special dispute resolution database (the “Dispute Resolution 
System”). 





 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 





arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 





 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 





 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  





 
 
4.2 Fees





  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 





4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  





 
 
5. The Settlement Process 





(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 





 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 





a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 





amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 





 
e. If the Country Controllers resolve the dispute, they must document their agreement 





in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-





Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 





 
g. The Payee must prepare a short summary of his claim describing the facts relating to 





his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  





 
h. The Arbitration Panel will make a final and binding decision based on the above 





documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 





 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 





shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 





the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 





would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  





 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 





A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  





< 20,000 1,000  





20,001 to 500,000 1,000 5% over 20,000 





500,001 to 1,000000 25,000 3% over 500,000 





1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 





> 7,000,001 82,000  





The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 





Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 





• 





• 





• 





• 





The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 





Use of retaliatory or unjust invoicing. 





Unjust dispute flagging 





Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 





 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 





Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  





 
 
 
6. Set-Off 
 





The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  





 
 
 
7. Term Sheet 
 





A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 





LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 





Argentina 
Aruba 





Australia 
Austria 
Bahrain 
Belgium 
Brazil 





Canada 
Chile 
China 





Columbia 
Czech Republic 





Denmark 
Egypt 





Estonia 
Finland 
France 





Germany 
Great Britain 





 





Greece 
Hong Kong  





Hungary 
India 





Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 





Lebanon 
Luxembourg 





Malaysia 
Mexico 





New Zealand 
Netherlands 





Norway 
Peru  





Philippines 
Poland 





Portugal 
Russia 





Saudi Arabia 
Singapore 
Slovakia 





South Africa 
Spain 





Sweden 
Switzerland 





Taiwan 
Thailand 





United Arab Emirate 
United States of America 





Venezuela 





 
 





 





LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 





Czech Republic 
Denmark 





Financial Services* 
Finland 
France 





Germany 
Great Britain 





 





Holding Companies* 
Hong Kong  





Italy 
Japan 





Kent Group* 
 Lummus Global Group* 





New Zealand 
Netherlands 





Norway 
Poland 





Portugal 
Singapore 





Spain 
Sweden 





Switzerland 
United States of America 





Vetco Gray Group* 





* operating outside the Country Holding structure 
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.


1.2 Objective(s)



The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.


This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 


1.3 Group directive cross-reference



GD/GT-01 Finance


GD/LC-24 Project Risk Evaluation and Order Approval



1.4 Group Instruction cross-reference



GI/TA-01.01 Tax Transfer Pricing


2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 


· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.


· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.


Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.


Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 


2.3 Payment terms


Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.


Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.


Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.



Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.



Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.


GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 


The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  



Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.


ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.3.1 General approach


Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.


As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.



Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.


2.3.2 Exceptions


2.3.2.1 Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.


2.3.2.2 Countries with major imports from overseas


GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.3.2.3 Countries with currency restriction or special regulations


GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).


2.3.2.4 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.



2.3.2.5 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe: 30 days based on Incoterms CIP destination airport.



Overseas: 45 days based on Incoterms CIP destination airport.


2.4 Payment currency


GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.


2.4.1 General approach


In general, intra-group transactions must be contracted in the local currency of the buyer.


In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.


2.4.2 Exceptions


2.4.2.1 Smaller countries with currency restrictions


For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).



Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions


For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).



Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.



Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.3 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.


In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.



2.4.2.4 Price list items


Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).


Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 



Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.



Price lists with indicative pricing do not qualify for the above exception.



2.4.2.5 Contract Manufacturing



Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.



2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.



2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.



The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.


2.4.2.6 Alternative invoice currencies



The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.


2.4.2.7 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.


To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.



2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).


· The Group CFO reviews Appendix 1 and 2 on a yearly basis.



· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulation Number 2.10


3.2 Appendices



Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)


Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices



Appendix 4 - List of countries participating in cross-border netting



3.3 Attachments



Not applicable
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Appendix 2



			Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.


ABBHO



ABBZH



CHAMS



CHGPL



CHOVM



CHRES



CHTET



GGEQU



GGESP



SETET



NLCAL (GTO)


Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET


ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GGEQU


ESAP Charge-Outs
GGESP


ABB Division/BU License Fees
SETET











Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).


4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.


e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.


f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium


Bolivia


Brazil


Bulgaria



Canada



Chile



China



Colombia



Czech Republic



Denmark



Ecuador



El Salvador



Egypt



Estonia



Finland



France



Germany


Greece



Hong Kong





			Hungary


India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Korea



Kuwait



Latvia



Lebanon


Lithuania


Luxembourg



Malaysia



Mauritius



Mexico



New Zealand



Netherlands


Norway



Oman



Panama



Peru






			Philippines


Poland



Portugal



Qatar



Romania



Russia



Saudi Arabia



Singapore



Slovakia


Slovenia


South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand


Turkey


United Arab Emirates


United Kingdom


United States of America






Vietnam








List of Countries/Groups participating in Domestic Netting



			Belgium


China


Germany





			Norway


Spain


Sweden





			Switzerland


United Kindom


United States of America












* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History




				Revision
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				Group Directive Committee by circulation
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				All changes are highlighted







				



				



				



				







				



				



				



				











Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia












				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan




Venezuela








				120 days after receipt of goods or services












				Argentina








				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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Reporting Currency



				



								Country Overview (Mandatory payment terms for cross-border sales)



								Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.



								Group-Internal payment terms per country relate to all reporting units unless specifically listed



								In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



								Group-internal payment terms are defined on the basis of land or ship transportation.



								In case of air transportation, payment terms shall be reduced accordingly.



								Country				Reporting Currency				Group Internal Import Currency				Group Internal Export Currency				Group Internal Payment Terms				Reporting Code				Company Name



								ALGERIA				DZD				USD				USD				60				DZ				All DZ based reporting codes



								ANGOLA				USD				USD				USD				60				AOABB				ABB Electrica SGPS, Lda., Luanda



								ARGENTINA				ARS				USD				USD				120				ARABB				ABB S.A., Buenos Aires



								AUSTRALIA				AUD				AUD				-				75				AU				All AU based reporting codes



								AUSTRIA				EUR				EUR				-				60				ATABB				ABB AG, Vienna



								AZERBAIJAN				AZN				USD				USD				60				AZABB				ABB Azerbaijan LLC, Baku



								BAHRAIN				BHD				USD				USD				60				BHARE				ABB Technologies W.L.L., Bahrain



								BELGIUM				EUR				EUR				-				30				BEABB				ABB N.V., Zaventem



								BOLIVIA				USD				USD				USD				90				BOABB				Asea Brown Boveri Ltda., La Paz



								BOTSWANA				USD				USD				USD				60				BWABB				ABB (Pty) Ltd., Gaborone



								BRAZIL				BRL				USD				USD				90				BRABB				ABB Ltda., Osasco



								BULGARIA				BGN				EUR				EUR				60				BG				All BG based reporting codes



								CAMEROON				XAF				EUR				EUR				90				CMABB				Asea Brown Boveri S.A., Douala



								CANADA				CAD				CAD				-				60				CA				All CA based reporting codes



								CHILE				CLP				USD				USD				90				CL				All CL based reporting codes



								CHINA				CNY				USD, EUR				USD, EUR				90				CN				All CN based reporting codes



								COLOMBIA				COP				USD				USD				90				COABB				Asea Brown Boveri Ltda., Bogotá



								COTE D'IVOIRE				XOF				EUR				EUR				90				CIABB				ABB Technology SA, Abidjan



								CROATIA				HRK				EUR				EUR				60				HRABB				ABB Ltd., Zagreb



								CZECH REPUBLIC				CZK				EUR*				-				60				CZABB				ABB s.r.o., Sokolovska



																* CZK for Research Centers



								DENMARK				DKK				DKK				-				30**				DKABB				ABB A/S, Skovlunde



																** 90 days for Group internal purchases



																related to Vestas



								ECUADOR				USD				USD				USD				90				ECABB				ABB Ecuador S.A., Quito



								EGYPT				EGP				USD				USD				90				EG				All EG based reporting codes



								EL SALVADOR				USD				USD				USD				90				SVABB				ABB S.A. de CV, San Salvador



								ESTONIA				EEK				EUR				EUR				60				EEABB				ABB AS, Tallinn



								FINLAND				EUR				EUR				-				30				FI				All FI based reporting codes



								FRANCE				EUR				EUR				-				60				FR				All FR based reporting codes



								GERMANY				EUR				EUR				-				30				DE				All DE based reporting codes



								GREECE				EUR				EUR				-				90				GR				All GR based reporting codes



								HONG KONG				HKD				USD, EUR				USD, EUR				90				HK				All HK based reporting codes



								HUNGARY				HUF				EUR				EUR				60				HUABB				ABB Engineering Trading and Service Ltd., Budapest



								INDIA				INR				USD, EUR				USD, EUR				120				IN				All IN based reporting codes



								INDONESIA				IDR				USD				USD				90				ID				All ID based reporting codes



								IRAN, ISLAMIC REPUBLIC OF				IRR				EUR				EUR				60				IRABB				ABB (P.J.S.C.), Teheran



								IRELAND				EUR				EUR				-				60				IE				All IE based reporting codes



								ISRAEL				ILS				EUR				EUR				90				ILABB				ABB Technologies Ltd., Tirat Carmel



								ITALY				EUR				EUR				-				60				IT				All IT based reporting codes



								JAPAN				JPY				JPY				-				90				JP				All JP based reporting codes



								JORDAN				JOD				USD				USD				60				JO				All DE based reporting codes



								KAZAKHSTAN				KZT				USD				USD				60				KZ				All KZ based reporting codes



								KENYA				USD				USD				USD				60				KEABB				ABB Limited, Nairobi



								KOREA, REPUBLIC OF				KRW				USD				USD				90				KRABB				ABB Ltd., Seoul



								KUWAIT				KWD				KWD				-				60				KWABB				ABB Engg. Technologies Co. (KSCC), Safat



								LATVIA				LVL				EUR				EUR				60				LVABB				ABB SIA, Riga



								LEBANON				USD				USD				USD				60				LBELE				ABB Electrical Co. S.A.L., Beirut



								LITHUANIA				LTL				EUR				EUR				60				LTABB				ABB UAB, Vilnius



								MALAYSIA				MYR				USD				USD				60				MY				All MY based reporting codes



								MAURITIUS				MUR				EUR				EUR				90				MUABB				Asea Brown Boveri Ltd., Port Louis



								MEXICO				MXN				USD				USD***				60				MX				All MX based reporting codes



																*** valid for NAFTA only



								MOROCCO				MAD				EUR				EUR				90				MAABB				ABB S.A., Casablanca



								NAMIBIA				USD				USD				USD				60				NA				All NA based reporting codes



								NETHERLANDS				EUR				EUR				-				30				NLABB				ABB BV, Rotterdam



												EUR				EUR				-				30				NLATP				ABB Holdings BV, Amsterdam



												EUR				EUR				-				30				NLGAS				ABB Group Accounting Services B.V., Amstelveen



												USD				USD				-				30				NLCAL				ABB Capital, B.V., Amsterdam



												USD				USD				-				30				NLEVE				ABB Equity Ventures B.V., Amsterdam



												USD				USD				-				30				NLFIN				ABB Finance B.V., Amsterdam



												USD				USD				-				30				NLPRJ				ABB Equity Ventures Projects B.V., Amsterdam



								NEW CALEDONIA (FR)				AUD				AUD				-				75				NCABB				ABB SAS, New Caledonia



								NEW ZEALAND				NZD				NZD				-				75				NZ				All NZ based reporting codes



								NIGERIA				NGN				EUR				EUR				90				NG				All NG based reporting codes



								NORWAY				NOK				NOK				-				30				NO				All NO based reporting codes



								OMAN				OMR				USD				USD				60				OMABB				ABB LLC, Al Hamriya



								PAKISTAN				PKR				USD				USD				90				PK				All DE based reporting codes



								PANAMA				USD				USD				-				90				PAABB				ABB S.A., Panama



								PAPUA NEW GUINEA				AUD				AUD				-				75				PG				All PG based reporting codes



								PERU				PEN				USD				USD				90				PEABB				ABB S.A., Lima



								PHILIPPINES				PHP				USD				USD				90				PHABB				Asea Brown Boveri Inc., Paranaque, Metro Manila



								POLAND				EUR				EUR				-				60				PLENT				ABB Entrelec Sp. zo.o., Nova Wies Leborska



												PLN				PLN****				-				60				PLABB				ABB Sp. zo.o., Warsaw



																**** to be reviewed in 2010



								PORTUGAL				EUR				EUR				-				90				PT				All PT based reporting codes



								QATAR				QAR				USD				USD				60				QAABB				ABB Qatar LLC., Doha



								ROMANIA				RON				EUR				EUR				90				RO				All RO based reporting codes



								RUSSIAN FEDERATION				RUB				EUR				EUR				90				RU				All RU based reporting codes



								SAUDI ARABIA				SAR				USD				USD				90				SA				All SA based reporting codes



								SENEGAL				XOF				EUR				EUR				90				SNHER				ABB Technologies S.A., Dakar



								SERBIA				EUR				EUR				EUR				60				RSABB				ABB d.o.o., Belgrade



								SINGAPORE				SGD				SGD				-				60				SG				All SG based reporting codes



								SLOVAKIA				SKK				EUR				EUR				60				SKABB				ABB, s.r.o., Bratislava



								SLOVENIA				EUR				EUR				-				60				SIABB				ABB D.o.o., Ljubljana



								SOUTH AFRICA				ZAR				ZAR				-				60				ZA				All ZA based reporting codes



								SPAIN				EUR				EUR				-				90				ES				All ES based reporting codes



								SWEDEN				SEK				SEK				-				30				SE				All SE based reporting codes



								SWITZERLAND				CHF				CHF				-				30				CH				All CH based reporting codes, incl. Swiss based holding companies



								TAIWAN, PROVINCE OF CHINA				TWD				USD				USD				120				TW				All TW based reporting codes



								TANZANIA, UNITED REPUBLIC				USD				USD				USD				90				TZABB				ABB Limited, Dar Es Salaam



								THAILAND				THB				USD				USD				75				TH				All TH based reporting codes



								TUNISIA				EUR				EUR				EUR				90				TN				All TN based reporting codes



								TURKEY				USD				EUR				EUR				60				TR				All TR based reporting codes



								UGANDA				USD				USD				USD				90				UGABB				ABB Ltd., Kampala



								UKRAINE				USD				EUR				EUR				90				UAABB				ABB Ltd., Kiev



								UNITED ARAB EMIRATES				AED				USD				USD				60				AEAUT				ABB Automation L.L.C., Abu Dhabi



												AED				USD				USD				90				AEFLC				ABB Industries FZ, Dubai



												AED				USD				USD				90				AEIND				ABB Industries (L.L.C.), Dubai



												AED				USD				USD				60				AETAD				ABB Transmission & Distribution Ltd., Abu Dhabi



												EUR				USD				USD				60				AEPSP				ABB Power Systems, Abu Dhabi Branch (non legal entity)



								UNITED KINGDOM				GBP				GBP				-				60				GB				All GB based reporting codes



								UNITED STATES				USD				USD				-				60				US				All US based reporting codes



								URUGUAY				UYU				USD				USD				120				UYABB				ABB S.A., Montevideo (ARABB branch office)



								VENEZUELA				VEF				USD				USD				180*****				VEABB				Asea Brown Boveri S.A., Caracas



																***** due to CADIVI, reviewed regularly



								VIETNAM				VND				USD				USD				90				VNTRA				ABB Ltd., Hanoi



								ZAMBIA				USD				USD				USD				90				ZMPLS				ABB Ltd., Lusaka



								ZIMBABWE				USD				USD				USD				90				ZWPLS				ABB (Private) Ltd., Harare
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/GT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval




1.4 Group Instruction cross-reference




GI/TA-01.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL and SGTRE)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America




Venezuela



Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kindom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.




1.2 Objective(s)





The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.




This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




GD/LC-24 Project Risk Evaluation and Order Approval










1.4 Group Instruction cross-reference





GI/FT-02.01 Tax Transfer Pricing




2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 




· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.




· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.




Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 




2.3 Payment terms




Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.




Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.




Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.





Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 




The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  





Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.




ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency




GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.




2.4.1 General approach




In general, intra-group transactions must be contracted in the local currency of the buyer.




In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.




2.4.2 Exceptions




2.4.2.1 Smaller countries with currency restrictions




For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).





Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.





2.4.2.4 Price list items




Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).




Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 





Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.





Price lists with indicative pricing do not qualify for the above exception.





2.4.2.5 Contract Manufacturing





Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.





2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.





2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.





The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.




2.4.2.6 Alternative invoice currencies





The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.




2.4.2.7 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).




· The Group CFO reviews Appendix 1 and 2 on a yearly basis.





· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulation Number 2.10




3.2 Appendices





Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)




Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices





Appendix 4 - List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL and SGTRE)




Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GGEQU




ESAP Charge-Outs
GGESP




ABB Division/BU License Fees
SETET



















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium




Bolivia




Brazil




Bulgaria





Canada





Chile





China





Colombia





Czech Republic





Denmark





Ecuador





El Salvador





Egypt





Estonia





Finland





France





Germany




Greece





Hong Kong









					Hungary




India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Korea





Kuwait





Latvia





Lebanon




Lithuania




Luxembourg





Malaysia





Mauritius





Mexico





New Zealand





Netherlands




Norway





Oman





Panama





Peru










					Philippines




Poland





Portugal





Qatar





Romania





Russia





Saudi Arabia





Singapore





Slovakia




Slovenia




South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand




Turkey




United Arab Emirates




United Kingdom




United States of America





Venezuela




Vietnam














List of Countries/Groups participating in Domestic Netting





					Belgium




China




Germany









					Norway




Spain




Sweden









					Switzerland




United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.











1.2 Objective(s)






The Group-internal payment conditions shall minimize the 





intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance

















1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· 





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 


















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms















































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.

















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).





2.3.2.4 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.






2.3.2.5 BU Turbocharging





Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.






The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:






Europe: 30 days based on Incoterms CIP destination airport.






Overseas: 45 days based on Incoterms CIP destination airport.





2.4 Payment currency











GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.












2.4.1 











In case 





2.4.2 





2.4.2.1 











the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions





For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).






Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.






Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.3 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor





2.4.2.4 





























2.4.2.5 





” arrangements





2.4.2.5.1 











2.4.2.5.2 











, i.e. purchase 





2.4.2.6 





· and sales are made in the same (foreign currency.





2.4.2.7 

















2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews Appendix 1 and 2 on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






Country Overview
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Appendix 2






						Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements






Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.





ABBHO






ABBZH






CHAMS






CHGPL






CHOVM






CHRES






CHTET






GGEQU






GGESP






SETET






GTO (NLCAL, SGTRE, and USTCE)





Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP





ABB Division/BU License Fees
SETET
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· 





						



























































						





























						



























































						

















































































































						

















						





























































































































						

















						

















						













































































Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium












Brazil












Canada






Chile






China












Columbia






Czech Republic






Denmark


















Egypt






Estonia






Finland






France






Germany


















Great Britain












						











Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan












Kuwait






Latvia






Lebanon











Luxembourg






Malaysia












Mexico






New Zealand






Netherlands



































						











Philippines






Poland






Portugal


















Russia






Saudi Arabia






Singapore






Slovakia












South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand












United Arab Emirate











United States of America






Venezuela























List of Countries/Groups participating in Domestic Netting






						











Belgium






China









































Germany


















						Norway





Spain





Sweden





















































						



































Switzerland






United Kingdom





United States of America
























* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History







							Revision






							Approved By






							Date






							Revision Notes













							1.0






							Group Directive Committee by circulation






							June 12, 2007






							All changes are highlighted













							






							






							






							













							






							






							






							




















Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee







Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.







Country Reporting 
Currency







Group 
Internal 
Import 







Currency







Group 
Internal 
Export 







Currency







Group 
Internal 







Payment 
Terms







Reporting 
Code







Company Name







ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger







ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney







AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA







AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia







BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo







CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec







CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)







CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal







CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong







COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska







* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde







** 90 days for Group internal purchases
   related to Vestas







ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo







EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez







EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering







GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde







GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens







HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong







HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore







INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka







INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta







IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin







EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan







EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)







JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo







JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman







KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty







KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya







MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla







MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only







MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek







ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam







EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam







NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland







NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja







NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad







NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen







OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore







PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby







AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska







PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010







PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto







QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest







RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow







RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow







SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar







SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore







SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore







SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit







USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill







SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna







SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)







TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei







TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok







THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok







TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis







TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul







UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi







AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)







UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)







URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas







VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare







***** due to CADIVI, reviewed regularly
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia














							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan





















							120 days after receipt of goods or services





















							Argentina







Venezuela













							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview 
 








1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 








1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 








1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 








1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 








2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-








group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 








currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 








the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 








transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 








for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  








 
2.3 Payment terms 
 








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 








Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








2.5 ABB payment system 
 








All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 








 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 








dispute whenever they are not treated according to the Group instruction (by 
the other party). 








 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 








 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 








3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 








3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 








 
Not applicable 
 
4.0 Revision History 
 
 








Revision Approved By Date Revision Notes 
1.0 Group 








Directive 
Committee by 








circulation 








June 12, 
2007 








All changes are highlighted 
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Appendix 1 
 
 








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 








For sales to Payment term 
 








China (excl. Hong Kong) 
India 
Israel 
Korea 








Philippines 
Russia 








Saudi Arabia 
Venezuela 








 








 
 
 
 








90 days after receipt of goods or services 
 








 
Brazil 
Egypt 








Indonesia 
Taiwan 








 
 








 
120 days after receipt of goods or services 








 








 
Argentina 








 








 
180 days after receipt of goods or services 
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Appendix 2 








MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 








Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 








Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 








Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 








Special – operating outside country 
holding structures








Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 








PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 








Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  








 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 








invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 








ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 








 
• to receive payments from and to make payments to other Users 








• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 








 
 
3.4 The “Settlement Center” is responsible for: 
 








• facilitating the resolution of cross-border payment disputes between Users 








• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 








• administering a special dispute resolution database (the “Dispute Resolution 
System”). 








 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 








arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 








 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 








 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  








 
 
4.2 Fees








  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 








4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  








 
 
5. The Settlement Process 








(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 








 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 








a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 








amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 








 
e. If the Country Controllers resolve the dispute, they must document their agreement 








in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-








Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 








 
g. The Payee must prepare a short summary of his claim describing the facts relating to 








his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  








 
h. The Arbitration Panel will make a final and binding decision based on the above 








documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 








 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 








shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 








the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 








would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  








 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 








A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  








< 20,000 1,000  








20,001 to 500,000 1,000 5% over 20,000 








500,001 to 1,000000 25,000 3% over 500,000 








1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 








> 7,000,001 82,000  








The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 








Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 








• 








• 








• 








• 








The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 








Use of retaliatory or unjust invoicing. 








Unjust dispute flagging 








Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 








 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 








Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  








 
 
 
6. Set-Off 
 








The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  








 
 
 
7. Term Sheet 
 








A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 








LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 








Argentina 
Aruba 








Australia 
Austria 
Bahrain 
Belgium 
Brazil 








Canada 
Chile 
China 








Columbia 
Czech Republic 








Denmark 
Egypt 








Estonia 
Finland 
France 








Germany 
Great Britain 








 








Greece 
Hong Kong  








Hungary 
India 








Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 








Lebanon 
Luxembourg 








Malaysia 
Mexico 








New Zealand 
Netherlands 








Norway 
Peru  








Philippines 
Poland 








Portugal 
Russia 








Saudi Arabia 
Singapore 
Slovakia 








South Africa 
Spain 








Sweden 
Switzerland 








Taiwan 
Thailand 








United Arab Emirate 
United States of America 








Venezuela 








 
 








 








LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 








Czech Republic 
Denmark 








Financial Services* 
Finland 
France 








Germany 
Great Britain 








 








Holding Companies* 
Hong Kong  








Italy 
Japan 








Kent Group* 
 Lummus Global Group* 








New Zealand 
Netherlands 








Norway 
Poland 








Portugal 
Singapore 








Spain 
Sweden 








Switzerland 
United States of America 








Vetco Gray Group* 








* operating outside the Country Holding structure 
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 








Appendix 4








List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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Reporting Currency





						





												Country Overview (Mandatory payment terms for cross-border sales)





												Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.





												Group-Internal payment terms per country relate to all reporting units unless specifically listed





												In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.





												Group-internal payment terms are defined on the basis of land or ship transportation.





												In case of air transportation, payment terms shall be reduced accordingly.





												Country						Reporting Currency						Group Internal Import Currency						Group Internal Export Currency						Group Internal Payment Terms						Reporting Code						Company Name





												ALGERIA						DZD						USD						USD						60						DZ						All DZ based reporting codes





												ANGOLA						USD						USD						USD						60						AOABB						ABB Electrica SGPS, Lda., Luanda





												ARGENTINA						ARS						USD						USD						120						ARABB						ABB S.A., Buenos Aires





												AUSTRALIA						AUD						AUD						-						75						AU						All AU based reporting codes





												AUSTRIA						EUR						EUR						-						60						ATABB						ABB AG, Vienna





												AZERBAIJAN						AZN						USD						USD						60						AZABB						ABB Azerbaijan LLC, Baku





												BAHRAIN						BHD						USD						USD						60						BHARE						ABB Technologies W.L.L., Bahrain





												BELGIUM						EUR						EUR						-						30						BEABB						ABB N.V., Zaventem





												BOLIVIA						USD						USD						USD						90						BOABB						Asea Brown Boveri Ltda., La Paz





												BOTSWANA						USD						USD						USD						60						BWABB						ABB (Pty) Ltd., Gaborone





												BRAZIL						BRL						USD						USD						90						BRABB						ABB Ltda., Osasco





												BULGARIA						BGN						EUR						EUR						60						BG						All BG based reporting codes





												CAMEROON						XAF						EUR						EUR						90						CMABB						Asea Brown Boveri S.A., Douala





												CANADA						CAD						CAD						-						60						CA						All CA based reporting codes





												CHILE						CLP						USD						USD						90						CL						All CL based reporting codes





												CHINA						CNY						USD, EUR						USD, EUR						90						CN						All CN based reporting codes





												COLOMBIA						COP						USD						USD						90						COABB						Asea Brown Boveri Ltda., Bogotá





												COTE D'IVOIRE						XOF						EUR						EUR						90						CIABB						ABB Technology SA, Abidjan





												CROATIA						HRK						EUR						EUR						60						HRABB						ABB Ltd., Zagreb





												CZECH REPUBLIC						CZK						EUR*						-						60						CZABB						ABB s.r.o., Sokolovska





																								* CZK for Research Centers





												DENMARK						DKK						DKK						-						30**						DKABB						ABB A/S, Skovlunde





																								** 90 days for Group internal purchases





																								related to Vestas





												ECUADOR						USD						USD						USD						90						ECABB						ABB Ecuador S.A., Quito





												EGYPT						EGP						USD						USD						90						EG						All EG based reporting codes





												EL SALVADOR						USD						USD						USD						90						SVABB						ABB S.A. de CV, San Salvador





												ESTONIA						EEK						EUR						EUR						60						EEABB						ABB AS, Tallinn





												FINLAND						EUR						EUR						-						30						FI						All FI based reporting codes





												FRANCE						EUR						EUR						-						60						FR						All FR based reporting codes





												GERMANY						EUR						EUR						-						30						DE						All DE based reporting codes





												GREECE						EUR						EUR						-						90						GR						All GR based reporting codes





												HONG KONG						HKD						USD, EUR						USD, EUR						90						HK						All HK based reporting codes





												HUNGARY						HUF						EUR						EUR						60						HUABB						ABB Engineering Trading and Service Ltd., Budapest





												INDIA						INR						USD, EUR						USD, EUR						120						IN						All IN based reporting codes





												INDONESIA						IDR						USD						USD						90						ID						All ID based reporting codes





												IRAN, ISLAMIC REPUBLIC OF						IRR						EUR						EUR						60						IRABB						ABB (P.J.S.C.), Teheran





												IRELAND						EUR						EUR						-						60						IE						All IE based reporting codes





												ISRAEL						ILS						EUR						EUR						90						ILABB						ABB Technologies Ltd., Tirat Carmel





												ITALY						EUR						EUR						-						60						IT						All IT based reporting codes





												JAPAN						JPY						JPY						-						90						JP						All JP based reporting codes





												JORDAN						JOD						USD						USD						60						JO						All DE based reporting codes





												KAZAKHSTAN						KZT						USD						USD						60						KZ						All KZ based reporting codes





												KENYA						USD						USD						USD						60						KEABB						ABB Limited, Nairobi





												KOREA, REPUBLIC OF						KRW						USD						USD						90						KRABB						ABB Ltd., Seoul





												KUWAIT						KWD						KWD						-						60						KWABB						ABB Engg. Technologies Co. (KSCC), Safat





												LATVIA						LVL						EUR						EUR						60						LVABB						ABB SIA, Riga





												LEBANON						USD						USD						USD						60						LBELE						ABB Electrical Co. S.A.L., Beirut





												LITHUANIA						LTL						EUR						EUR						60						LTABB						ABB UAB, Vilnius





												MALAYSIA						MYR						USD						USD						60						MY						All MY based reporting codes





												MAURITIUS						MUR						EUR						EUR						90						MUABB						Asea Brown Boveri Ltd., Port Louis





												MEXICO						MXN						USD						USD***						60						MX						All MX based reporting codes





																								*** valid for NAFTA only





												MOROCCO						MAD						EUR						EUR						90						MAABB						ABB S.A., Casablanca





												NAMIBIA						USD						USD						USD						60						NA						All NA based reporting codes





												NETHERLANDS						EUR						EUR						-						30						NLABB						ABB BV, Rotterdam





																		EUR						EUR						-						30						NLATP						ABB Holdings BV, Amsterdam





																		EUR						EUR						-						30						NLGAS						ABB Group Accounting Services B.V., Amstelveen





																		USD						USD						-						30						NLCAL						ABB Capital, B.V., Amsterdam





																		USD						USD						-						30						NLEVE						ABB Equity Ventures B.V., Amsterdam





																		USD						USD						-						30						NLFIN						ABB Finance B.V., Amsterdam





																		USD						USD						-						30						NLPRJ						ABB Equity Ventures Projects B.V., Amsterdam





												NEW CALEDONIA (FR)						AUD						AUD						-						75						NCABB						ABB SAS, New Caledonia





												NEW ZEALAND						NZD						NZD						-						75						NZ						All NZ based reporting codes





												NIGERIA						NGN						EUR						EUR						90						NG						All NG based reporting codes





												NORWAY						NOK						NOK						-						30						NO						All NO based reporting codes





												OMAN						OMR						USD						USD						60						OMABB						ABB LLC, Al Hamriya





												PAKISTAN						PKR						USD						USD						90						PK						All DE based reporting codes





												PANAMA						USD						USD						-						90						PAABB						ABB S.A., Panama





												PAPUA NEW GUINEA						AUD						AUD						-						75						PG						All PG based reporting codes





												PERU						PEN						USD						USD						90						PEABB						ABB S.A., Lima





												PHILIPPINES						PHP						USD						USD						90						PHABB						Asea Brown Boveri Inc., Paranaque, Metro Manila





												POLAND						EUR						EUR						-						60						PLENT						ABB Entrelec Sp. zo.o., Nova Wies Leborska





																		PLN						PLN****						-						60						PLABB						ABB Sp. zo.o., Warsaw





																								**** to be reviewed in 2010





												PORTUGAL						EUR						EUR						-						90						PT						All PT based reporting codes





												QATAR						QAR						USD						USD						60						QAABB						ABB Qatar LLC., Doha





												ROMANIA						RON						EUR						EUR						90						RO						All RO based reporting codes





												RUSSIAN FEDERATION						RUB						EUR						EUR						90						RU						All RU based reporting codes





												SAUDI ARABIA						SAR						USD						USD						90						SA						All SA based reporting codes





												SENEGAL						XOF						EUR						EUR						90						SNHER						ABB Technologies S.A., Dakar





												SERBIA						EUR						EUR						EUR						60						RSABB						ABB d.o.o., Belgrade





												SINGAPORE						SGD						SGD						-						60						SG						All SG based reporting codes





												SLOVAKIA						SKK						EUR						EUR						60						SKABB						ABB, s.r.o., Bratislava





												SLOVENIA						EUR						EUR						-						60						SIABB						ABB D.o.o., Ljubljana





												SOUTH AFRICA						ZAR						ZAR						-						60						ZA						All ZA based reporting codes





												SPAIN						EUR						EUR						-						90						ES						All ES based reporting codes





												SWEDEN						SEK						SEK						-						30						SE						All SE based reporting codes





												SWITZERLAND						CHF						CHF						-						30						CH						All CH based reporting codes, incl. Swiss based holding companies





												TAIWAN, PROVINCE OF CHINA						TWD						USD						USD						120						TW						All TW based reporting codes





												TANZANIA, UNITED REPUBLIC						USD						USD						USD						90						TZABB						ABB Limited, Dar Es Salaam





												THAILAND						THB						USD						USD						75						TH						All TH based reporting codes





												TUNISIA						EUR						EUR						EUR						90						TN						All TN based reporting codes





												TURKEY						USD						EUR						EUR						60						TR						All TR based reporting codes





												UGANDA						USD						USD						USD						90						UGABB						ABB Ltd., Kampala





												UKRAINE						USD						EUR						EUR						90						UAABB						ABB Ltd., Kiev





												UNITED ARAB EMIRATES						AED						USD						USD						60						AEAUT						ABB Automation L.L.C., Abu Dhabi





																		AED						USD						USD						90						AEFLC						ABB Industries FZ, Dubai





																		AED						USD						USD						90						AEIND						ABB Industries (L.L.C.), Dubai





																		AED						USD						USD						60						AETAD						ABB Transmission & Distribution Ltd., Abu Dhabi





																		EUR						USD						USD						60						AEPSP						ABB Power Systems, Abu Dhabi Branch (non legal entity)





												UNITED KINGDOM						GBP						GBP						-						60						GB						All GB based reporting codes





												UNITED STATES						USD						USD						-						60						US						All US based reporting codes





												URUGUAY						UYU						USD						USD						120						UYABB						ABB S.A., Montevideo (ARABB branch office)





												VENEZUELA						VEF						USD						USD						180*****						VEABB						Asea Brown Boveri S.A., Caracas





																								***** due to CADIVI, reviewed regularly





												VIETNAM						VND						USD						USD						90						VNTRA						ABB Ltd., Hanoi





												ZAMBIA						USD						USD						USD						90						ZMPLS						ABB Ltd., Lusaka





												ZIMBABWE						USD						USD						USD						90						ZWPLS						ABB (Private) Ltd., Harare
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 







 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 6 of 19 
 







Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 10 of 19 
 







Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.









1.2 Objective(s)





The Group-internal payment conditions shall minimize the 




intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance














1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· 




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms







































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.














ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.










2.4.1 









In case 




2.4.2 




2.4.2.1 









the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor




2.4.2.4 
























2.4.2.5 




” arrangements




2.4.2.5.1 









2.4.2.5.2 









, i.e. purchase 




2.4.2.6 




· and sales are made in the same (foreign currency.




2.4.2.7 














2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews Appendix 1 and 2 on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





Country Overview
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL, SGTRE, and USTCE)




Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




ABB Division/BU License Fees
SETET
























					




					









					







































					














					
























					














					














					












































· 




· 




					

















































					
























					

















































					






























































































					














					








































































































					














					














					
































































Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium










Brazil










Canada





Chile





China










Columbia





Czech Republic





Denmark















Egypt





Estonia





Finland





France





Germany















Great Britain










					









Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan










Kuwait





Latvia





Lebanon









Luxembourg





Malaysia










Mexico





New Zealand





Netherlands





























					









Philippines





Poland





Portugal















Russia





Saudi Arabia





Singapore





Slovakia










South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand










United Arab Emirate









United States of America





Venezuela



















List of Countries/Groups participating in Domestic Netting





					









Belgium





China


































Germany















					Norway




Spain




Sweden












































					





























Switzerland





United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.






Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger






ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney






AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA






AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia






BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo






CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec






CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)






CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal






CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong






COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska






* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde






** 90 days for Group internal purchases
   related to Vestas






ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo






EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez






EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering






GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde






GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens






HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong






HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore






INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka






INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta






IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin






EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan






EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)






JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo






JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman






KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty






KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya






MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla






MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only






MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek






ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam






EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam






NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland






NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja






NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad






NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen






OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore






PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby






AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska






PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010






PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto






QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest






RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow






RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow






SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar






SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore






SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore






SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit






USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill






SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna






SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)






TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei






TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok






THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok






TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis






TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul






UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi






AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)






UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)






URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas






VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare






***** due to CADIVI, reviewed regularly
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
 
 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 2 of 19 
 







2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 







 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 3 of 19 
 







2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History
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							Date






							Revision Notes













							1.0






							Group Directive Committee by circulation
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 






 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 3 of 19 
 






2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 






 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 8 of 19 
 






Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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								Group Internal Payment Conditions GI/GT-01.09																								Appendix 1



																																August 6, 2012



								Country Overview (Mandatory payment terms for cross-border sales)







								Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.



								Group-Internal payment terms per country relate to all reporting units unless specifically listed.



								In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different



								transportation time.



								Group-internal payment terms are defined on the basis of land or ship transportation.



								In case of air transportation, payment terms shall be reduced accordingly.







								Country				Reporting Currency				Group Internal Import Currency				Group Internal Export Currency				Group Internal Payment Terms				Reporting Code				Company Name



								ALGERIA				DZD				USD				USD				60				DZ				All DZ based reporting codes



								ANGOLA				USD				USD				USD				60				AOABB				ABB Electrica SGPS, Lda., Luanda



								ARGENTINA				ARS				USD				USD				120				ARABB				ABB S.A., Buenos Aires



								AUSTRALIA				AUD				AUD				-				75				AU				All AU based reporting codes



								AUSTRIA				EUR				EUR				-				60				ATABB				ABB AG, Vienna



								BAHRAIN				BHD				USD				USD				60				BHARE				ABB Technologies W.L.L., Bahrain



								BELGIUM				EUR				EUR				-				30				BE				All BE based reporting codes



								BOLIVIA				USD				USD				USD				90				BOABB				Asea Brown Boveri Ltda., La Paz



								BOTSWANA				BWP				USD				USD				60				BWABB				ABB (Pty) Ltd., Gaborone



								BRAZIL				BRL				USD				USD				90				BR				All BR based reporting codes



								BULGARIA				BGN				EUR				EUR				60				BG				All BG based reporting codes



								CAMEROON				XAF				EUR				EUR				90				CMABB				Asea Brown Boveri S.A., Douala



								CANADA				CAD				CAD				-				60				CA				All CA based reporting codes



								CHILE				CLP				USD				USD				90				CL				All CL based reporting codes



								CHINA				CNY				USD, EUR				USD, EUR				90				CN				All CN based reporting codes



								COLOMBIA				COP				USD				USD				90				CO				All CO based reporting codes



								COTE D'IVOIRE				XOF				EUR				EUR				90				CIABB				ABB Technology SA, Abidjan



								CROATIA				HRK				EUR				EUR				90				HRABB				ABB Ltd., Zagreb



								CZECH REPUBLIC				CZK				EUR*				-				60				CZABB				ABB s.r.o., Sokolovska



																* CZK for Research Centers



								DENMARK				DKK				DKK				-				30**				DKABB				ABB A/S, Skovlunde



																** 90 days for Group internal purchases



																   related to Vestas



								ECUADOR				USD				USD				USD				90				ECABB				ABB Ecuador S.A., Quito



								EGYPT				EGP				USD				USD				90				EG				All EG based reporting codes



								EL SALVADOR				USD				USD				USD				90				SVABB				ABB S.A. de CV, San Salvador



								ESTONIA				EUR				EUR				EUR				60				EEABB				ABB AS, Tallinn



								FINLAND				EUR				EUR				-				30				FI				All FI based reporting codes



								FRANCE				EUR				EUR				-				60				FR				All FR based reporting codes



								GERMANY				EUR				EUR				-				30				DE				All DE based reporting codes



								GREECE				EUR				EUR				-				90				GR				Asea Brown Boveri S.A., Metamorphossis Attica



								HONG KONG				HKD				USD, EUR				USD, EUR				90				HK				All HK based reporting codes



								HUNGARY				HUF				EUR				EUR				60				HU				All HU based reporting codes



								INDIA				INR				USD, EUR				USD, EUR				120				IN				All IN based reporting codes



								INDONESIA				USD				USD				USD				90				ID				All ID based reporting codes



								IRAN, ISLAMIC REPUBLIC OF				IRR				EUR				EUR				60				IRABB				ABB (P.J.S.C.), Teheran



								IRELAND				EUR				EUR				-				60				IEABB				ABB Ltd, Dublin



								ISRAEL				ILS				EUR				EUR				90				IL				All IL based reporting codes



								ITALY				EUR				EUR				-				60				IT				All IT based reporting codes



								JAPAN				JPY				JPY				-				90				JP				All JP based reporting codes



								JORDAN				JOD				USD				USD				60				JO				All DE based reporting codes



								KAZAKHSTAN				KZT				USD				USD				60				KZ				All KZ based reporting codes



								KENYA				USD				USD				USD				60				KEABB				ABB Limited, Nairobi



								KOREA, REPUBLIC OF				KRW				USD				USD				90				KRABB				ABB Ltd., Seoul



								KUWAIT				KWD				KWD				-				60				KWABB				ABB Engg. Technologies Co. (KSCC), Safat



								LATVIA				LVL				EUR				EUR				60				LVABB				ABB SIA, Riga



								LITHUANIA				LTL				EUR				EUR				60				LTABB				ABB UAB, Vilnius



								MALAYSIA				MYR				USD				USD				60				MY				All MY based reporting codes



								MAURITIUS				MUR				EUR				EUR				90				MUABB				Asea Brown Boveri Ltd., Port Louis



								MEXICO				MXN				USD				USD***				60				MX				All MX based reporting codes



																*** valid for NAFTA only



								MOROCCO				MAD				EUR				EUR				90				MAABB				ABB S.A., Casablanca



								NAMIBIA				USD				USD				USD				60				NAABB				Asea Brown Boveri (Pty) Ltd., Windhoek



								NETHERLANDS				EUR				EUR				-				30				NL				All NL based reporting codes except below mentioned Treasury units



												USD				USD				-				30				NLCAL				ABB Capital, B.V., Amsterdam



												USD				USD				-				30				NLEVE				ABB Equity Ventures B.V., Amsterdam



												USD				USD				-				30				NLFIN				ABB Finance B.V., Amsterdam



								NEW CALEDONIA (FR)				AUD				AUD				-				75				NCABB				ABB SAS, New Caledonia



								NEW ZEALAND				NZD				NZD				-				75				NZ				All NZ based reporting codes



								NIGERIA				NGN				EUR				EUR				90				NG				All NG based reporting codes



								NORWAY				NOK				NOK				-				30				NO				All NO based reporting codes



								OMAN				OMR				USD				USD				60				OMABB				ABB LLC, Al Hamriya



								PAKISTAN				PKR				USD				USD				90				PKABB				ABB (Pvt) Ltd., Lahore



								PANAMA				USD				USD				-				90				PA				All PA based reporting codes



								PAPUA NEW GUINEA				AUD				AUD				-				75				PGJWP				ABB James Watt (PNG) Limited, Port Moresby



								PERU				PEN				USD				USD				90				PE				All PE based reporting codes



								PHILIPPINES				PHP				USD				USD				90				PH				All PH based reporting codes



								POLAND				EUR				EUR				-				60				PLENT				ABB Entrelec Sp. zo.o., Nova Wies Leborska



												PLN				PLN				-				60				PL				All other PL based reporting codes



								PORTUGAL				EUR				EUR				-				90				PT				All PT based reporting codes



								QATAR				QAR				USD				USD				60				QA				All QA based reporting codes



								ROMANIA				RON				EUR				EUR				90				ROABB				ABB SRL, Bucharest



								RUSSIAN FEDERATION				RUB				EUR				EUR				90				RU				All RU based reporting codes



								SAUDI ARABIA				USD				USD				USD				90				SA				All SA based reporting codes



								SENEGAL				XOF				EUR				EUR				90				SNHER				ABB Technologies S.A., Dakar



								SERBIA				RSD				EUR				EUR				60				RSABB				ABB d.o.o., Belgrade



								SINGAPORE				SGD				SGD				-				60				SG				All SG based reporting codes



								SLOVAKIA				EUR				EUR				EUR				60				SKABB				ABB, s.r.o., Bratislava



								SLOVENIA				EUR				EUR				-				60				SIABB				ABB D.o.o., Ljubljana



								SOUTH AFRICA				ZAR				ZAR				-				60				ZA				All ZA based reporting codes



								SPAIN				EUR				EUR				-				90				ES				All ES based reporting codes



								SWEDEN				SEK				SEK				-				30				SE				All SE based reporting codes



								SWITZERLAND				CHF				CHF				-				30				CH				All CH based reporting codes, incl. Swiss based holding companies



								TAIWAN, PROVINCE OF CHINA				TWD				USD				USD				120				TW				All TW based reporting codes



								TANZANIA, UNITED REPUBLIC				USD				USD				USD				90				TZABB				ABB Limited, Dar Es Salaam



								THAILAND				THB				USD				USD				75				TH				All TH based reporting codes



								TUNISIA				EUR				EUR				EUR				90				TN				All TN based reporting codes



								TURKEY				USD				EUR				EUR				60				TR				All TR based reporting codes



								UGANDA				USD				USD				USD				90				UGABB				ABB Ltd., Kampala



								UKRAINE				UAH				EUR				EUR				90				UAABB				ABB Ltd., Kiev



								UNITED ARAB EMIRATES				AED				USD				USD				60				AEAUT				ABB Automation L.L.C., Abu Dhabi



												AED				USD				USD				90				AEFLC				ABB Industries FZ, Dubai



												AED				USD				USD				90				AEIND				ABB Industries (L.L.C.), Dubai



												AED				USD				USD				60				AETAD				ABB Transmission & Distribution Ltd., Abu Dhabi



								UNITED KINGDOM				GBP				GBP				-				60				GB				All GB based reporting codes



								UNITED STATES				USD				USD				-				60				US				All US based reporting codes



								URUGUAY				UYU				USD				USD				120				UY				All UY based reporting codes



								VENEZUELA				VEF				USD				USD				180*****				VEABB				Asea Brown Boveri S.A., Caracas



																***** due to CADIVI, reviewed regularly



								VIETNAM				VND				USD				USD				90				VNTRA				ABB Ltd., Hanoi



								ZAMBIA				USD				USD				USD				90				ZMPLS				ABB Ltd., Lusaka



								ZIMBABWE				USD				USD				USD				90				ZWPLS				ABB (Private) Ltd., Harare
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval








1.4 Group Instruction cross-reference




GI/FT-02.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL and SGTRE)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America




Venezuela



Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.









1.2 Objective(s)





The Group-internal payment conditions shall minimize the 




intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance














1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· 




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms







































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.














ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.










2.4.1 









In case 




2.4.2 




2.4.2.1 









the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor




2.4.2.4 
























2.4.2.5 




” arrangements




2.4.2.5.1 









2.4.2.5.2 









, i.e. purchase 




2.4.2.6 




· and sales are made in the same (foreign currency.




2.4.2.7 














2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews Appendix 1 and 2 on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History
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					Please find in enclosed file changes to previous document highlighted by track changes:
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Appendix 1





Country Overview
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL, SGTRE, and USTCE)




Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




ABB Division/BU License Fees
SETET
























					




					









					







































					














					
























					














					














					












































· 




· 




					

















































					
























					

















































					






























































































					














					








































































































					














					














					
































































Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium










Brazil










Canada





Chile





China










Columbia





Czech Republic





Denmark















Egypt





Estonia





Finland





France





Germany















Great Britain










					









Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan










Kuwait





Latvia





Lebanon









Luxembourg





Malaysia










Mexico





New Zealand





Netherlands





























					









Philippines





Poland





Portugal















Russia





Saudi Arabia





Singapore





Slovakia










South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand










United Arab Emirate









United States of America





Venezuela



















List of Countries/Groups participating in Domestic Netting





					









Belgium





China


































Germany















					Norway




Spain




Sweden












































					





























Switzerland





United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.






Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger






ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney






AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA






AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia






BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo






CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec






CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)






CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal






CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong






COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska






* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde






** 90 days for Group internal purchases
   related to Vestas






ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo






EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez






EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering






GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde






GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens






HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong






HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore






INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka






INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta






IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin






EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan






EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)






JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo






JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman






KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty






KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya






MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla






MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only






MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek






ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam






EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam






NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland






NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja






NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad






NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen






OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore






PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby






AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska






PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010






PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto






QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest






RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow






RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow






SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar






SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore






SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore






SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit






USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill






SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna






SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)






TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei






TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok






THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok






TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis






TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul






UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi






AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)






UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)






URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas






VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare






***** due to CADIVI, reviewed regularly
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
 







 







 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 9 of 19 
 







 
 
Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 







 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 13 of 19 
 







d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  






 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 18 of 19 
 






Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.







1.2 Objective(s)




The Group-internal payment conditions shall minimize the 



intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance











1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· 



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 












Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.











ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








2.4.1 







In case 



2.4.2 



2.4.2.1 







the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor



2.4.2.4 



















2.4.2.5 



” arrangements



2.4.2.5.1 







2.4.2.5.2 







, i.e. purchase 



2.4.2.6 



· and sales are made in the same (foreign currency.



2.4.2.7 











2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews Appendix 1 and 2 on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 1




Country Overview
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL, SGTRE, and USTCE)



Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP



ABB Division/BU License Fees
SETET
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Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium








Brazil








Canada




Chile




China








Columbia




Czech Republic




Denmark












Egypt




Estonia




Finland




France




Germany












Great Britain








				







Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan








Kuwait




Latvia




Lebanon







Luxembourg




Malaysia








Mexico




New Zealand




Netherlands























				







Philippines




Poland




Portugal












Russia




Saudi Arabia




Singapore




Slovakia








South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand








United Arab Emirate







United States of America




Venezuela















List of Countries/Groups participating in Domestic Netting




				







Belgium




China



























Germany












				Norway



Spain



Sweden



































				























Switzerland




United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.





Country Reporting 
Currency





Group 
Internal 
Import 





Currency





Group 
Internal 
Export 





Currency





Group 
Internal 





Payment 
Terms





Reporting 
Code





Company Name





ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger





ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney





AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA





AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia





BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo





CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec





CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)





CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal





CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong





COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska





* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde





** 90 days for Group internal purchases
   related to Vestas





ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo





EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez





EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering





GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde





GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens





HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong





HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore





INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka





INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta





IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin





EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan





EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)





JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo





JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman





KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty





KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya





MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla





MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only





MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek





ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam





EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam





NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland





NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja





NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad





NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen





OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore





PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby





AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska





PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010





PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto





QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest





RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow





RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow





SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar





SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore





SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore





SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit





USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill





SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna





SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)





TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei





TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok





THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok





TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis





TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul





UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi





AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)





UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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Country Reporting 
Currency





Group 
Internal 
Import 





Currency





Group 
Internal 
Export 





Currency





Group 
Internal 





Payment 
Terms





Reporting 
Code





Company Name





UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)





URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas





VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare





***** due to CADIVI, reviewed regularly
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.


1.2 Objective



The Group Internal Payment Conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in tax matters.


This Group Instruction is applicable for all intra-group transactions.


1.3 Group Directive cross-reference



GD/GT-01 Finance


GD/LC-24 Project Risk Evaluation and Order Approval



1.4 Group Instruction cross-reference



GI/TA-01.01 Tax Transfer Pricing


2.0  Group Instruction requirements/content



2.1 Roles and responsibilities



· GF-GT and the Group CFO are responsible for defining payment terms and mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB Cash-in-Time (CIT) payment system. 


· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Treasury (GF-GT) via the Global Business Unit, unless specifically addressed in this Group Instruction.


Failing to adhere to the defined intra-group payment conditions may have a negative economic impact on the ABB Group and its Group companies.


ABB Group companies



· shall not be considered as credit risk to other Group companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB Group companies are not permitted, except for counter-guarantees.


· are not entitled to offset accounts payable with accounts receivable for internal transactions.


· are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in CIT, the agreed payment conditions must specify due dates for Group internal invoices in accordance with the CIT netting schedule. If such due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in CIT (described in Appendix 3). 


2.3 Payment terms


GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. The mandatory payment terms are listed in Appendix 1 and Appendix 2. 


Intra-group deliveries are to be settled 60 days after invoice date. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


Group internal payment terms


· must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.


· both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



· are defined on a ‘FCA (Free Carrier) seller’s premises’ Incoterms (International Commercial Terms) basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.


· are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.



· are defined on the basis of the most common Group internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in 2.5 of this Group Instruction) applies.  



Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.


2.4 Payment currency


In general, intra-group transactions must be contracted in the local currency of the ABB buyer except where otherwise stated in Appendix 1 and Appendix 2.


When invoicing in currencies other than the local currency, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.


2.5
Exceptions



2.5.1
Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date unless specified otherwise in Appendix 1. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


2.5.2
Countries with major imports from overseas


GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.5.3
Countries with currency restriction or special regulations


GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (GTO), where financing of working capital has to be arranged locally (avoiding expensive financing).


For countries with currency restrictions, i.e. China and India, the Group internal payment currency shall be USD and EUR (both currencies).



In large-scaled countries both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.



Small-scaled countries are allowed to use the same currency for all their Group internal exports (instead of the local currency of the ABB buyer).



2.5.4
Large projects / contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group internal payment terms and currency. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms and currency with the end customer shall also be applied between the involved ABB Group companies.


2.5.5
BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to Original Equipment Manufacturer OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe:
30 days based on Incoterms CIP destination airport



Overseas:
45 days based on Incoterms CIP destination airport



To avoid different prices for service customers, the BU Turbocharging has global sales prices in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.



2.5.6
Price list items


Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the implication of the currency decision must be discussed and approved by the Global Business Unit in cooperation with GF-GT. 



Hedging costs on price list items shall be defined and agreed with the Global Business Unit and must be included in the price list.



Price lists with indicative pricing do not qualify for the above exception.



2.5.7
Contract manufacturing



Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs incurred by the ABB seller must be borne by the ABB buyer.



2.5.7.1  Local currency of the ABB manufacturer and/or the ABB buyer is fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.



2.5.7.2  Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible


Group internal invoicing shall be done in the currency defined by the ABB buyer.


The implication of the invoice currency decision must be discussed and agreed with the Country CFO or Country Treasurer of the ABB manufacturer.


The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency.


2.5.8
Alternative invoice currencies



The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.


2.6
ABB Cash-in-Time (CIT) payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB CIT payment system. Appendix 3 hereto contains detailed rules and the participating countries for cross-border sales and for domestic sales. 



GF-GT and the Group CFO may review and update Appendix 3 as and when deemed appropriate.


2.7
Monitoring



· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to this Group Instruction (by the other party).


· GF-GT and the Group CFO review Appendix 1 and 2 on a yearly basis.



· The Country/Company CFO confirms in the Assurance Report (quarterly) adherence to the Group Directives/Instructions.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See ABB Group Authorization Regulations


3.2 Appendices



Appendix 1 - Country Overview (Mandatory Payment Terms for Cross-Border Sales)


Appendix 2 - Payment Conditions for Intra-Group Arrangements


Appendix 3 - Cash-In-Time Payments of Group Internal Invoices and Countries Participating



3.3 Attachments



Not applicable
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval








1.4 Group Instruction cross-reference




GI/FT-02.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL and SGTRE)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America




Venezuela



Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.









1.2 Objective(s)





The Group-internal payment conditions shall minimize the 




intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance














1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· 




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms







































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.














ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.










2.4.1 









In case 




2.4.2 




2.4.2.1 









the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor




2.4.2.4 
























2.4.2.5 




” arrangements




2.4.2.5.1 









2.4.2.5.2 









, i.e. purchase 




2.4.2.6 




· and sales are made in the same (foreign currency.




2.4.2.7 














2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews Appendix 1 and 2 on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





Country Overview
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL, SGTRE, and USTCE)




Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




ABB Division/BU License Fees
SETET
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Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium










Brazil










Canada





Chile





China










Columbia





Czech Republic





Denmark















Egypt





Estonia





Finland





France





Germany















Great Britain










					









Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan










Kuwait





Latvia





Lebanon









Luxembourg





Malaysia










Mexico





New Zealand





Netherlands





























					









Philippines





Poland





Portugal















Russia





Saudi Arabia





Singapore





Slovakia










South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand










United Arab Emirate









United States of America





Venezuela



















List of Countries/Groups participating in Domestic Netting





					









Belgium





China


































Germany















					Norway




Spain




Sweden












































					





























Switzerland





United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable






4.0 Revision History






						Revision





						Approved By





						Date





						Revision Notes











						1.0





						Group Directive Committee by circulation





						June 12, 2007





						All changes are highlighted











						





						





						





						











						





						





						





						

















Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.






Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger






ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney






AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA






AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia






BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo






CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec






CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)






CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal






CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong






COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska






* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde






** 90 days for Group internal purchases
   related to Vestas






ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo






EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez






EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering






GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde






GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens






HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong






HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore






INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka






INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta






IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin






EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan






EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)






JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo






JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman






KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty






KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya






MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla






MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only






MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek






ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam






EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam






NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland






NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja






NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad






NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen






OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore






PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby






AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska






PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010






PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto






QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest






RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow






RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow






SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar






SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore






SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore






SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit






USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill






SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna






SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)






TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei






TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok






THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok






TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis






TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul






UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi






AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)






UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)






URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas






VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare






***** due to CADIVI, reviewed regularly
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 







 
 
 
 
 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 4 of 19 
 







3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 
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Committee by 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 







 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 8 of 19 
 







Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 19 of 19 
 






Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/GT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval




1.4 Group Instruction cross-reference




GI/TA-01.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




NLCAL (GTO)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America








Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kindom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.




1.2 Objective(s)





The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.




This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 




1.3 Group directive cross-reference





GD/GT-01 Finance




GD/LC-24 Project Risk Evaluation and Order Approval





1.4 Group Instruction cross-reference





GI/TA-01.01 Tax Transfer Pricing




2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 




· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.




· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.




Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 




2.3 Payment terms




Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.




Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.




Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.





Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 




The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  





Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.




ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency




GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.




2.4.1 General approach




In general, intra-group transactions must be contracted in the local currency of the buyer.




In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.




2.4.2 Exceptions




2.4.2.1 Smaller countries with currency restrictions




For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).





Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.





2.4.2.4 Price list items




Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).




Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 





Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.





Price lists with indicative pricing do not qualify for the above exception.





2.4.2.5 Contract Manufacturing





Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.





2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.





2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.





The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.




2.4.2.6 Alternative invoice currencies





The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.




2.4.2.7 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).




· The Group CFO reviews Appendix 1 and 2 on a yearly basis.





· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulation Number 2.10




3.2 Appendices





Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)




Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Appendix 3 - Payment of Group internal invoices





Appendix 4 - List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL and SGTRE)




Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GGEQU




ESAP Charge-Outs
GGESP




ABB Division/BU License Fees
SETET



















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium




Bolivia




Brazil




Bulgaria





Canada





Chile





China





Colombia





Czech Republic





Denmark





Ecuador





El Salvador





Egypt





Estonia





Finland





France





Germany




Greece





Hong Kong









					Hungary




India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Korea





Kuwait





Latvia





Lebanon




Lithuania




Luxembourg





Malaysia





Mauritius





Mexico





New Zealand





Netherlands




Norway





Oman





Panama





Peru










					Philippines




Poland





Portugal





Qatar





Romania





Russia





Saudi Arabia





Singapore





Slovakia




Slovenia




South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand




Turkey




United Arab Emirates




United Kingdom




United States of America





Venezuela




Vietnam














List of Countries/Groups participating in Domestic Netting





					Belgium




China




Germany









					Norway




Spain




Sweden









					Switzerland




United Kindom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Reporting Currency





						





												Country Overview (Mandatory payment terms for cross-border sales)





												Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.





												Group-Internal payment terms per country relate to all reporting units unless specifically listed





												In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.





												Group-internal payment terms are defined on the basis of land or ship transportation.





												In case of air transportation, payment terms shall be reduced accordingly.





												Country						Reporting Currency						Group Internal Import Currency						Group Internal Export Currency						Group Internal Payment Terms						Reporting Code						Company Name





												ALGERIA						DZD						USD						USD						60						DZ						All DZ based reporting codes





												ANGOLA						USD						USD						USD						60						AOABB						ABB Electrica SGPS, Lda., Luanda





												ARGENTINA						ARS						USD						USD						120						ARABB						ABB S.A., Buenos Aires





												AUSTRALIA						AUD						AUD						-						75						AU						All AU based reporting codes





												AUSTRIA						EUR						EUR						-						60						ATABB						ABB AG, Vienna





												AZERBAIJAN						AZN						USD						USD						60						AZABB						ABB Azerbaijan LLC, Baku





												BAHRAIN						BHD						USD						USD						60						BHARE						ABB Technologies W.L.L., Bahrain





												BELGIUM						EUR						EUR						-						30						BEABB						ABB N.V., Zaventem





												BOLIVIA						USD						USD						USD						90						BOABB						Asea Brown Boveri Ltda., La Paz





												BOTSWANA						USD						USD						USD						60						BWABB						ABB (Pty) Ltd., Gaborone





												BRAZIL						BRL						USD						USD						90						BRABB						ABB Ltda., Osasco





												BULGARIA						BGN						EUR						EUR						60						BG						All BG based reporting codes





												CAMEROON						XAF						EUR						EUR						90						CMABB						Asea Brown Boveri S.A., Douala





												CANADA						CAD						CAD						-						60						CA						All CA based reporting codes





												CHILE						CLP						USD						USD						90						CL						All CL based reporting codes





												CHINA						CNY						USD, EUR						USD, EUR						90						CN						All CN based reporting codes





												COLOMBIA						COP						USD						USD						90						COABB						Asea Brown Boveri Ltda., Bogotá





												COTE D'IVOIRE						XOF						EUR						EUR						90						CIABB						ABB Technology SA, Abidjan





												CROATIA						HRK						EUR						EUR						60						HRABB						ABB Ltd., Zagreb





												CZECH REPUBLIC						CZK						EUR*						-						60						CZABB						ABB s.r.o., Sokolovska





																								* CZK for Research Centers





												DENMARK						DKK						DKK						-						30**						DKABB						ABB A/S, Skovlunde





																								** 90 days for Group internal purchases





																								related to Vestas





												ECUADOR						USD						USD						USD						90						ECABB						ABB Ecuador S.A., Quito





												EGYPT						EGP						USD						USD						90						EG						All EG based reporting codes





												EL SALVADOR						USD						USD						USD						90						SVABB						ABB S.A. de CV, San Salvador





												ESTONIA						EEK						EUR						EUR						60						EEABB						ABB AS, Tallinn





												FINLAND						EUR						EUR						-						30						FI						All FI based reporting codes





												FRANCE						EUR						EUR						-						60						FR						All FR based reporting codes





												GERMANY						EUR						EUR						-						30						DE						All DE based reporting codes





												GREECE						EUR						EUR						-						90						GR						All GR based reporting codes





												HONG KONG						HKD						USD, EUR						USD, EUR						90						HK						All HK based reporting codes





												HUNGARY						HUF						EUR						EUR						60						HUABB						ABB Engineering Trading and Service Ltd., Budapest





												INDIA						INR						USD, EUR						USD, EUR						120						IN						All IN based reporting codes





												INDONESIA						IDR						USD						USD						90						ID						All ID based reporting codes





												IRAN, ISLAMIC REPUBLIC OF						IRR						EUR						EUR						60						IRABB						ABB (P.J.S.C.), Teheran





												IRELAND						EUR						EUR						-						60						IE						All IE based reporting codes





												ISRAEL						ILS						EUR						EUR						90						ILABB						ABB Technologies Ltd., Tirat Carmel





												ITALY						EUR						EUR						-						60						IT						All IT based reporting codes





												JAPAN						JPY						JPY						-						90						JP						All JP based reporting codes





												JORDAN						JOD						USD						USD						60						JO						All DE based reporting codes





												KAZAKHSTAN						KZT						USD						USD						60						KZ						All KZ based reporting codes





												KENYA						USD						USD						USD						60						KEABB						ABB Limited, Nairobi





												KOREA, REPUBLIC OF						KRW						USD						USD						90						KRABB						ABB Ltd., Seoul





												KUWAIT						KWD						KWD						-						60						KWABB						ABB Engg. Technologies Co. (KSCC), Safat





												LATVIA						LVL						EUR						EUR						60						LVABB						ABB SIA, Riga





												LEBANON						USD						USD						USD						60						LBELE						ABB Electrical Co. S.A.L., Beirut





												LITHUANIA						LTL						EUR						EUR						60						LTABB						ABB UAB, Vilnius





												MALAYSIA						MYR						USD						USD						60						MY						All MY based reporting codes





												MAURITIUS						MUR						EUR						EUR						90						MUABB						Asea Brown Boveri Ltd., Port Louis





												MEXICO						MXN						USD						USD***						60						MX						All MX based reporting codes





																								*** valid for NAFTA only





												MOROCCO						MAD						EUR						EUR						90						MAABB						ABB S.A., Casablanca





												NAMIBIA						USD						USD						USD						60						NA						All NA based reporting codes





												NETHERLANDS						EUR						EUR						-						30						NLABB						ABB BV, Rotterdam





																		EUR						EUR						-						30						NLATP						ABB Holdings BV, Amsterdam





																		EUR						EUR						-						30						NLGAS						ABB Group Accounting Services B.V., Amstelveen





																		USD						USD						-						30						NLCAL						ABB Capital, B.V., Amsterdam





																		USD						USD						-						30						NLEVE						ABB Equity Ventures B.V., Amsterdam





																		USD						USD						-						30						NLFIN						ABB Finance B.V., Amsterdam





																		USD						USD						-						30						NLPRJ						ABB Equity Ventures Projects B.V., Amsterdam





												NEW CALEDONIA (FR)						AUD						AUD						-						75						NCABB						ABB SAS, New Caledonia





												NEW ZEALAND						NZD						NZD						-						75						NZ						All NZ based reporting codes





												NIGERIA						NGN						EUR						EUR						90						NG						All NG based reporting codes





												NORWAY						NOK						NOK						-						30						NO						All NO based reporting codes





												OMAN						OMR						USD						USD						60						OMABB						ABB LLC, Al Hamriya





												PAKISTAN						PKR						USD						USD						90						PK						All DE based reporting codes





												PANAMA						USD						USD						-						90						PAABB						ABB S.A., Panama





												PAPUA NEW GUINEA						AUD						AUD						-						75						PG						All PG based reporting codes





												PERU						PEN						USD						USD						90						PEABB						ABB S.A., Lima





												PHILIPPINES						PHP						USD						USD						90						PHABB						Asea Brown Boveri Inc., Paranaque, Metro Manila





												POLAND						EUR						EUR						-						60						PLENT						ABB Entrelec Sp. zo.o., Nova Wies Leborska





																		PLN						PLN****						-						60						PLABB						ABB Sp. zo.o., Warsaw





																								**** to be reviewed in 2010





												PORTUGAL						EUR						EUR						-						90						PT						All PT based reporting codes





												QATAR						QAR						USD						USD						60						QAABB						ABB Qatar LLC., Doha





												ROMANIA						RON						EUR						EUR						90						RO						All RO based reporting codes





												RUSSIAN FEDERATION						RUB						EUR						EUR						90						RU						All RU based reporting codes





												SAUDI ARABIA						SAR						USD						USD						90						SA						All SA based reporting codes





												SENEGAL						XOF						EUR						EUR						90						SNHER						ABB Technologies S.A., Dakar





												SERBIA						EUR						EUR						EUR						60						RSABB						ABB d.o.o., Belgrade





												SINGAPORE						SGD						SGD						-						60						SG						All SG based reporting codes





												SLOVAKIA						SKK						EUR						EUR						60						SKABB						ABB, s.r.o., Bratislava





												SLOVENIA						EUR						EUR						-						60						SIABB						ABB D.o.o., Ljubljana





												SOUTH AFRICA						ZAR						ZAR						-						60						ZA						All ZA based reporting codes





												SPAIN						EUR						EUR						-						90						ES						All ES based reporting codes





												SWEDEN						SEK						SEK						-						30						SE						All SE based reporting codes





												SWITZERLAND						CHF						CHF						-						30						CH						All CH based reporting codes, incl. Swiss based holding companies





												TAIWAN, PROVINCE OF CHINA						TWD						USD						USD						120						TW						All TW based reporting codes





												TANZANIA, UNITED REPUBLIC						USD						USD						USD						90						TZABB						ABB Limited, Dar Es Salaam





												THAILAND						THB						USD						USD						75						TH						All TH based reporting codes





												TUNISIA						EUR						EUR						EUR						90						TN						All TN based reporting codes





												TURKEY						USD						EUR						EUR						60						TR						All TR based reporting codes





												UGANDA						USD						USD						USD						90						UGABB						ABB Ltd., Kampala





												UKRAINE						USD						EUR						EUR						90						UAABB						ABB Ltd., Kiev





												UNITED ARAB EMIRATES						AED						USD						USD						60						AEAUT						ABB Automation L.L.C., Abu Dhabi





																		AED						USD						USD						90						AEFLC						ABB Industries FZ, Dubai





																		AED						USD						USD						90						AEIND						ABB Industries (L.L.C.), Dubai





																		AED						USD						USD						60						AETAD						ABB Transmission & Distribution Ltd., Abu Dhabi





																		EUR						USD						USD						60						AEPSP						ABB Power Systems, Abu Dhabi Branch (non legal entity)





												UNITED KINGDOM						GBP						GBP						-						60						GB						All GB based reporting codes





												UNITED STATES						USD						USD						-						60						US						All US based reporting codes





												URUGUAY						UYU						USD						USD						120						UYABB						ABB S.A., Montevideo (ARABB branch office)





												VENEZUELA						VEF						USD						USD						180*****						VEABB						Asea Brown Boveri S.A., Caracas





																								***** due to CADIVI, reviewed regularly





												VIETNAM						VND						USD						USD						90						VNTRA						ABB Ltd., Hanoi





												ZAMBIA						USD						USD						USD						90						ZMPLS						ABB Ltd., Lusaka





												ZIMBABWE						USD						USD						USD						90						ZWPLS						ABB (Private) Ltd., Harare
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.





1.2 Objective(s)






The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.





This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





GD/LC-24 Project Risk Evaluation and Order Approval












1.4 Group Instruction cross-reference






GI/FT-02.01 Tax Transfer Pricing





2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 





· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.





· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.





Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 





2.3 Payment terms





Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.





Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.





Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.






Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.





GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 





The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  






Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.





ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).





2.3.2.4 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.






2.3.2.5 BU Turbocharging





Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.






The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:






Europe: 30 days based on Incoterms CIP destination airport.






Overseas: 45 days based on Incoterms CIP destination airport.





2.4 Payment currency





GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.





2.4.1 General approach





In general, intra-group transactions must be contracted in the local currency of the buyer.





In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.





2.4.2 Exceptions





2.4.2.1 Smaller countries with currency restrictions





For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).






Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.2 Larger countries with currency restrictions





For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).






Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.






Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.3 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.






2.4.2.4 Price list items





Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).





Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 






Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.






Price lists with indicative pricing do not qualify for the above exception.






2.4.2.5 Contract Manufacturing






Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.






2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible





Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.






2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible





Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.






The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.





2.4.2.6 Alternative invoice currencies






The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.





2.4.2.7 BU Turbocharging





Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).





· The Group CFO reviews Appendix 1 and 2 on a yearly basis.






· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulation Number 2.10





3.2 Appendices






Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)





Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Appendix 3 - Payment of Group internal invoices






Appendix 4 - List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 2






						Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements






Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.





ABBHO






ABBZH






CHAMS






CHGPL






CHOVM






CHRES






CHTET






GGEQU






GGESP






SETET






GTO (NLCAL and SGTRE)





Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GGEQU





ESAP Charge-Outs
GGESP





ABB Division/BU License Fees
SETET























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium





Bolivia





Brazil





Bulgaria






Canada






Chile






China






Colombia






Czech Republic






Denmark






Ecuador






El Salvador






Egypt






Estonia






Finland






France






Germany





Greece






Hong Kong











						Hungary





India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Korea






Kuwait






Latvia






Lebanon





Lithuania





Luxembourg






Malaysia






Mauritius






Mexico






New Zealand






Netherlands





Norway






Oman






Panama






Peru












						Philippines





Poland






Portugal






Qatar






Romania






Russia






Saudi Arabia






Singapore






Slovakia





Slovenia





South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand





Turkey





United Arab Emirates





United Kingdom





United States of America






Venezuela





Vietnam

















List of Countries/Groups participating in Domestic Netting






						Belgium





China





Germany











						Norway





Spain





Sweden











						Switzerland





United Kingdom





United States of America
























* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History







							Revision






							Approved By






							Date






							Revision Notes













							1.0
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							All changes are highlighted













							






							






							






							













							






							






							






							




















Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.













1.2 Objective(s)







The Group-internal payment conditions shall minimize the 






intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance




















1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· 






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 





















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms























































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.3.1 General approach






Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.






As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.







Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.






2.3.2 Exceptions






2.3.2.1 Western Europe






In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.






2.3.2.2 Countries with major imports from overseas






GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.






2.3.2.3 Countries with currency restriction or special regulations






GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).






2.3.2.4 Large projects / Contractual relationship






For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 







In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.







2.3.2.5 BU Turbocharging






Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.







The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:







Europe: 30 days based on Incoterms CIP destination airport.







Overseas: 45 days based on Incoterms CIP destination airport.






2.4 Payment currency













GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.














2.4.1 













In case 






2.4.2 






2.4.2.1 













the local currency of the buyer).






2.4.2.2 Larger countries with currency restrictions






For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).







Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.







Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).







2.4.2.3 Large projects / Contractual relationship






For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor






2.4.2.4 


































2.4.2.5 






” arrangements






2.4.2.5.1 













2.4.2.5.2 













, i.e. purchase 






2.4.2.6 






· and sales are made in the same (foreign currency.






2.4.2.7 




















2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews Appendix 1 and 2 on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Country Overview
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Appendix 2







							Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements







Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.






ABBHO







ABBZH







CHAMS







CHGPL







CHOVM







CHRES







CHTET







GGEQU







GGESP







SETET







GTO (NLCAL, SGTRE, and USTCE)






Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP






ABB Division/BU License Fees
SETET


































							






							













							























































							




















							


































							




















							




















							






























































· 






· 






							





































































							


































							





































































							




































































































































							




















							


















































































































































							




















							




















							


























































































Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium














Brazil














Canada







Chile







China














Columbia







Czech Republic







Denmark





















Egypt







Estonia







Finland







France







Germany





















Great Britain














							













Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan














Kuwait







Latvia







Lebanon













Luxembourg







Malaysia














Mexico







New Zealand







Netherlands









































							













Philippines







Poland







Portugal





















Russia







Saudi Arabia







Singapore







Slovakia














South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand














United Arab Emirate













United States of America







Venezuela



























List of Countries/Groups participating in Domestic Netting







							













Belgium







China
















































Germany





















							Norway






Spain






Sweden






























































							









































Switzerland







United Kingdom






United States of America




























* operating outside the Country Holding structure
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable








4.0 Revision History
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								Date







								Revision Notes
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								Group Directive Committee by circulation
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								All changes are highlighted















								







								







								







								















								







								







								







								























Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee








Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.
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ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger








ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney








AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA








AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia








BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo








CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec








CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)








CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal








CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong








COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska








* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde








** 90 days for Group internal purchases
   related to Vestas








ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo








EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez








EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering








GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde








GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens








HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong








HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore








INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka








INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta








IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin








EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan








EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)








JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo








JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman








KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty








KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya








MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla








MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only








MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek








ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam








EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam








NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland








NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja








NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad








NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen








OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore








PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby








AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska








PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010








PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto








QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest








RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow








RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow








SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar








SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore








SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore








SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit








USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill








SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna








SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)








TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei








TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok








THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok








TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis








TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul








UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi








AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)








UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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Country Reporting 
Currency








Group 
Internal 
Import 








Currency








Group 
Internal 
Export 








Currency








Group 
Internal 








Payment 
Terms








Reporting 
Code








Company Name








UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)








URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas








VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare








***** due to CADIVI, reviewed regularly
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
















								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan
























								120 days after receipt of goods or services
























								Argentina








Venezuela















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 








Appendix 4








List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview 
 









1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 









1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 









1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 









1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 









2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-









group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 









currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 









the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 









transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 









for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  









 
2.3 Payment terms 
 









In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 









Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 









 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 









arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 









2.5 ABB payment system 
 









All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 









 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 









dispute whenever they are not treated according to the Group instruction (by 
the other party). 









 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 









 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 









3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 









3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 









 
Not applicable 
 
4.0 Revision History 
 
 









Revision Approved By Date Revision Notes 
1.0 Group 









Directive 
Committee by 









circulation 









June 12, 
2007 









All changes are highlighted 
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Appendix 1 
 
 









MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 









For sales to Payment term 
 









China (excl. Hong Kong) 
India 
Israel 
Korea 









Philippines 
Russia 









Saudi Arabia 
Venezuela 









 









 
 
 
 









90 days after receipt of goods or services 
 









 
Brazil 
Egypt 









Indonesia 
Taiwan 









 
 









 
120 days after receipt of goods or services 









 









 
Argentina 









 









 
180 days after receipt of goods or services 
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Appendix 2 









MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 









 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 









arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 









Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 









Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 









Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 









Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 









Special – operating outside country 
holding structures









Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
 



































Group Instruction Title: Group Internal Payment 
Conditions 









Group Instruction Number: GI/FT-01.09 
ABB 









Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 









 
ABB Group                                                                                                         Page 10 of 19 
 









Appendix 3 
 
 









PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 









Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  









 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 









invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 









ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 









 
• to receive payments from and to make payments to other Users 









• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 









 
 
3.4 The “Settlement Center” is responsible for: 
 









• facilitating the resolution of cross-border payment disputes between Users 









• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 









• administering a special dispute resolution database (the “Dispute Resolution 
System”). 









 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 









arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 









 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 









 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  









 
 
4.2 Fees









  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 









4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  









 
 
5. The Settlement Process 









(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 









a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 









 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 









a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 









amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 









 
e. If the Country Controllers resolve the dispute, they must document their agreement 









in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-









Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 









 
g. The Payee must prepare a short summary of his claim describing the facts relating to 









his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  









 
h. The Arbitration Panel will make a final and binding decision based on the above 









documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 









 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 









shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 









the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 









would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  









 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 









A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  









< 20,000 1,000  









20,001 to 500,000 1,000 5% over 20,000 









500,001 to 1,000000 25,000 3% over 500,000 









1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 









> 7,000,001 82,000  









The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 









Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 









• 









• 









• 









• 









The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 









Use of retaliatory or unjust invoicing. 









Unjust dispute flagging 









Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 









 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 









Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  









 
 
 
6. Set-Off 
 









The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  









 
 
 
7. Term Sheet 
 









A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 









LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 









Argentina 
Aruba 









Australia 
Austria 
Bahrain 
Belgium 
Brazil 









Canada 
Chile 
China 









Columbia 
Czech Republic 









Denmark 
Egypt 









Estonia 
Finland 
France 









Germany 
Great Britain 









 









Greece 
Hong Kong  









Hungary 
India 









Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 









Lebanon 
Luxembourg 









Malaysia 
Mexico 









New Zealand 
Netherlands 









Norway 
Peru  









Philippines 
Poland 









Portugal 
Russia 









Saudi Arabia 
Singapore 
Slovakia 









South Africa 
Spain 









Sweden 
Switzerland 









Taiwan 
Thailand 









United Arab Emirate 
United States of America 









Venezuela 









 
 









 









LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
 



































Group Instruction Title: Group Internal Payment 
Conditions 









Group Instruction Number: GI/FT-01.09 
ABB 









Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 









 
ABB Group                                                                                                         Page 19 of 19 
 









Australia 
Austria 
Belgium 
Canada 









Czech Republic 
Denmark 









Financial Services* 
Finland 
France 









Germany 
Great Britain 









 









Holding Companies* 
Hong Kong  









Italy 
Japan 









Kent Group* 
 Lummus Global Group* 









New Zealand 
Netherlands 









Norway 
Poland 









Portugal 
Singapore 









Spain 
Sweden 









Switzerland 
United States of America 









Vetco Gray Group* 









* operating outside the Country Holding structure 
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1.0 Overview









1.1 Introduction









Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  








1.2 Objective(s)









The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 








1.3 Group directive cross-reference









GD/FT-01 Finance








1.4 Group instruction cross-reference









Not applicable









2.0  Group instruction requirements/content









2.1 Roles and responsibilities









· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.









· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 








· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.









· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.








2.2 General 









Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.









Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 









2.3 Payment terms








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.








Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.









In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.









GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 









ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.









ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.









ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.









2.4 Payment currency








Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.









The buyer can agree to exceptions








· In case the local currency of the buyer is not freely convertible









· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.









2.5 ABB payment system









All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 









GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.








2.6 Monitoring









· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).








· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.









· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.








3.0 Appendices and attachments









3.1 Corresponding authorization limits (where applicable)









See Group Authorization Regulations Number 2.10








3.2 Appendices









1.
Mandatory payment terms for cross-border sales









2.
Mandatory transaction currencies









3.
Payment of Group internal invoices









4.
List of countries participating in cross-border netting









3.3 Attachments









Not applicable
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Appendix 1









MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES









									For sales to








									Payment term

















									China (excl. Hong Kong)









India









Israel









Korea









Philippines









Russia









Saudi Arabia



























									90 days after receipt of goods or services



























									Brazil









Egypt









Indonesia









Taiwan









Venezuela


















									120 days after receipt of goods or services



























									Argentina


















									180 days after receipt of goods or services




































Appendix 2









MANDATORY TRANSACTION CURRENCIES









For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.









For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.









The buyer can agree to exceptions








· In case the local currency of the buyer is not freely convertible









· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.









									Africa








Botswana
ZAR









Cameroon
EUR









Cote d’Ivoire
EUR









Lesotho
ZAR









Mali
EUR









Namibia
ZAR









Senegal
EUR









South Africa
ZAR


















									Americas









Canada
CAD









Mexico
MXP



























									Asia & Australasia








Australia
AUD









Hong Kong
HKD









Indonesia
IDR









Japan
JPY









New Zealand
NZD









Papua, New Guinea
AUD









Singapore
SGD









Thailand
THB


















									Eastern Europe








Bulgaria
EUR









Croatia
EUR









Czech Republic
CZK









Estonia
EUR









Hungary
EUR









Kazakhstan
EUR









Latvia
EUR









Lithuania
EUR









Poland
PLN








Romania
EUR









Russia
EUR









Slovakia
EUR









Slovenia
EUR









Ukraine
EUR









Uzbekistan
EUR









Yugoslavia
EUR



























									Middle & Near East








Saudi Arabia
SAR


















									Western Europe & Scandinavia








Austria
EUR









Belgium
EUR









Denmark
DKK/EUR*









Finland
EUR









France
EUR









Germany
EUR









Greece
GRD/EUR*









Ireland
EUR









Italy
EUR









Luxembourg
EUR









Netherlands
EUR









Norway
NOK/EUR*









Portugal
EUR









Spain
EUR









Sweden
SEK/EUR*









Switzerland
CHF/EUR*









Turkey
TRL









United Kingdom
GBP/EUR*









* at Buyer’s choice

















									


























									


























									Intra-Group Arrangements









Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:









ABB Trademark and other Fees
ABBZH









ABB Corporate R&D Charges
CHRES









ABB Division/BU License Fees
CHTET









ABB Division/BA Management Fees
CHAMS









ABB Group License and User Fees
CHGPL









ABB GD 1.5 Marketing Fees
CHOVM









MIP Charge-Outs
GBEQU









ESAP Charge-Outs
GBESP




































Appendix 3









PAYMENT OF GROUP INTERNAL INVOICES









1.
Background









This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).









2.
Application









This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 









3.
General Principles









3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 









3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.









3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:









· to receive payments from and to make payments to other Users









· to offset, where permitted by law, amounts payable against amounts receivable between Users.









3.4 The “Settlement Center” is responsible for:









· facilitating the resolution of cross-border payment disputes between Users









· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System









· administering a special dispute resolution database (the “Dispute Resolution System”).









3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.









4.
The Payment Process in the Payment System









4.1
Rules and Procedures










For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.










Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 









4.2
Fees








The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).









4.3
Prior Agreements










Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 









5. The Settlement Process








(See Section 5.3 below for special rules applying to domestic sales)









5.1 Description of the Process:









a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.









b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.








c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.









d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .









e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .









f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.









g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 









h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.









i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.









j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.









k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 









5.2
Other Amounts Payable









5.2.1 Handling Fees:









A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 









The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.









The handling fees have been fixed as follows (all amounts are in USD):









									Disputed amount








									Base handling fee








									Plus % of amount over


















									< 20,000








									1,000








									

















									20,001 to 500,000








									1,000








									5% over 20,000

















									500,001 to 1,000000








									25,000








									3% over 500,000

















									1,000,001 to 7,000,000








									40,000








									0.7% over 1,000,000

















									> 7,000,001








									82,000








									


























The maximum fee is USD 82,000.









5.2.2 Additional Fees









Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.









In particular, the following actions are strictly forbidden:









· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.









· Use of retaliatory or unjust invoicing.









· Unjust dispute flagging









· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.









5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.








Instead the following rules apply for such sales:









Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.









On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 









Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 









6.
Set-Off









The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 









7.
Term Sheet









A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 









Appendix 4









List of Countries participating in Cross-Border Netting









									Argentina









Aruba









Australia









Austria









Bahrain









Belgium









Brazil









Canada









Chile









China









Columbia









Czech Republic









Denmark









Egypt









Estonia









Finland









France









Germany









Great Britain


















									Greece









Hong Kong 









Hungary









India









Indonesia









Ireland









Israel









Italy









Japan









Jordan









Kuwait









Latvia









Lebanon









Luxembourg









Malaysia









Mexico









New Zealand









Netherlands








									Norway









Peru 









Philippines









Poland









Portugal









Russia









Saudi Arabia









Singapore









Slovakia









South Africa









Spain









Sweden









Switzerland









Taiwan









Thailand









United Arab Emirate









United States of America









Venezuela


























List of Countries/Groups participating in Domestic Netting









									Australia









Austria









Belgium









Canada









Czech Republic









Denmark









Financial Services*









Finland









France









Germany









Great Britain


















									Holding Companies*









Hong Kong 









Italy









Japan









Kent Group*









 Lummus Global Group*









New Zealand









Netherlands








									Norway









Poland









Portugal









Singapore









Spain









Sweden









Switzerland









United States of America









Vetco Gray Group*


























* operating outside the Country Holding structure
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Reporting Currency






							






														Country Overview (Mandatory payment terms for cross-border sales)






														Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.






														Group-Internal payment terms per country relate to all reporting units unless specifically listed






														In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.






														Group-internal payment terms are defined on the basis of land or ship transportation.






														In case of air transportation, payment terms shall be reduced accordingly.






														Country							Reporting Currency							Group Internal Import Currency							Group Internal Export Currency							Group Internal Payment Terms							Reporting Code							Company Name






														ALGERIA							DZD							USD							USD							60							DZ							All DZ based reporting codes






														ANGOLA							USD							USD							USD							60							AOABB							ABB Electrica SGPS, Lda., Luanda






														ARGENTINA							ARS							USD							USD							120							ARABB							ABB S.A., Buenos Aires






														AUSTRALIA							AUD							AUD							-							75							AU							All AU based reporting codes






														AUSTRIA							EUR							EUR							-							60							ATABB							ABB AG, Vienna






														AZERBAIJAN							AZN							USD							USD							60							AZABB							ABB Azerbaijan LLC, Baku






														BAHRAIN							BHD							USD							USD							60							BHARE							ABB Technologies W.L.L., Bahrain






														BELGIUM							EUR							EUR							-							30							BEABB							ABB N.V., Zaventem






														BOLIVIA							USD							USD							USD							90							BOABB							Asea Brown Boveri Ltda., La Paz






														BOTSWANA							USD							USD							USD							60							BWABB							ABB (Pty) Ltd., Gaborone






														BRAZIL							BRL							USD							USD							90							BRABB							ABB Ltda., Osasco






														BULGARIA							BGN							EUR							EUR							60							BG							All BG based reporting codes






														CAMEROON							XAF							EUR							EUR							90							CMABB							Asea Brown Boveri S.A., Douala






														CANADA							CAD							CAD							-							60							CA							All CA based reporting codes






														CHILE							CLP							USD							USD							90							CL							All CL based reporting codes






														CHINA							CNY							USD, EUR							USD, EUR							90							CN							All CN based reporting codes






														COLOMBIA							COP							USD							USD							90							COABB							Asea Brown Boveri Ltda., Bogotá






														COTE D'IVOIRE							XOF							EUR							EUR							90							CIABB							ABB Technology SA, Abidjan






														CROATIA							HRK							EUR							EUR							60							HRABB							ABB Ltd., Zagreb






														CZECH REPUBLIC							CZK							EUR*							-							60							CZABB							ABB s.r.o., Sokolovska






																												* CZK for Research Centers






														DENMARK							DKK							DKK							-							30**							DKABB							ABB A/S, Skovlunde






																												** 90 days for Group internal purchases






																												related to Vestas






														ECUADOR							USD							USD							USD							90							ECABB							ABB Ecuador S.A., Quito






														EGYPT							EGP							USD							USD							90							EG							All EG based reporting codes






														EL SALVADOR							USD							USD							USD							90							SVABB							ABB S.A. de CV, San Salvador






														ESTONIA							EEK							EUR							EUR							60							EEABB							ABB AS, Tallinn






														FINLAND							EUR							EUR							-							30							FI							All FI based reporting codes






														FRANCE							EUR							EUR							-							60							FR							All FR based reporting codes






														GERMANY							EUR							EUR							-							30							DE							All DE based reporting codes






														GREECE							EUR							EUR							-							90							GR							All GR based reporting codes






														HONG KONG							HKD							USD, EUR							USD, EUR							90							HK							All HK based reporting codes






														HUNGARY							HUF							EUR							EUR							60							HUABB							ABB Engineering Trading and Service Ltd., Budapest






														INDIA							INR							USD, EUR							USD, EUR							120							IN							All IN based reporting codes






														INDONESIA							IDR							USD							USD							90							ID							All ID based reporting codes






														IRAN, ISLAMIC REPUBLIC OF							IRR							EUR							EUR							60							IRABB							ABB (P.J.S.C.), Teheran






														IRELAND							EUR							EUR							-							60							IE							All IE based reporting codes






														ISRAEL							ILS							EUR							EUR							90							ILABB							ABB Technologies Ltd., Tirat Carmel






														ITALY							EUR							EUR							-							60							IT							All IT based reporting codes






														JAPAN							JPY							JPY							-							90							JP							All JP based reporting codes






														JORDAN							JOD							USD							USD							60							JO							All DE based reporting codes






														KAZAKHSTAN							KZT							USD							USD							60							KZ							All KZ based reporting codes






														KENYA							USD							USD							USD							60							KEABB							ABB Limited, Nairobi






														KOREA, REPUBLIC OF							KRW							USD							USD							90							KRABB							ABB Ltd., Seoul






														KUWAIT							KWD							KWD							-							60							KWABB							ABB Engg. Technologies Co. (KSCC), Safat






														LATVIA							LVL							EUR							EUR							60							LVABB							ABB SIA, Riga






														LEBANON							USD							USD							USD							60							LBELE							ABB Electrical Co. S.A.L., Beirut






														LITHUANIA							LTL							EUR							EUR							60							LTABB							ABB UAB, Vilnius






														MALAYSIA							MYR							USD							USD							60							MY							All MY based reporting codes






														MAURITIUS							MUR							EUR							EUR							90							MUABB							Asea Brown Boveri Ltd., Port Louis






														MEXICO							MXN							USD							USD***							60							MX							All MX based reporting codes






																												*** valid for NAFTA only






														MOROCCO							MAD							EUR							EUR							90							MAABB							ABB S.A., Casablanca






														NAMIBIA							USD							USD							USD							60							NA							All NA based reporting codes






														NETHERLANDS							EUR							EUR							-							30							NLABB							ABB BV, Rotterdam






																					EUR							EUR							-							30							NLATP							ABB Holdings BV, Amsterdam






																					EUR							EUR							-							30							NLGAS							ABB Group Accounting Services B.V., Amstelveen






																					USD							USD							-							30							NLCAL							ABB Capital, B.V., Amsterdam






																					USD							USD							-							30							NLEVE							ABB Equity Ventures B.V., Amsterdam






																					USD							USD							-							30							NLFIN							ABB Finance B.V., Amsterdam






																					USD							USD							-							30							NLPRJ							ABB Equity Ventures Projects B.V., Amsterdam






														NEW CALEDONIA (FR)							AUD							AUD							-							75							NCABB							ABB SAS, New Caledonia






														NEW ZEALAND							NZD							NZD							-							75							NZ							All NZ based reporting codes






														NIGERIA							NGN							EUR							EUR							90							NG							All NG based reporting codes






														NORWAY							NOK							NOK							-							30							NO							All NO based reporting codes






														OMAN							OMR							USD							USD							60							OMABB							ABB LLC, Al Hamriya






														PAKISTAN							PKR							USD							USD							90							PK							All DE based reporting codes






														PANAMA							USD							USD							-							90							PAABB							ABB S.A., Panama






														PAPUA NEW GUINEA							AUD							AUD							-							75							PG							All PG based reporting codes






														PERU							PEN							USD							USD							90							PEABB							ABB S.A., Lima






														PHILIPPINES							PHP							USD							USD							90							PHABB							Asea Brown Boveri Inc., Paranaque, Metro Manila






														POLAND							EUR							EUR							-							60							PLENT							ABB Entrelec Sp. zo.o., Nova Wies Leborska






																					PLN							PLN****							-							60							PLABB							ABB Sp. zo.o., Warsaw






																												**** to be reviewed in 2010






														PORTUGAL							EUR							EUR							-							90							PT							All PT based reporting codes






														QATAR							QAR							USD							USD							60							QAABB							ABB Qatar LLC., Doha






														ROMANIA							RON							EUR							EUR							90							RO							All RO based reporting codes






														RUSSIAN FEDERATION							RUB							EUR							EUR							90							RU							All RU based reporting codes






														SAUDI ARABIA							SAR							USD							USD							90							SA							All SA based reporting codes






														SENEGAL							XOF							EUR							EUR							90							SNHER							ABB Technologies S.A., Dakar






														SERBIA							EUR							EUR							EUR							60							RSABB							ABB d.o.o., Belgrade






														SINGAPORE							SGD							SGD							-							60							SG							All SG based reporting codes






														SLOVAKIA							SKK							EUR							EUR							60							SKABB							ABB, s.r.o., Bratislava






														SLOVENIA							EUR							EUR							-							60							SIABB							ABB D.o.o., Ljubljana






														SOUTH AFRICA							ZAR							ZAR							-							60							ZA							All ZA based reporting codes






														SPAIN							EUR							EUR							-							90							ES							All ES based reporting codes






														SWEDEN							SEK							SEK							-							30							SE							All SE based reporting codes






														SWITZERLAND							CHF							CHF							-							30							CH							All CH based reporting codes, incl. Swiss based holding companies






														TAIWAN, PROVINCE OF CHINA							TWD							USD							USD							120							TW							All TW based reporting codes






														TANZANIA, UNITED REPUBLIC							USD							USD							USD							90							TZABB							ABB Limited, Dar Es Salaam






														THAILAND							THB							USD							USD							75							TH							All TH based reporting codes






														TUNISIA							EUR							EUR							EUR							90							TN							All TN based reporting codes






														TURKEY							USD							EUR							EUR							60							TR							All TR based reporting codes






														UGANDA							USD							USD							USD							90							UGABB							ABB Ltd., Kampala






														UKRAINE							USD							EUR							EUR							90							UAABB							ABB Ltd., Kiev






														UNITED ARAB EMIRATES							AED							USD							USD							60							AEAUT							ABB Automation L.L.C., Abu Dhabi






																					AED							USD							USD							90							AEFLC							ABB Industries FZ, Dubai






																					AED							USD							USD							90							AEIND							ABB Industries (L.L.C.), Dubai






																					AED							USD							USD							60							AETAD							ABB Transmission & Distribution Ltd., Abu Dhabi






																					EUR							USD							USD							60							AEPSP							ABB Power Systems, Abu Dhabi Branch (non legal entity)






														UNITED KINGDOM							GBP							GBP							-							60							GB							All GB based reporting codes






														UNITED STATES							USD							USD							-							60							US							All US based reporting codes






														URUGUAY							UYU							USD							USD							120							UYABB							ABB S.A., Montevideo (ARABB branch office)
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia














							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan





















							120 days after receipt of goods or services





















							Argentina







Venezuela













							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview 
 








1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 








1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 








1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 








1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 








2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-








group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 








currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 








the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 








transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 








for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  








 
2.3 Payment terms 
 








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 








Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








2.5 ABB payment system 
 








All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 








 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 








dispute whenever they are not treated according to the Group instruction (by 
the other party). 








 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 








 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 








3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 








3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 








 
Not applicable 
 
4.0 Revision History 
 
 








Revision Approved By Date Revision Notes 
1.0 Group 








Directive 
Committee by 








circulation 








June 12, 
2007 








All changes are highlighted 
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Appendix 1 
 
 








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 








For sales to Payment term 
 








China (excl. Hong Kong) 
India 
Israel 
Korea 








Philippines 
Russia 








Saudi Arabia 
Venezuela 








 








 
 
 
 








90 days after receipt of goods or services 
 








 
Brazil 
Egypt 








Indonesia 
Taiwan 








 
 








 
120 days after receipt of goods or services 








 








 
Argentina 








 








 
180 days after receipt of goods or services 
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Appendix 2 








MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 








Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 








Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 








Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 








Special – operating outside country 
holding structures








Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 








PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 








Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  








 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 








invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 








ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 








 
• to receive payments from and to make payments to other Users 








• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 








 
 
3.4 The “Settlement Center” is responsible for: 
 








• facilitating the resolution of cross-border payment disputes between Users 








• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 








• administering a special dispute resolution database (the “Dispute Resolution 
System”). 








 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 








arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 








 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 








 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 12 of 19 
 








 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  








 
 
4.2 Fees








  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 








4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  








 
 
5. The Settlement Process 








(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 








 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 








a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 








amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 








 
e. If the Country Controllers resolve the dispute, they must document their agreement 








in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-








Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 








 
g. The Payee must prepare a short summary of his claim describing the facts relating to 








his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  








 
h. The Arbitration Panel will make a final and binding decision based on the above 








documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 








 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 








shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 








the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 








would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  








 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 








A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  








< 20,000 1,000  








20,001 to 500,000 1,000 5% over 20,000 








500,001 to 1,000000 25,000 3% over 500,000 








1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 








> 7,000,001 82,000  








The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 








Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 








• 








• 








• 








• 








The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 








Use of retaliatory or unjust invoicing. 








Unjust dispute flagging 








Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 








 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 








Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  








 
 
 
6. Set-Off 
 








The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  








 
 
 
7. Term Sheet 
 








A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 








LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 








Argentina 
Aruba 








Australia 
Austria 
Bahrain 
Belgium 
Brazil 








Canada 
Chile 
China 








Columbia 
Czech Republic 








Denmark 
Egypt 








Estonia 
Finland 
France 








Germany 
Great Britain 








 








Greece 
Hong Kong  








Hungary 
India 








Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 








Lebanon 
Luxembourg 








Malaysia 
Mexico 








New Zealand 
Netherlands 








Norway 
Peru  








Philippines 
Poland 








Portugal 
Russia 








Saudi Arabia 
Singapore 
Slovakia 








South Africa 
Spain 








Sweden 
Switzerland 








Taiwan 
Thailand 








United Arab Emirate 
United States of America 








Venezuela 








 
 








 








LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 








Czech Republic 
Denmark 








Financial Services* 
Finland 
France 








Germany 
Great Britain 








 








Holding Companies* 
Hong Kong  








Italy 
Japan 








Kent Group* 
 Lummus Global Group* 








New Zealand 
Netherlands 








Norway 
Poland 








Portugal 
Singapore 








Spain 
Sweden 








Switzerland 
United States of America 








Vetco Gray Group* 








* operating outside the Country Holding structure 
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 








Appendix 4








List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.











1.2 Objective(s)






The Group-internal payment conditions shall minimize the 





intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance

















1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· 





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 


















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms















































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.

















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).





2.3.2.4 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.






2.3.2.5 BU Turbocharging





Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.






The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:






Europe: 30 days based on Incoterms CIP destination airport.






Overseas: 45 days based on Incoterms CIP destination airport.





2.4 Payment currency











GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.












2.4.1 











In case 





2.4.2 





2.4.2.1 











the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions





For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).






Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.






Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.3 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor





2.4.2.4 





























2.4.2.5 





” arrangements





2.4.2.5.1 











2.4.2.5.2 











, i.e. purchase 





2.4.2.6 





· and sales are made in the same (foreign currency.





2.4.2.7 

















2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews Appendix 1 and 2 on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






Country Overview
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Appendix 2






						Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements






Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.





ABBHO






ABBZH






CHAMS






CHGPL






CHOVM






CHRES






CHTET






GGEQU






GGESP






SETET






GTO (NLCAL, SGTRE, and USTCE)





Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP





ABB Division/BU License Fees
SETET





























						





						











						















































						

















						





























						

















						

















						





















































· 





· 





						



























































						





























						



























































						

















































































































						

















						





























































































































						

















						

















						













































































Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium












Brazil












Canada






Chile






China












Columbia






Czech Republic






Denmark


















Egypt






Estonia






Finland






France






Germany


















Great Britain












						











Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan












Kuwait






Latvia






Lebanon











Luxembourg






Malaysia












Mexico






New Zealand






Netherlands



































						











Philippines






Poland






Portugal


















Russia






Saudi Arabia






Singapore






Slovakia












South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand












United Arab Emirate











United States of America






Venezuela























List of Countries/Groups participating in Domestic Netting






						











Belgium






China









































Germany


















						Norway





Spain





Sweden





















































						



































Switzerland






United Kingdom





United States of America
























* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History
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							Date
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							June 12, 2007






							All changes are highlighted













							






							






							






							













							






							






							






							




















Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee







Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.







Country Reporting 
Currency







Group 
Internal 
Import 







Currency







Group 
Internal 
Export 







Currency







Group 
Internal 







Payment 
Terms







Reporting 
Code







Company Name







ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger







ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney







AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA







AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia







BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo







CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec







CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)







CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal







CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong







COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska







* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde







** 90 days for Group internal purchases
   related to Vestas







ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo







EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez







EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki







1/5



























Country Reporting 
Currency







Group 
Internal 
Import 







Currency







Group 
Internal 
Export 







Currency







Group 
Internal 







Payment 
Terms







Reporting 
Code







Company Name







FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering







GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde







GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens







HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong







HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore







INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka







INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta







IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin







EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan







EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)







JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo







JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman







KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty







KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya







MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla







MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only







MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek







ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam







EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam







NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland







NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja







NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad







NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen







OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore







PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby







AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska







PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010







PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto







QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest







RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow







RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow







SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar







SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore







SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore







SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit







USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill







SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna







SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)







TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei







TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok







THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok







TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis







TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul







UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi







AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)







UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)







URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas







VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare







***** due to CADIVI, reviewed regularly
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia














							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan





















							120 days after receipt of goods or services





















							Argentina







Venezuela













							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview 
 








1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 








1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 








1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 








1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 








2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-








group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 








currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 








the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 








transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 








for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  








 
2.3 Payment terms 
 








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 








Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








2.5 ABB payment system 
 








All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 








 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 








dispute whenever they are not treated according to the Group instruction (by 
the other party). 








 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 








 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 








3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 








3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 








 
Not applicable 
 
4.0 Revision History 
 
 








Revision Approved By Date Revision Notes 
1.0 Group 








Directive 
Committee by 








circulation 








June 12, 
2007 








All changes are highlighted 
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Appendix 1 
 
 








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 








For sales to Payment term 
 








China (excl. Hong Kong) 
India 
Israel 
Korea 








Philippines 
Russia 








Saudi Arabia 
Venezuela 








 








 
 
 
 








90 days after receipt of goods or services 
 








 
Brazil 
Egypt 








Indonesia 
Taiwan 








 
 








 
120 days after receipt of goods or services 








 








 
Argentina 








 








 
180 days after receipt of goods or services 
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Appendix 2 








MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 








Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 








Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 








Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 








Special – operating outside country 
holding structures








Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 








PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 








Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  








 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 








invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 








ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 








 
• to receive payments from and to make payments to other Users 








• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 








 
 
3.4 The “Settlement Center” is responsible for: 
 








• facilitating the resolution of cross-border payment disputes between Users 








• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 








• administering a special dispute resolution database (the “Dispute Resolution 
System”). 








 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 








arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 








 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 








 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  








 
 
4.2 Fees








  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 








4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  








 
 
5. The Settlement Process 








(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 








 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 








a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 








amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 








 
e. If the Country Controllers resolve the dispute, they must document their agreement 








in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-








Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 








 
g. The Payee must prepare a short summary of his claim describing the facts relating to 








his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  








 
h. The Arbitration Panel will make a final and binding decision based on the above 








documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 








 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 








shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 








the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 








would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  








 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 








A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  








< 20,000 1,000  








20,001 to 500,000 1,000 5% over 20,000 








500,001 to 1,000000 25,000 3% over 500,000 








1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 








> 7,000,001 82,000  








The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 








Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 








• 








• 








• 








• 








The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 








Use of retaliatory or unjust invoicing. 








Unjust dispute flagging 








Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 








 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 








Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  








 
 
 
6. Set-Off 
 








The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  








 
 
 
7. Term Sheet 
 








A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 








LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 








Argentina 
Aruba 








Australia 
Austria 
Bahrain 
Belgium 
Brazil 








Canada 
Chile 
China 








Columbia 
Czech Republic 








Denmark 
Egypt 








Estonia 
Finland 
France 








Germany 
Great Britain 








 








Greece 
Hong Kong  








Hungary 
India 








Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 








Lebanon 
Luxembourg 








Malaysia 
Mexico 








New Zealand 
Netherlands 








Norway 
Peru  








Philippines 
Poland 








Portugal 
Russia 








Saudi Arabia 
Singapore 
Slovakia 








South Africa 
Spain 








Sweden 
Switzerland 








Taiwan 
Thailand 








United Arab Emirate 
United States of America 








Venezuela 








 
 








 








LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 19 of 19 
 








Australia 
Austria 
Belgium 
Canada 








Czech Republic 
Denmark 








Financial Services* 
Finland 
France 








Germany 
Great Britain 








 








Holding Companies* 
Hong Kong  








Italy 
Japan 








Kent Group* 
 Lummus Global Group* 








New Zealand 
Netherlands 








Norway 
Poland 








Portugal 
Singapore 








Spain 
Sweden 








Switzerland 
United States of America 








Vetco Gray Group* 








* operating outside the Country Holding structure 
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 







 
 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 3 of 19 
 







2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 14 of 19 
 







 
j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency Update Clean




										Group Internal Payment Conditions GI/GT-01.09																														Appendix 1




																																								August 6, 2012




										Country Overview (Mandatory payment terms for cross-border sales)









										Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed.




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different




										transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.









										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BE					All BE based reporting codes




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					BWP					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BR					All BR based reporting codes




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					CO					All CO based reporting codes




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					90					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				   related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EUR					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					Asea Brown Boveri S.A., Metamorphossis Attica




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HU					All HU based reporting codes




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					USD					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IEABB					ABB Ltd, Dublin




										ISRAEL					ILS					EUR					EUR					90					IL					All IL based reporting codes




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NAABB					Asea Brown Boveri (Pty) Ltd., Windhoek




										NETHERLANDS					EUR					EUR					-					30					NL					All NL based reporting codes except below mentioned Treasury units




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PKABB					ABB (Pvt) Ltd., Lahore




										PANAMA					USD					USD					-					90					PA					All PA based reporting codes




										PAPUA NEW GUINEA					AUD					AUD					-					75					PGJWP					ABB James Watt (PNG) Limited, Port Moresby




										PERU					PEN					USD					USD					90					PE					All PE based reporting codes




										PHILIPPINES					PHP					USD					USD					90					PH					All PH based reporting codes




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN					-					60					PL					All other PL based reporting codes




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QA					All QA based reporting codes




										ROMANIA					RON					EUR					EUR					90					ROABB					ABB SRL, Bucharest




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					USD					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					RSD					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					EUR					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					UAH					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UY					All UY based reporting codes




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.




1.2 Objective(s)





The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.




This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




GD/LC-24 Project Risk Evaluation and Order Approval










1.4 Group Instruction cross-reference





GI/FT-02.01 Tax Transfer Pricing




2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 




· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.




· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.




Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 




2.3 Payment terms




Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.




Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.




Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.





Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 




The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  





Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.




ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency




GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.




2.4.1 General approach




In general, intra-group transactions must be contracted in the local currency of the buyer.




In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.




2.4.2 Exceptions




2.4.2.1 Smaller countries with currency restrictions




For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).





Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.





2.4.2.4 Price list items




Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).




Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 





Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.





Price lists with indicative pricing do not qualify for the above exception.





2.4.2.5 Contract Manufacturing





Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.





2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.





2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.





The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.




2.4.2.6 Alternative invoice currencies





The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.




2.4.2.7 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).




· The Group CFO reviews Appendix 1 and 2 on a yearly basis.





· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulation Number 2.10




3.2 Appendices





Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)




Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices





Appendix 4 - List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL and SGTRE)




Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GGEQU




ESAP Charge-Outs
GGESP




ABB Division/BU License Fees
SETET



















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium




Bolivia




Brazil




Bulgaria





Canada





Chile





China





Colombia





Czech Republic





Denmark





Ecuador





El Salvador





Egypt





Estonia





Finland





France





Germany




Greece





Hong Kong









					Hungary




India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Korea





Kuwait





Latvia





Lebanon




Lithuania




Luxembourg





Malaysia





Mauritius





Mexico





New Zealand





Netherlands




Norway





Oman





Panama





Peru










					Philippines




Poland





Portugal





Qatar





Romania





Russia





Saudi Arabia





Singapore





Slovakia




Slovenia




South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand




Turkey




United Arab Emirates




United Kingdom




United States of America





Venezuela




Vietnam














List of Countries/Groups participating in Domestic Netting





					Belgium




China




Germany









					Norway




Spain




Sweden









					Switzerland




United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.











1.2 Objective(s)






The Group-internal payment conditions shall minimize the 





intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance

















1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· 





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 


















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms















































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.

















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of workin







Reporting Currency Update 2013


						Group Internal Payment Conditions GI/GT-01.09																		Appendix 1


																								July 4, 2013


						Country Overview (Mandatory Payment Terms for Cross-Border Sales)





						Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.


						Group-internal payment terms per country relate to all reporting units unless specifically listed.


						In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different


						transportation time.


						Group-internal payment terms are defined on the basis of land or ship transportation.


						In case of air transportation, payment terms shall be reduced accordingly.





						PAMP CONDITIONS: Until 31.12.2013 all the sales transactions of the PAMP BU are on a 30 DAYS terms. Countries exempt from this conditions are Argentina and China


						for which the terms in the table below apply.





						Country			Reporting Currency			Group Internal Import Currency			Group Internal Export Currency			Group Internal Payment Terms			Reporting Code			Company Name


						ALGERIA			DZD			USD			USD			60			DZ			All DZ based reporting codes


						ANGOLA			USD			USD			USD			60			AOABB			ABB Electrica SGPS, Lda., Luanda


						ARGENTINA			ARS			USD			USD			120			ARABB			ABB S.A., Buenos Aires


						AUSTRALIA			AUD			AUD			-			90			AU			All AU based reporting codes


						AUSTRIA			EUR			EUR			-			60			ATABB			ABB AG, Vienna


						BAHRAIN			BHD			USD			USD			60			BHARE			ABB Technologies W.L.L., Bahrain


						BELGIUM			EUR			EUR			-			30			BE			All BE based reporting codes


						BOLIVIA			USD			USD			USD			90			BOABB			Asea Brown Boveri Ltda., La Paz


						BOTSWANA			BWP			USD			USD			60			BWABB			ABB (Pty) Ltd., Gaborone


						BRAZIL			BRL			USD			USD			90			BR			All BR based reporting codes


						BULGARIA			BGN			EUR			EUR			60			BG			All BG based reporting codes


						CAMEROON			XAF			EUR			EUR			90			CMABB			Asea Brown Boveri S.A., Douala


						CANADA			CAD			CAD			-			60			CA			All CA based reporting codes


						CHILE			CLP			USD			USD			90			CL			All CL based reporting codes


						CHINA			CNY			USD, EUR			USD, EUR			90			CN			All CN based reporting codes


						COLOMBIA			COP			USD			USD			90			CO			All CO based reporting codes


						COTE D'IVOIRE			XOF			EUR			EUR			90			CIABB			ABB Technology SA, Abidjan


						CROATIA			HRK			EUR			EUR			90			HRABB			ABB Ltd., Zagreb


						CZECH REPUBLIC			CZK			EUR*			-			60			CZABB			ABB s.r.o., Sokolovska


												* CZK for Research Centers


						DENMARK			DKK			DKK			-			30**			DKABB			ABB A/S, Skovlunde


												** 90 days for Group internal purchases


												   related to Vestas


						ECUADOR			USD			USD			USD			90			ECABB			ABB Ecuador S.A., Quito


						EGYPT			EGP			USD			USD			150			EG			All EG based reporting codes - VALID UNTIL MID 2013


						EL SALVADOR			USD			USD			USD			90			SVABB			ABB S.A. de CV, San Salvador


						ESTONIA			EUR			EUR			EUR			60			EEABB			ABB AS, Tallinn


						FINLAND			EUR			EUR			-			30			FI			All FI based reporting codes


						FRANCE			EUR			EUR			-			60			FR			All FR based reporting codes


						GERMANY			EUR			EUR			-			30			DE			All DE based reporting codes


						GREECE			EUR			EUR			-			90			GR			Asea Brown Boveri S.A., Metamorphossis Attica


						HONG KONG			HKD			USD, EUR			USD, EUR			90			HK			All HK based reporting codes


						HUNGARY			HUF			EUR			EUR			60			HU			All HU based reporting codes


						INDIA			INR			USD, EUR			USD, EUR			120			IN			All IN based reporting codes


						INDONESIA			USD			USD			USD			90			ID			All ID based reporting codes


						IRAN, ISLAMIC REPUBLIC OF			IRR			EUR			EUR			60			IRABB			ABB (P.J.S.C.), Teheran


						IRELAND			EUR			EUR			-			60			IEABB			ABB Ltd, Dublin


						ISRAEL			ILS			EUR			EUR			90			IL			All IL based reporting codes


						ITALY			EUR			EUR			-			60			IT			All IT based reporting codes


						JAPAN			JPY			JPY			-			90			JP			All JP based reporting codes


						JORDAN			JOD			USD			USD			60			JO			All DE based reporting codes


						KAZAKHSTAN			KZT			USD			USD			60			KZ			All KZ based reporting codes


						KENYA			USD			USD			USD			60			KEABB			ABB Limited, Nairobi


						KOREA, REPUBLIC OF			KRW			USD			USD			90			KRABB			ABB Ltd., Seoul


						KUWAIT			KWD			KWD			-			60			KWABB			ABB Engg. Technologies Co. (KSCC), Safat


						LATVIA			LVL			EUR			EUR			60			LVABB			ABB SIA, Riga


						LITHUANIA			LTL			EUR			EUR			60			LTABB			ABB UAB, Vilnius


						MALAYSIA			MYR			USD			USD			60			MY			All MY based reporting codes


						MAURITIUS			MUR			EUR			EUR			90			MUABB			Asea Brown Boveri Ltd., Port Louis


						MEXICO			MXN			USD			USD***			60			MX			All MX based reporting codes


												*** valid for NAFTA only


						MOROCCO			MAD			EUR			EUR			90			MAABB			ABB S.A., Casablanca


						NAMIBIA			USD			USD			USD			60			NAABB			Asea Brown Boveri (Pty) Ltd., Windhoek


						NETHERLANDS			EUR			EUR			-			30			NL			All NL based reporting codes except below mentioned Treasury units


									USD			USD			-			30			NLCAL			ABB Capital, B.V., Amsterdam


									USD			USD			-			30			NLEVE			ABB Equity Ventures B.V., Amsterdam


									USD			USD			-			30			NLFIN			ABB Finance B.V., Amsterdam


						NEW CALEDONIA (FR)			AUD			AUD			-			75			NCABB			ABB SAS, New Caledonia


						NEW ZEALAND			NZD			NZD			-			75			NZ			All NZ based reporting codes


						NIGERIA			NGN			EUR			EUR			90			NG			All NG based reporting codes


						NORWAY			NOK			NOK			-			30			NO			All NO based reporting codes


						OMAN			OMR			USD			USD			60			OMABB			ABB LLC, Al Hamriya


						PAKISTAN			PKR			USD			USD			90			PKABB			ABB (Pvt) Ltd., Lahore


						PANAMA			USD			USD			-			90			PA			All PA based reporting codes


						PAPUA NEW GUINEA			AUD			AUD			-			75			PGJWP			ABB James Watt (PNG) Limited, Port Moresby


						PERU			PEN			USD			USD			90			PE			All PE based reporting codes


						PHILIPPINES			PHP			USD			USD			90			PH			All PH based reporting codes


						POLAND			EUR			EUR			-			60			PLENT			ABB Entrelec Sp. zo.o., Nova Wies Leborska


									PLN			PLN			-			60			PL			All other PL based reporting codes


						PORTUGAL			EUR			EUR			-			90			PT			All PT based reporting codes


						QATAR			QAR			USD			USD			60			QA			All QA based reporting codes


						ROMANIA			RON			EUR			EUR			90			ROABB			ABB SRL, Bucharest


						RUSSIAN FEDERATION			RUB			EUR			EUR			90			RU			All RU based reporting codes


						SAUDI ARABIA			USD			USD			USD			90			SA			All SA based reporting codes


						SENEGAL			XOF			EUR			EUR			90			SNHER			ABB Technologies S.A., Dakar


						SERBIA			RSD			EUR			EUR			60			RSABB			ABB d.o.o., Belgrade


						SINGAPORE			SGD			SGD			-			60			SG			All SG based reporting codes


						SLOVAKIA			EUR			EUR			EUR			60			SKABB			ABB, s.r.o., Bratislava


						SLOVENIA			EUR			EUR			-			60			SIABB			ABB D.o.o., Ljubljana


						SOUTH AFRICA			ZAR			ZAR			-			60			ZA			All ZA based reporting codes


						SPAIN			EUR			EUR			-			90			ES			All ES based reporting codes


						SWEDEN			SEK			SEK			-			30			SE			All SE based reporting codes


						SWITZERLAND			CHF			CHF			-			30			CH			All CH based reporting codes, incl. Swiss based holding companies


						TAIWAN, PROVINCE OF CHINA			TWD			USD			USD			120			TW			All TW based reporting codes


						TANZANIA, UNITED REPUBLIC			USD			USD			USD			90			TZABB			ABB Limited, Dar Es Salaam


						THAILAND			THB			USD			USD			75			TH			All TH based reporting codes


						TUNISIA			EUR			EUR			EUR			90			TN			All TN based reporting codes


						TURKEY			TRY			EUR			EUR			60			TR			All TR based reporting codes


						UGANDA			USD			USD			USD			90			UGABB			ABB Ltd., Kampala


						UKRAINE			UAH			EUR			EUR			90			UAABB			ABB Ltd., Kiev


						UNITED ARAB EMIRATES			AED			USD			USD			60			AEAUT			ABB Automation L.L.C., Abu Dhabi


									AED			USD			USD			90			AEFLC			ABB Industries FZ, Dubai


									AED			USD			USD			90			AEIND			ABB Industries (L.L.C.), Dubai


									AED			USD			USD			60			AETAD			ABB Transmission & Distribution Ltd., Abu Dhabi


						UNITED KINGDOM			GBP			GBP			-			60			GB			All GB based reporting codes


						UNITED STATES			USD			USD			-			60			US			All US based reporting codes


						URUGUAY			UYU			USD			USD			120			UY			All UY based reporting codes


						VENEZUELA			VEF			USD			USD			180*****			VEABB			Asea Brown Boveri S.A., Caracas


												***** due to CADIVI, reviewed regularly


						VIETNAM			VND			USD			USD			90			VNTRA			ABB Ltd., Hanoi


						ZAMBIA			USD			USD			USD			90			ZMPLS			ABB Ltd., Lusaka


						ZIMBABWE			USD			USD			USD			90			ZWPLS			ABB (Private) Ltd., Harare
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						Group Internal Payment Conditions GI/GT-01.09																		Appendix 1


																								January 21, 2014


						Country Overview (Mandatory Payment Terms for Cross-Border Sales)





						Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.


						Group-internal payment terms per country relate to all reporting units unless specifically listed.


						In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different


						transportation time.


						Group-internal payment terms are defined on the basis of land or ship transportation.


						In case of air transportation, payment terms shall be reduced accordingly.





						PAMP CONDITIONS: Until 31.12.2014 all the sales transactions of the PAMP BU are on a 30 DAYS terms. Countries exempt from this conditions are Argentina and China


						for which the terms in the table below apply.





						Country			Reporting Currency			Group Internal Import Currency			Group Internal Export Currency			Group Internal Payment Terms			Reporting Code			Company Name


						ALGERIA			DZD			USD			USD			60			DZ			All DZ based reporting codes


						ANGOLA			USD			USD			USD			60			AOABB			ABB Electrica SGPS, Lda., Luanda


						ARGENTINA			ARS			USD			USD			120			ARABB			ABB S.A., Buenos Aires


						AUSTRALIA			AUD			AUD			-			90			AU			All AU based reporting codes


						AUSTRIA			EUR			EUR			-			60			ATABB			ABB AG, Vienna


						BAHRAIN			BHD			USD			USD			60			BHARE			ABB Technologies W.L.L., Bahrain


						BELGIUM			EUR			EUR			-			30			BE			All BE based reporting codes


						BOLIVIA			USD			USD			USD			90			BOABB			Asea Brown Boveri Ltda., La Paz


						BOTSWANA			BWP			USD			USD			60			BWABB			ABB (Pty) Ltd., Gaborone


						BRAZIL			BRL			USD			USD			90			BR			All BR based reporting codes


						BULGARIA			BGN			EUR			EUR			60			BG			All BG based reporting codes


						CAMEROON			XAF			EUR			EUR			90			CMABB			Asea Brown Boveri S.A., Douala


						CANADA			CAD			CAD			-			60			CA			All CA based reporting codes


						CHILE			CLP			USD			USD			90			CL			All CL based reporting codes


						CHINA			CNY			USD, EUR			USD, EUR			90			CN			All CN based reporting codes


						COLOMBIA			COP			USD			USD			90			CO			All CO based reporting codes


						CONGO			USD			USD			USD			90			CDR			All CDR based reporting codes


						COTE D'IVOIRE			XOF			EUR			EUR			90			CIABB			ABB Technology SA, Abidjan


						CROATIA			HRK			EUR			EUR			90			HRABB			ABB Ltd., Zagreb


						CZECH REPUBLIC			CZK			EUR*			-			60			CZABB			ABB s.r.o., Sokolovska


												* CZK for Research Centers


						DENMARK			DKK			DKK			-			30**			DKABB			ABB A/S, Skovlunde


												** 90 days for Group internal purchases


												   related to Vestas


						ECUADOR			USD			USD			USD			90			ECABB			ABB Ecuador S.A., Quito


						EGYPT			EGP			USD			USD			150			EG			All EG based reporting codes - Valid until End 2014 (or further notice)


						EL SALVADOR			USD			USD			USD			90			SVABB			ABB S.A. de CV, San Salvador


						ESTONIA			EUR			EUR			EUR			60			EEABB			ABB AS, Tallinn


						FINLAND			EUR			EUR			-			30			FI			All FI based reporting codes


						FRANCE			EUR			EUR			-			60			FR			All FR based reporting codes


						GERMANY			EUR			EUR			-			30			DE			All DE based reporting codes


						GREECE			EUR			EUR			-			90			GR			Asea Brown Boveri S.A., Metamorphossis Attica


						HONG KONG			HKD			USD, EUR			USD, EUR			90			HK			All HK based reporting codes


						HUNGARY			HUF			EUR			EUR			60			HU			All HU based reporting codes


						INDIA			INR			USD, EUR			USD, EUR			120			IN			All IN based reporting codes


						INDONESIA			USD			USD			USD			90			ID			All ID based reporting codes


						IRAN, ISLAMIC REPUBLIC OF			IRR			EUR			EUR			60			IRABB			ABB (P.J.S.C.), Teheran


						IRELAND			EUR			EUR			-			60			IEABB			ABB Ltd, Dublin


						ISRAEL			ILS			EUR			EUR			90			IL			All IL based reporting codes


						ITALY			EUR			EUR			-			60			IT			All IT based reporting codes


						JAPAN			JPY			JPY			-			90			JP			All JP based reporting codes


						JORDAN			JOD			USD			USD			60			JO			All DE based reporting codes


						KAZAKHSTAN			KZT			USD			USD			60			KZ			All KZ based reporting codes


						KENYA			USD			USD			USD			60			KEABB			ABB Limited, Nairobi


						KOREA, REPUBLIC OF			KRW			USD			USD			90			KRABB			ABB Ltd., Seoul


						KUWAIT			KWD			KWD			-			60			KWABB			ABB Engg. Technologies Co. (KSCC), Safat


						LATVIA			LVL			EUR			EUR			60			LVABB			ABB SIA, Riga


						LITHUANIA			LTL			EUR			EUR			60			LTABB			ABB UAB, Vilnius


						MALAYSIA			MYR			USD			USD			60			MY			All MY based reporting codes


						MAURITIUS			MUR			EUR			EUR			90			MUABB			Asea Brown Boveri Ltd., Port Louis


						MEXICO			MXN			USD			USD***			60			MX			All MX based reporting codes


												*** valid for NAFTA only


						MOROCCO			MAD			EUR			EUR			90			MAABB			ABB S.A., Casablanca


						NAMIBIA			USD			USD			USD			60			NAABB			Asea Brown Boveri (Pty) Ltd., Windhoek


						NETHERLANDS			EUR			EUR			-			30			NL			All NL based reporting codes except below mentioned Treasury units


									USD			USD			-			30			NLCAL			ABB Capital, B.V., Amsterdam


									USD			USD			-			30			NLEVE			ABB Equity Ventures B.V., Amsterdam


									USD			USD			-			30			NLFIN			ABB Finance B.V., Amsterdam


						NEW CALEDONIA (FR)			AUD			AUD			-			75			NCABB			ABB SAS, New Caledonia


						NEW ZEALAND			NZD			NZD			-			75			NZ			All NZ based reporting codes


						NIGERIA			NGN			EUR			EUR			90			NG			All NG based reporting codes


						NORWAY			NOK			NOK			-			30			NO			All NO based reporting codes


						OMAN			OMR			USD			USD			60			OMABB			ABB LLC, Al Hamriya


						PAKISTAN			PKR			USD			USD			90			PKABB			ABB (Pvt) Ltd., Lahore


						PANAMA			USD			USD			-			90			PA			All PA based reporting codes


						PAPUA NEW GUINEA			AUD			AUD			-			75			PGJWP			ABB James Watt (PNG) Limited, Port Moresby


						PERU			PEN			USD			USD			90			PE			All PE based reporting codes


						PHILIPPINES			PHP			USD			USD			90			PH			All PH based reporting codes


						POLAND			EUR			EUR			-			60			PLENT			ABB Entrelec Sp. zo.o., Nova Wies Leborska


									PLN			PLN			-			60			PL			All other PL based reporting codes


						PORTUGAL			EUR			EUR			-			90			PT			All PT based reporting codes


						QATAR			QAR			USD			USD			60			QA			All QA based reporting codes


						ROMANIA			RON			EUR			EUR			90			ROABB			ABB SRL, Bucharest


						RUSSIAN FEDERATION			RUB			EUR			EUR			90			RU			All RU based reporting codes


						SAUDI ARABIA			USD			USD			USD			90			SA			All SA based reporting codes


						SENEGAL			XOF			EUR			EUR			90			SNHER			ABB Technologies S.A., Dakar


						SERBIA			RSD			EUR			EUR			60			RSABB			ABB d.o.o., Belgrade


						SINGAPORE			SGD			SGD			-			60			SG			All SG based reporting codes


						SLOVAKIA			EUR			EUR			EUR			60			SKABB			ABB, s.r.o., Bratislava


						SLOVENIA			EUR			EUR			-			60			SIABB			ABB D.o.o., Ljubljana


						SOUTH AFRICA			ZAR			ZAR			-			60			ZA			All ZA based reporting codes


						SPAIN			EUR			EUR			-			90			ES			All ES based reporting codes


						SWEDEN			SEK			SEK			-			30			SE			All SE based reporting codes


						SWITZERLAND			CHF			CHF			-			30			CH			All CH based reporting codes, incl. Swiss based holding companies


						TAIWAN, PROVINCE OF CHINA			TWD			USD			USD			120			TW			All TW based reporting codes


						TANZANIA, UNITED REPUBLIC			USD			USD			USD			90			TZABB			ABB Limited, Dar Es Salaam


						THAILAND			THB			USD			USD			75			TH			All TH based reporting codes


						TUNISIA			EUR			EUR			EUR			90			TN			All TN based reporting codes


						TURKEY			TRY			EUR			EUR			60			TR			All TR based reporting codes


						UGANDA			USD			USD			USD			90			UGABB			ABB Ltd., Kampala


						UKRAINE			UAH			EUR			EUR			90			UAABB			ABB Ltd., Kiev


						UNITED ARAB EMIRATES			AED			USD			USD			60			AEAUT			ABB Automation L.L.C., Abu Dhabi


									AED			USD			USD			90			AEFLC			ABB Industries FZ, Dubai


									AED			USD			USD			90			AEIND			ABB Industries (L.L.C.), Dubai


									AED			USD			USD			60			AETAD			ABB Transmission & Distribution Ltd., Abu Dhabi


						UNITED KINGDOM			GBP			GBP			-			60			GB			All GB based reporting codes


						UNITED STATES			USD			USD			-			60			US			All US based reporting codes


						URUGUAY			UYU			USD			USD			120			UY			All UY based reporting codes


						VENEZUELA			VEF			USD			USD			180*****			VEABB			Asea Brown Boveri S.A., Caracas


												***** due to CADIVI, reviewed regularly


						VIETNAM			VND			USD			USD			90			VNTRA			ABB Ltd., Hanoi


						ZAMBIA			USD			USD			USD			90			ZMPLS			ABB Ltd., Lusaka


						ZIMBABWE			USD			USD			USD			90			ZWPLS			ABB (Private) Ltd., Harare
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CASH-IN-TIME PAYMETS OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal over-dues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a web application used for all cross-border and domestic invoices. The procedures are built on two pillars: a mandatory payment system (the “CIT Payment System”) and a mandatory settlement procedure for disputed amounts (the “CIT Settlement Process”).



2.
General Principles



2.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the CIT Payment System for payment on the relevant settlement day (the “CIT Settlement Day”). 



2.2
Each Receivable Request shall be entered in the CIT Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



2.3
ABB Capital B.V., Zurich Branch, (“the CIT Payment Center”) is responsible for providing ABB Group companies that use the CIT Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



2.4
The CIT Settlement Center is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) via the CIT Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”)



2.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 4. below) arising in the CIT Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.


3.
Payment Process



3.1
Rules and Procedures




For the CIT Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.



Each User agrees to abide by and observe all rules and procedures issued by the CIT Payment Center in connection with the operation of the CIT Payment System by the CIT Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



3.2
Fees


The CIT Payment Center charges and collects transaction fees from the Payer for each payment made through the CIT Payment System. The fees may be changed by the CIT Payment Center from time to time and are detailed in the relevant term sheet.


4.
Settlement Process 


4.1
Description of the Process


(Sections 4.1 c. to k. and 4.2 are not applicable to domestic sales, see point 4.3)


a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the CIT Payment Center for settlement and value not later than the relevant CIT Settlement Day. The dispute amount is transferred by the CIT Payment Center to the Suspense Account of the CIT Settlement Center which is also held with ABB Capital B.V., Zurich Branch, until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The CIT Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.


e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.


f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the CIT Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The CIT Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash-in-Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the CIT Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the CIT Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the CIT Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the CIT Payment System appropriate Receivable Requests using a special form (the “Receivable Template”) created by the CIT Settlement Center. In addition, the CIT Settlement Center will enter information into the CIT Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the CIT Payment System would not be flagged as disputed and yet not paid, the CIT Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 4.2 below. 



4.2
Other Amounts Payable


4.2.1
Handling Fees



A handling fee is charged for the use of the CIT Settlement Center's services. These fees cover the cost of the CIT Settlement Center and the Arbitration Panel. The CIT Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the CIT Payment Center. The CIT Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined in the ABB Accounting and Reporting Guidelines (A&RG) for the month of the original CIT Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



4.2.2
Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the CIT Payment Center for settlement and value not later than on the relevant CIT Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging.


4.3
Special Rules Applicable to Domestic Sales 


Instead of sections 4.1 c. to k. and 4.2, the following rules apply to such sales:



Each country subject to the CIT Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each CIT Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the CIT Settlement Center. 



Once the dispute is resolved, a resolution confirmation document is created transferring the domestic dispute to the “Resolved” status in the CIT Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



5.
Set-Off



The CIT Payment Center and the CIT Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the CIT Payment Center or the CIT Settlement Center as appropriate. 



6.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group companies in the same country which are subject to this Group Instruction. 



 Countries participating in CASH-IN-TIME (Cross-Border Netting)


			Argentina



Aruba



Australia



Austria



Bahrain



Belgium


Bolivia


Brazil


Bulgaria



Canada



Chile



China



Colombia


Croatia


Czech Republic



Denmark



Ecuador



El Salvador



Egypt



Estonia



Finland



France



Germany


Greece



Hong Kong





			Hungary


India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Korea



Kuwait



Latvia



Lebanon



Lithuania



Luxembourg



Malaysia



Mauritius



Mexico



New Zealand



Netherlands


Norway



Oman



Panama



Peru






			Philippines


Poland



Portugal



Qatar



Romania



Russia



Saudi Arabia



Singapore



Slovakia



Slovenia



South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand


Turkey


United Arab Emirates


United Kingdom


United States of America



Vietnam








Countries participating in Domestic Netting



			Belgium


China


Germany





			Norway


Spain



Sweden





			Switzerland


United Kingdom


United States of America
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						Group Internal Payment Conditions GI/GT-01.09																		Appendix 2


																								5/3/13


						Payment Conditions for Intra-Group Arrangements


						Group Holding Companies


						(subject to definition, review and approval by GF-GT)





						Reporting Code			Reporting Currency			Group Internal Import Currency			Group Internal Export Currency			Group Internal Payment Terms			Intra-Group Arrangement			Company Name


						ABBZH			CHF			-			LOC			30			ABB Trademark License Fee			ABB Asea Brown Boveri Ltd, Zurich


												-			CHF			30			ABB HQ Support Service Fee


						CHAMS			CHF			CHF			CHF			30			ABB Division/BU Management Fee			ABB Management Services Ltd, Zurich


						CHGPL			CHF			CHF			CHF			30			ABB IS License & User Fee/                   IS Services/Software Licenses			ABB Information System Ltd, Zurich


						CHTET			CHF			-			CHF			30			ABB Division/BU Technology License Arrangements			ABB Technology Ltd, Zurich


									CHF			CHF			-			60			R&D Costs


						AEAIM			USD			-			USD			30			ABB GD/LI 25			ABB Global Marketing FZ LLC, Dubai


						GGEQU			CHF			-			CHF			30			ABB MIP Charge-Outs			ABB Equity Limited, St. Peter's Port


						GGESP			CHF			-			CHF			30			ABB ESAP Charge-Outs			ABB ESAP Limited, St. Peter's Port
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.


1.2 Objective


The Group Internal Payment Conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in tax matters.


This Group Instruction is applicable for all intra-group transactions.


1.3 Group Directive cross-reference



GD/GT-01 Finance


GD/LC-24 Project Risk Evaluation and Order Approval



1.4 Group Instruction cross-reference



GI/TA-01.01 Tax Transfer Pricing


2.0  Group Instruction requirements/content



2.1 Roles and responsibilities



· GF-GT and the Group CFO are responsible for defining payment terms 


· and mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB Cash-in-Time (CIT) payment system. 


· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.


· 


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Treasury (GF-GT) via the Global Business Unit, unless specifically addressed in this Group Instruction.


Failing to adhere to the defined intra-group payment conditions may have a negative economic impact on the ABB Group and its Group companies.


ABB Group companies



· shall not be considered as credit risk to other Group companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB Group companies are not permitted, except for counter-guarantees.


· are not entitled to offset accounts payable with accounts receivable for internal transactions.


· are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in CIT, the agreed payment conditions must specify due dates for Group internal invoices in accordance with the CIT netting schedule. If such due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in CIT (described in Appendix 3). 


2.3 Payment terms


GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. The mandatory payment terms are listed in Appendix 1 and Appendix 2. 


Intra-group deliveries are to be settled 60 days after invoice date. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


Group internal payment terms


· must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.


· both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



· are defined on a ‘FCA (Free Carrier) seller’s premises’ Incoterms (International Commercial Terms) basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.


· are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.



· are defined on the basis of the most common Group internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.






The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in 2.5 of this Group Instruction) applies.  



Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.


2.4 Payment currency


· 


In general, intra-group transactions





2.4.1 





 must be contracted in the local currency of the ABB buyer except where otherwise stated in Appendix 1 and Appendix 2.


When invoicing in currencies other than the local currency, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.





2.5
Exceptions



2.5.1
Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date unless specified otherwise in Appendix 1. If the due date is not a CIT settlement date, the payment shall be executed at the next CIT settlement date.


2.5.2
Countries with major imports from overseas


GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.5.3
Countries with currency restriction or special regulations


GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (GTO), where financing of working capital has to be arranged locally (avoiding expensive financing).


For countries with currency restrictions, i.e. China and India, the Group internal payment currency shall be USD and EUR (both currencies).



In large-scaled countries both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.



Small-scaled countries are allowed to use the same currency for all their Group internal exports (instead of the local currency of the ABB buyer).



2.5.4
Large projects / contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group internal payment terms and currency. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms and currency with the end customer shall also be applied between the involved ABB Group companies.


2.5.5
BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to Original Equipment Manufacturer OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe:
30 days based on Incoterms CIP destination airport


Overseas:
45 days based on Incoterms CIP destination airport


To avoid different prices for service customers, the BU Turbocharging has global sales prices in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.



2.5 





2.5.1 








2.5.2 


2.5.2.1 








2.5.2.2 











2.5.2.3 








2.5.6
Price list items


Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the implication of the currency decision must be discussed and approved by the Global Business Unit in cooperation with GF-GT. 



Hedging costs on price list items shall be defined and agreed with the Global Business Unit and must be included in the price list.



Price lists with indicative pricing do not qualify for the above exception.



2.5.7
Contract manufacturing


Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs incurred by the ABB seller must be borne by the ABB buyer.



2.5.7.1  Local currency of the ABB manufacturer and/or the ABB buyer is fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.



2.5.7.2  Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible


Group internal invoicing shall be done in the currency defined by the ABB buyer.


The implication of the invoice currency decision must be discussed and agreed with the Country CFO or Country Treasurer of the ABB manufacturer.


The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency.


2.5.8
Alternative invoice currencies



The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.


2.5.2.4 








2.6
ABB Cash-in-Time (CIT) payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB CIT payment system. Appendix 3 hereto contains detailed rules and the participating countries for cross-border sales and for domestic sales. 



GF-GT and the Group CFO may review and update Appendix 3 as and when deemed appropriate.


2.7
Monitoring



· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to this Group Instruction (by the other party).


· GF-GT and the Group CFO review Appendix 1 and 2 on a yearly basis.



· The Country/Company CFO confirms in the Assurance Report (quarterly) adherence to the Group Directives/Instructions.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)






See ABB Group Authorization Regulations


3.2 Appendices



Appendix 1 - Country Overview (Mandatory Payment Terms for Cross-Border Sales)


Appendix 2 - Payment Conditions for Intra-Group Arrangements


Appendix 3 - Cash-In-Time Payments of Group Internal Invoices and Countries Participating





3.3 Attachments



Not applicable
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval








1.4 Group Instruction cross-reference




GI/FT-02.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL and SGTRE)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America




Venezuela



Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.









1.2 Objective(s)





The Group-internal payment conditions shall minimize the 




intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance














1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· 




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms







































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.














ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.










2.4.1 









In case 




2.4.2 




2.4.2.1 









the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor




2.4.2.4 
























2.4.2.5 




” arrangements




2.4.2.5.1 









2.4.2.5.2 









, i.e. purchase 




2.4.2.6 




· and sales are made in the same (foreign currency.




2.4.2.7 














2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews Appendix 1 and 2 on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Country Overview
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL, SGTRE, and USTCE)




Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




ABB Division/BU License Fees
SETET
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Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium










Brazil










Canada





Chile





China










Columbia





Czech Republic





Denmark















Egypt





Estonia





Finland





France





Germany















Great Britain










					









Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan










Kuwait





Latvia





Lebanon









Luxembourg





Malaysia










Mexico





New Zealand





Netherlands





























					









Philippines





Poland





Portugal















Russia





Saudi Arabia





Singapore





Slovakia










South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand










United Arab Emirate









United States of America





Venezuela



















List of Countries/Groups participating in Domestic Netting





					









Belgium





China


































Germany















					Norway




Spain




Sweden












































					





























Switzerland





United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.






Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger






ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney






AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA






AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia






BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo






CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec






CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)






CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal






CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong






COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska






* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde






** 90 days for Group internal purchases
   related to Vestas






ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo






EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez






EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering






GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde






GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens






HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong






HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore






INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka






INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta






IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin






EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan






EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)






JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo






JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman






KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty






KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya






MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla






MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only






MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek






ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam






EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam






NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland






NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja






NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad






NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen






OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore






PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby






AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska






PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010






PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto






QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest






RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow






RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow






SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar






SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore






SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore






SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit






USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill






SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna






SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)






TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei






TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok






THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok






TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis






TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul






UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi






AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)






UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)






URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas






VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare






***** due to CADIVI, reviewed regularly
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 12 of 19 
 






 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 19 of 19 
 






Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/GT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval




1.4 Group Instruction cross-reference




GI/TA-01.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




NLCAL (GTO)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America








Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kindom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History





					Revision




					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					All changes are highlighted









					




					




					




					









					




					




					




					














Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.




1.2 Objective(s)





The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.




This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 




1.3 Group directive cross-reference





GD/GT-01 Finance




GD/LC-24 Project Risk Evaluation and Order Approval





1.4 Group Instruction cross-reference





GI/TA-01.01 Tax Transfer Pricing




2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 




· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.




· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.




Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 




2.3 Payment terms




Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.




Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.




Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.





Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 




The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  





Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.




ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency




GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.




2.4.1 General approach




In general, intra-group transactions must be contracted in the local currency of the buyer.




In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.




2.4.2 Exceptions




2.4.2.1 Smaller countries with currency restrictions




For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).





Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.





2.4.2.4 Price list items




Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).




Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 





Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.





Price lists with indicative pricing do not qualify for the above exception.





2.4.2.5 Contract Manufacturing





Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.





2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.





2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.





The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.




2.4.2.6 Alternative invoice currencies





The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.




2.4.2.7 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).




· The Group CFO reviews Appendix 1 and 2 on a yearly basis.





· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulation Number 2.10




3.2 Appendices





Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)




Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Appendix 3 - Payment of Group internal invoices





Appendix 4 - List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL and SGTRE)




Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GGEQU




ESAP Charge-Outs
GGESP




ABB Division/BU License Fees
SETET



















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium




Bolivia




Brazil




Bulgaria





Canada





Chile





China





Colombia





Czech Republic





Denmark





Ecuador





El Salvador





Egypt





Estonia





Finland





France





Germany




Greece





Hong Kong









					Hungary




India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Korea





Kuwait





Latvia





Lebanon




Lithuania




Luxembourg





Malaysia





Mauritius





Mexico





New Zealand





Netherlands




Norway





Oman





Panama





Peru










					Philippines




Poland





Portugal





Qatar





Romania





Russia





Saudi Arabia





Singapore





Slovakia




Slovenia




South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand




Turkey




United Arab Emirates




United Kingdom




United States of America





Venezuela




Vietnam














List of Countries/Groups participating in Domestic Netting





					Belgium




China




Germany









					Norway




Spain




Sweden









					Switzerland




United Kindom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable






4.0 Revision History
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						Date
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Reporting Currency





						





												Country Overview (Mandatory payment terms for cross-border sales)





												Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.





												Group-Internal payment terms per country relate to all reporting units unless specifically listed





												In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.





												Group-internal payment terms are defined on the basis of land or ship transportation.





												In case of air transportation, payment terms shall be reduced accordingly.





												Country						Reporting Currency						Group Internal Import Currency						Group Internal Export Currency						Group Internal Payment Terms						Reporting Code						Company Name





												ALGERIA						DZD						USD						USD						60						DZ						All DZ based reporting codes





												ANGOLA						USD						USD						USD						60						AOABB						ABB Electrica SGPS, Lda., Luanda





												ARGENTINA						ARS						USD						USD						120						ARABB						ABB S.A., Buenos Aires





												AUSTRALIA						AUD						AUD						-						75						AU						All AU based reporting codes





												AUSTRIA						EUR						EUR						-						60						ATABB						ABB AG, Vienna





												AZERBAIJAN						AZN						USD						USD						60						AZABB						ABB Azerbaijan LLC, Baku





												BAHRAIN						BHD						USD						USD						60						BHARE						ABB Technologies W.L.L., Bahrain





												BELGIUM						EUR						EUR						-						30						BEABB						ABB N.V., Zaventem





												BOLIVIA						USD						USD						USD						90						BOABB						Asea Brown Boveri Ltda., La Paz





												BOTSWANA						USD						USD						USD						60						BWABB						ABB (Pty) Ltd., Gaborone





												BRAZIL						BRL						USD						USD						90						BRABB						ABB Ltda., Osasco





												BULGARIA						BGN						EUR						EUR						60						BG						All BG based reporting codes





												CAMEROON						XAF						EUR						EUR						90						CMABB						Asea Brown Boveri S.A., Douala





												CANADA						CAD						CAD						-						60						CA						All CA based reporting codes





												CHILE						CLP						USD						USD						90						CL						All CL based reporting codes





												CHINA						CNY						USD, EUR						USD, EUR						90						CN						All CN based reporting codes





												COLOMBIA						COP						USD						USD						90						COABB						Asea Brown Boveri Ltda., Bogotá





												COTE D'IVOIRE						XOF						EUR						EUR						90						CIABB						ABB Technology SA, Abidjan





												CROATIA						HRK						EUR						EUR						60						HRABB						ABB Ltd., Zagreb





												CZECH REPUBLIC						CZK						EUR*						-						60						CZABB						ABB s.r.o., Sokolovska





																								* CZK for Research Centers





												DENMARK						DKK						DKK						-						30**						DKABB						ABB A/S, Skovlunde





																								** 90 days for Group internal purchases





																								related to Vestas





												ECUADOR						USD						USD						USD						90						ECABB						ABB Ecuador S.A., Quito





												EGYPT						EGP						USD						USD						90						EG						All EG based reporting codes





												EL SALVADOR						USD						USD						USD						90						SVABB						ABB S.A. de CV, San Salvador





												ESTONIA						EEK						EUR						EUR						60						EEABB						ABB AS, Tallinn





												FINLAND						EUR						EUR						-						30						FI						All FI based reporting codes





												FRANCE						EUR						EUR						-						60						FR						All FR based reporting codes





												GERMANY						EUR						EUR						-						30						DE						All DE based reporting codes





												GREECE						EUR						EUR						-						90						GR						All GR based reporting codes





												HONG KONG						HKD						USD, EUR						USD, EUR						90						HK						All HK based reporting codes





												HUNGARY						HUF						EUR						EUR						60						HUABB						ABB Engineering Trading and Service Ltd., Budapest





												INDIA						INR						USD, EUR						USD, EUR						120						IN						All IN based reporting codes





												INDONESIA						IDR						USD						USD						90						ID						All ID based reporting codes





												IRAN, ISLAMIC REPUBLIC OF						IRR						EUR						EUR						60						IRABB						ABB (P.J.S.C.), Teheran





												IRELAND						EUR						EUR						-						60						IE						All IE based reporting codes





												ISRAEL						ILS						EUR						EUR						90						ILABB						ABB Technologies Ltd., Tirat Carmel





												ITALY						EUR						EUR						-						60						IT						All IT based reporting codes





												JAPAN						JPY						JPY						-						90						JP						All JP based reporting codes





												JORDAN						JOD						USD						USD						60						JO						All DE based reporting codes





												KAZAKHSTAN						KZT						USD						USD						60						KZ						All KZ based reporting codes





												KENYA						USD						USD						USD						60						KEABB						ABB Limited, Nairobi





												KOREA, REPUBLIC OF						KRW						USD						USD						90						KRABB						ABB Ltd., Seoul





												KUWAIT						KWD						KWD						-						60						KWABB						ABB Engg. Technologies Co. (KSCC), Safat





												LATVIA						LVL						EUR						EUR						60						LVABB						ABB SIA, Riga





												LEBANON						USD						USD						USD						60						LBELE						ABB Electrical Co. S.A.L., Beirut





												LITHUANIA						LTL						EUR						EUR						60						LTABB						ABB UAB, Vilnius





												MALAYSIA						MYR						USD						USD						60						MY						All MY based reporting codes





												MAURITIUS						MUR						EUR						EUR						90						MUABB						Asea Brown Boveri Ltd., Port Louis





												MEXICO						MXN						USD						USD***						60						MX						All MX based reporting codes





																								*** valid for NAFTA only





												MOROCCO						MAD						EUR						EUR						90						MAABB						ABB S.A., Casablanca





												NAMIBIA						USD						USD						USD						60						NA						All NA based reporting codes





												NETHERLANDS						EUR						EUR						-						30						NLABB						ABB BV, Rotterdam





																		EUR						EUR						-						30						NLATP						ABB Holdings BV, Amsterdam





																		EUR						EUR						-						30						NLGAS						ABB Group Accounting Services B.V., Amstelveen





																		USD						USD						-						30						NLCAL						ABB Capital, B.V., Amsterdam





																		USD						USD						-						30						NLEVE						ABB Equity Ventures B.V., Amsterdam





																		USD						USD						-						30						NLFIN						ABB Finance B.V., Amsterdam





																		USD						USD						-						30						NLPRJ						ABB Equity Ventures Projects B.V., Amsterdam





												NEW CALEDONIA (FR)						AUD						AUD						-						75						NCABB						ABB SAS, New Caledonia





												NEW ZEALAND						NZD						NZD						-						75						NZ						All NZ based reporting codes





												NIGERIA						NGN						EUR						EUR						90						NG						All NG based reporting codes





												NORWAY						NOK						NOK						-						30						NO						All NO based reporting codes





												OMAN						OMR						USD						USD						60						OMABB						ABB LLC, Al Hamriya





												PAKISTAN						PKR						USD						USD						90						PK						All DE based reporting codes





												PANAMA						USD						USD						-						90						PAABB						ABB S.A., Panama





												PAPUA NEW GUINEA						AUD						AUD						-						75						PG						All PG based reporting codes





												PERU						PEN						USD						USD						90						PEABB						ABB S.A., Lima





												PHILIPPINES						PHP						USD						USD						90						PHABB						Asea Brown Boveri Inc., Paranaque, Metro Manila





												POLAND						EUR						EUR						-						60						PLENT						ABB Entrelec Sp. zo.o., Nova Wies Leborska





																		PLN						PLN****						-						60						PLABB						ABB Sp. zo.o., Warsaw





																								**** to be reviewed in 2010





												PORTUGAL						EUR						EUR						-						90						PT						All PT based reporting codes





												QATAR						QAR						USD						USD						60						QAABB						ABB Qatar LLC., Doha





												ROMANIA						RON						EUR						EUR						90						RO						All RO based reporting codes





												RUSSIAN FEDERATION						RUB						EUR						EUR						90						RU						All RU based reporting codes





												SAUDI ARABIA						SAR						USD						USD						90						SA						All SA based reporting codes





												SENEGAL						XOF						EUR						EUR						90						SNHER						ABB Technologies S.A., Dakar





												SERBIA						EUR						EUR						EUR						60						RSABB						ABB d.o.o., Belgrade





												SINGAPORE						SGD						SGD						-						60						SG						All SG based reporting codes





												SLOVAKIA						SKK						EUR						EUR						60						SKABB						ABB, s.r.o., Bratislava





												SLOVENIA						EUR						EUR						-						60						SIABB						ABB D.o.o., Ljubljana





												SOUTH AFRICA						ZAR						ZAR						-						60						ZA						All ZA based reporting codes





												SPAIN						EUR						EUR						-						90						ES						All ES based reporting codes





												SWEDEN						SEK						SEK						-						30						SE						All SE based reporting codes





												SWITZERLAND						CHF						CHF						-						30						CH						All CH based reporting codes, incl. Swiss based holding companies





												TAIWAN, PROVINCE OF CHINA						TWD						USD						USD						120						TW						All TW based reporting codes





												TANZANIA, UNITED REPUBLIC						USD						USD						USD						90						TZABB						ABB Limited, Dar Es Salaam





												THAILAND						THB						USD						USD						75						TH						All TH based reporting codes





												TUNISIA						EUR						EUR						EUR						90						TN						All TN based reporting codes





												TURKEY						USD						EUR						EUR						60						TR						All TR based reporting codes





												UGANDA						USD						USD						USD						90						UGABB						ABB Ltd., Kampala





												UKRAINE						USD						EUR						EUR						90						UAABB						ABB Ltd., Kiev





												UNITED ARAB EMIRATES						AED						USD						USD						60						AEAUT						ABB Automation L.L.C., Abu Dhabi





																		AED						USD						USD						90						AEFLC						ABB Industries FZ, Dubai





																		AED						USD						USD						90						AEIND						ABB Industries (L.L.C.), Dubai





																		AED						USD						USD						60						AETAD						ABB Transmission & Distribution Ltd., Abu Dhabi





																		EUR						USD						USD						60						AEPSP						ABB Power Systems, Abu Dhabi Branch (non legal entity)





												UNITED KINGDOM						GBP						GBP						-						60						GB						All GB based reporting codes





												UNITED STATES						USD						USD						-						60						US						All US based reporting codes





												URUGUAY						UYU						USD						USD						120						UYABB						ABB S.A., Montevideo (ARABB branch office)





												VENEZUELA						VEF						USD						USD						180*****						VEABB						Asea Brown Boveri S.A., Caracas





																								***** due to CADIVI, reviewed regularly





												VIETNAM						VND						USD						USD						90						VNTRA						ABB Ltd., Hanoi





												ZAMBIA						USD						USD						USD						90						ZMPLS						ABB Ltd., Lusaka





												ZIMBABWE						USD						USD						USD						90						ZWPLS						ABB (Private) Ltd., Harare
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.





1.2 Objective(s)






The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.





This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





GD/LC-24 Project Risk Evaluation and Order Approval












1.4 Group Instruction cross-reference






GI/FT-02.01 Tax Transfer Pricing





2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 





· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.





· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.





Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 





2.3 Payment terms





Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.





Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.





Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.






Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.





GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 





The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  






Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.





ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).





2.3.2.4 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.






2.3.2.5 BU Turbocharging





Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.






The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:






Europe: 30 days based on Incoterms CIP destination airport.






Overseas: 45 days based on Incoterms CIP destination airport.





2.4 Payment currency





GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.





2.4.1 General approach





In general, intra-group transactions must be contracted in the local currency of the buyer.





In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.





2.4.2 Exceptions





2.4.2.1 Smaller countries with currency restrictions





For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).






Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.2 Larger countries with currency restrictions





For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).






Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.






Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.3 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.






2.4.2.4 Price list items





Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).





Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 






Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.






Price lists with indicative pricing do not qualify for the above exception.






2.4.2.5 Contract Manufacturing






Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.






2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible





Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.






2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible





Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.






The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.





2.4.2.6 Alternative invoice currencies






The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.





2.4.2.7 BU Turbocharging





Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).





· The Group CFO reviews Appendix 1 and 2 on a yearly basis.






· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulation Number 2.10





3.2 Appendices






Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)





Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Appendix 3 - Payment of Group internal invoices






Appendix 4 - List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 2






						Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements






Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.





ABBHO






ABBZH






CHAMS






CHGPL






CHOVM






CHRES






CHTET






GGEQU






GGESP






SETET






GTO (NLCAL and SGTRE)





Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GGEQU





ESAP Charge-Outs
GGESP





ABB Division/BU License Fees
SETET























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium





Bolivia





Brazil





Bulgaria






Canada






Chile






China






Colombia






Czech Republic






Denmark






Ecuador






El Salvador






Egypt






Estonia






Finland






France






Germany





Greece






Hong Kong











						Hungary





India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Korea






Kuwait






Latvia






Lebanon





Lithuania





Luxembourg






Malaysia






Mauritius






Mexico






New Zealand






Netherlands





Norway






Oman






Panama






Peru












						Philippines





Poland






Portugal






Qatar






Romania






Russia






Saudi Arabia






Singapore






Slovakia





Slovenia





South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand





Turkey





United Arab Emirates





United Kingdom





United States of America






Venezuela





Vietnam

















List of Countries/Groups participating in Domestic Netting






						Belgium





China





Germany











						Norway





Spain





Sweden











						Switzerland





United Kingdom





United States of America
























* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History
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							Date
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							1.0






							Group Directive Committee by circulation






							June 12, 2007






							All changes are highlighted













							






							






							






							













							






							






							






							




















Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.













1.2 Objective(s)







The Group-internal payment conditions shall minimize the 






intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance




















1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· 






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 





















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms























































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.3.1 General approach






Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.






As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.







Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.






2.3.2 Exceptions






2.3.2.1 Western Europe






In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.






2.3.2.2 Countries with major imports from overseas






GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.






2.3.2.3 Countries with currency restriction or special regulations






GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).






2.3.2.4 Large projects / Contractual relationship






For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 







In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.







2.3.2.5 BU Turbocharging






Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.







The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:







Europe: 30 days based on Incoterms CIP destination airport.







Overseas: 45 days based on Incoterms CIP destination airport.






2.4 Payment currency













GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.














2.4.1 













In case 






2.4.2 






2.4.2.1 













the local currency of the buyer).






2.4.2.2 Larger countries with currency restrictions






For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).







Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.







Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).







2.4.2.3 Large projects / Contractual relationship






For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor






2.4.2.4 


































2.4.2.5 






” arrangements






2.4.2.5.1 













2.4.2.5.2 













, i.e. purchase 






2.4.2.6 






· and sales are made in the same (foreign currency.






2.4.2.7 




















2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews Appendix 1 and 2 on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







Country Overview
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Appendix 2







							Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements







Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.






ABBHO







ABBZH







CHAMS







CHGPL







CHOVM







CHRES







CHTET







GGEQU







GGESP







SETET







GTO (NLCAL, SGTRE, and USTCE)






Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP






ABB Division/BU License Fees
SETET
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Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium














Brazil














Canada







Chile







China














Columbia







Czech Republic







Denmark





















Egypt







Estonia







Finland







France







Germany





















Great Britain














							













Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan














Kuwait







Latvia







Lebanon













Luxembourg







Malaysia














Mexico







New Zealand







Netherlands









































							













Philippines







Poland







Portugal





















Russia







Saudi Arabia







Singapore







Slovakia














South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand














United Arab Emirate













United States of America







Venezuela



























List of Countries/Groups participating in Domestic Netting







							













Belgium







China
















































Germany





















							Norway






Spain






Sweden






























































							









































Switzerland







United Kingdom






United States of America




























* operating outside the Country Holding structure
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 








Appendix 4








List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee








Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.








Country Reporting 
Currency








Group 
Internal 
Import 








Currency








Group 
Internal 
Export 








Currency








Group 
Internal 








Payment 
Terms








Reporting 
Code








Company Name








ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger








ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney








AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA








AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia








BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo








CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec








CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)








CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal








CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong








COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska








* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde








** 90 days for Group internal purchases
   related to Vestas








ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo








EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez








EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering








GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde








GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens








HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong








HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore








INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka








INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta








IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin








EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan








EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)








JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo








JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman








KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty








KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya








MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla








MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only








MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek








ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam








EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam








NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland








NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja








NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad








NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen








OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore








PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby








AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska








PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010








PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto








QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest








RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow








RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow








SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar








SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore








SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore








SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit








USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill








SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna








SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)








TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei








TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok








THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok








TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis








TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul








UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi








AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)








UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)








URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas








VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare








***** due to CADIVI, reviewed regularly
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
















								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan
























								120 days after receipt of goods or services
























								Argentina








Venezuela















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 








Appendix 4








List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview 
 









1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 









1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 









1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 









1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 









2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-









group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 









currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 









the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 









transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 









for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  









 
2.3 Payment terms 
 









In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 









Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 









 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 









arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 









2.5 ABB payment system 
 









All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 









 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 









dispute whenever they are not treated according to the Group instruction (by 
the other party). 









 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 









 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 









3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 









3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 









 
Not applicable 
 
4.0 Revision History 
 
 









Revision Approved By Date Revision Notes 
1.0 Group 









Directive 
Committee by 









circulation 









June 12, 
2007 









All changes are highlighted 
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Appendix 1 
 
 









MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 









For sales to Payment term 
 









China (excl. Hong Kong) 
India 
Israel 
Korea 









Philippines 
Russia 









Saudi Arabia 
Venezuela 









 









 
 
 
 









90 days after receipt of goods or services 
 









 
Brazil 
Egypt 









Indonesia 
Taiwan 









 
 









 
120 days after receipt of goods or services 









 









 
Argentina 









 









 
180 days after receipt of goods or services 
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Appendix 2 









MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 









 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 









arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 









Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 









Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 









Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 









 



































Group Instruction Title: Group Internal Payment 
Conditions 









Group Instruction Number: GI/FT-01.09 
ABB 









Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 









 
ABB Group                                                                                                         Page 8 of 19 
 









Middle & Near East 
Saudi Arabia SAR 
 
 









Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 









Special – operating outside country 
holding structures









Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 









PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 









Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  









 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 









invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 









ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 









 
• to receive payments from and to make payments to other Users 









• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 









 
 
3.4 The “Settlement Center” is responsible for: 
 









• facilitating the resolution of cross-border payment disputes between Users 









• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 









• administering a special dispute resolution database (the “Dispute Resolution 
System”). 









 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 









arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 









 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 









 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  









 
 
4.2 Fees









  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 









4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  









 
 
5. The Settlement Process 









(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 









a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 









 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 









a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 









amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 









 
e. If the Country Controllers resolve the dispute, they must document their agreement 









in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-









Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 









 
g. The Payee must prepare a short summary of his claim describing the facts relating to 









his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  









 
h. The Arbitration Panel will make a final and binding decision based on the above 









documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 









 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 









shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 









the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 









would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  









 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 









A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  









< 20,000 1,000  









20,001 to 500,000 1,000 5% over 20,000 









500,001 to 1,000000 25,000 3% over 500,000 









1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 









> 7,000,001 82,000  









The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 









Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 









• 









• 









• 









• 









The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 









Use of retaliatory or unjust invoicing. 









Unjust dispute flagging 









Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 









 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 









Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  









 
 
 
6. Set-Off 
 









The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  









 
 
 
7. Term Sheet 
 









A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 









LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 









Argentina 
Aruba 









Australia 
Austria 
Bahrain 
Belgium 
Brazil 









Canada 
Chile 
China 









Columbia 
Czech Republic 









Denmark 
Egypt 









Estonia 
Finland 
France 









Germany 
Great Britain 









 









Greece 
Hong Kong  









Hungary 
India 









Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 









Lebanon 
Luxembourg 









Malaysia 
Mexico 









New Zealand 
Netherlands 









Norway 
Peru  









Philippines 
Poland 









Portugal 
Russia 









Saudi Arabia 
Singapore 
Slovakia 









South Africa 
Spain 









Sweden 
Switzerland 









Taiwan 
Thailand 









United Arab Emirate 
United States of America 









Venezuela 









 
 









 









LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 









Czech Republic 
Denmark 









Financial Services* 
Finland 
France 









Germany 
Great Britain 









 









Holding Companies* 
Hong Kong  









Italy 
Japan 









Kent Group* 
 Lummus Global Group* 









New Zealand 
Netherlands 









Norway 
Poland 









Portugal 
Singapore 









Spain 
Sweden 









Switzerland 
United States of America 









Vetco Gray Group* 









* operating outside the Country Holding structure 
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1.0 Overview









1.1 Introduction









Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  








1.2 Objective(s)









The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 








1.3 Group directive cross-reference









GD/FT-01 Finance








1.4 Group instruction cross-reference









Not applicable









2.0  Group instruction requirements/content









2.1 Roles and responsibilities









· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.









· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 








· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.









· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.








2.2 General 









Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.









Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 









2.3 Payment terms








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.








Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.









In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.









GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 









ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.









ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.









ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.









2.4 Payment currency








Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.









The buyer can agree to exceptions








· In case the local currency of the buyer is not freely convertible









· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.









2.5 ABB payment system









All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 









GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.








2.6 Monitoring









· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).








· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.









· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.








3.0 Appendices and attachments









3.1 Corresponding authorization limits (where applicable)









See Group Authorization Regulations Number 2.10








3.2 Appendices









1.
Mandatory payment terms for cross-border sales









2.
Mandatory transaction currencies









3.
Payment of Group internal invoices









4.
List of countries participating in cross-border netting









3.3 Attachments









Not applicable









4.0 Revision History
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									Date
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Appendix 1









MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES









									For sales to








									Payment term

















									China (excl. Hong Kong)









India









Israel









Korea









Philippines









Russia









Saudi Arabia



























									90 days after receipt of goods or services



























									Brazil









Egypt









Indonesia









Taiwan









Venezuela


















									120 days after receipt of goods or services



























									Argentina


















									180 days after receipt of goods or services




































Appendix 2









MANDATORY TRANSACTION CURRENCIES









For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.









For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.









The buyer can agree to exceptions








· In case the local currency of the buyer is not freely convertible









· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.









									Africa








Botswana
ZAR









Cameroon
EUR









Cote d’Ivoire
EUR









Lesotho
ZAR









Mali
EUR









Namibia
ZAR









Senegal
EUR









South Africa
ZAR


















									Americas









Canada
CAD









Mexico
MXP



























									Asia & Australasia








Australia
AUD









Hong Kong
HKD









Indonesia
IDR









Japan
JPY









New Zealand
NZD









Papua, New Guinea
AUD









Singapore
SGD









Thailand
THB


















									Eastern Europe








Bulgaria
EUR









Croatia
EUR









Czech Republic
CZK









Estonia
EUR









Hungary
EUR









Kazakhstan
EUR









Latvia
EUR









Lithuania
EUR









Poland
PLN








Romania
EUR









Russia
EUR









Slovakia
EUR









Slovenia
EUR









Ukraine
EUR









Uzbekistan
EUR









Yugoslavia
EUR



























									Middle & Near East








Saudi Arabia
SAR


















									Western Europe & Scandinavia








Austria
EUR









Belgium
EUR









Denmark
DKK/EUR*









Finland
EUR









France
EUR









Germany
EUR









Greece
GRD/EUR*









Ireland
EUR









Italy
EUR









Luxembourg
EUR









Netherlands
EUR









Norway
NOK/EUR*









Portugal
EUR









Spain
EUR









Sweden
SEK/EUR*









Switzerland
CHF/EUR*









Turkey
TRL









United Kingdom
GBP/EUR*









* at Buyer’s choice

















									


























									


























									Intra-Group Arrangements









Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:









ABB Trademark and other Fees
ABBZH









ABB Corporate R&D Charges
CHRES









ABB Division/BU License Fees
CHTET









ABB Division/BA Management Fees
CHAMS









ABB Group License and User Fees
CHGPL









ABB GD 1.5 Marketing Fees
CHOVM









MIP Charge-Outs
GBEQU









ESAP Charge-Outs
GBESP




































Appendix 3









PAYMENT OF GROUP INTERNAL INVOICES









1.
Background









This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).









2.
Application









This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 









3.
General Principles









3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 









3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.









3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:









· to receive payments from and to make payments to other Users









· to offset, where permitted by law, amounts payable against amounts receivable between Users.









3.4 The “Settlement Center” is responsible for:









· facilitating the resolution of cross-border payment disputes between Users









· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System









· administering a special dispute resolution database (the “Dispute Resolution System”).









3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.









4.
The Payment Process in the Payment System









4.1
Rules and Procedures










For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.










Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 









4.2
Fees








The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).









4.3
Prior Agreements










Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 









5. The Settlement Process








(See Section 5.3 below for special rules applying to domestic sales)









5.1 Description of the Process:









a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.









b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.








c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.









d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .









e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .









f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.









g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 









h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.









i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.









j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.









k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 









5.2
Other Amounts Payable









5.2.1 Handling Fees:









A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 









The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.









The handling fees have been fixed as follows (all amounts are in USD):









									Disputed amount








									Base handling fee








									Plus % of amount over


















									< 20,000








									1,000








									

















									20,001 to 500,000








									1,000








									5% over 20,000

















									500,001 to 1,000000








									25,000








									3% over 500,000

















									1,000,001 to 7,000,000








									40,000








									0.7% over 1,000,000

















									> 7,000,001








									82,000








									


























The maximum fee is USD 82,000.









5.2.2 Additional Fees









Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.









In particular, the following actions are strictly forbidden:









· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.









· Use of retaliatory or unjust invoicing.









· Unjust dispute flagging









· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.









5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.








Instead the following rules apply for such sales:









Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.









On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 









Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 









6.
Set-Off









The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 









7.
Term Sheet









A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 









Appendix 4









List of Countries participating in Cross-Border Netting









									Argentina









Aruba









Australia









Austria









Bahrain









Belgium









Brazil









Canada









Chile









China









Columbia









Czech Republic









Denmark









Egypt









Estonia









Finland









France









Germany









Great Britain


















									Greece









Hong Kong 









Hungary









India









Indonesia









Ireland









Israel









Italy









Japan









Jordan









Kuwait









Latvia









Lebanon









Luxembourg









Malaysia









Mexico









New Zealand









Netherlands








									Norway









Peru 









Philippines









Poland









Portugal









Russia









Saudi Arabia









Singapore









Slovakia









South Africa









Spain









Sweden









Switzerland









Taiwan









Thailand









United Arab Emirate









United States of America









Venezuela


























List of Countries/Groups participating in Domestic Netting









									Australia









Austria









Belgium









Canada









Czech Republic









Denmark









Financial Services*









Finland









France









Germany









Great Britain


















									Holding Companies*









Hong Kong 









Italy









Japan









Kent Group*









 Lummus Global Group*









New Zealand









Netherlands








									Norway









Poland









Portugal









Singapore









Spain









Sweden









Switzerland









United States of America









Vetco Gray Group*


























* operating outside the Country Holding structure
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Reporting Currency






							






														Country Overview (Mandatory payment terms for cross-border sales)






														Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.






														Group-Internal payment terms per country relate to all reporting units unless specifically listed






														In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.






														Group-internal payment terms are defined on the basis of land or ship transportation.






														In case of air transportation, payment terms shall be reduced accordingly.






														Country							Reporting Currency							Group Internal Import Currency							Group Internal Export Currency							Group Internal Payment Terms							Reporting Code							Company Name






														ALGERIA							DZD							USD							USD							60							DZ							All DZ based reporting codes






														ANGOLA							USD							USD							USD							60							AOABB							ABB Electrica SGPS, Lda., Luanda






														ARGENTINA							ARS							USD							USD							120							ARABB							ABB S.A., Buenos Aires






														AUSTRALIA							AUD							AUD							-							75							AU							All AU based reporting codes






														AUSTRIA							EUR							EUR							-							60							ATABB							ABB AG, Vienna






														AZERBAIJAN							AZN							USD							USD							60							AZABB							ABB Azerbaijan LLC, Baku






														BAHRAIN							BHD							USD							USD							60							BHARE							ABB Technologies W.L.L., Bahrain






														BELGIUM							EUR							EUR							-							30							BEABB							ABB N.V., Zaventem






														BOLIVIA							USD							USD							USD							90							BOABB							Asea Brown Boveri Ltda., La Paz






														BOTSWANA							USD							USD							USD							60							BWABB							ABB (Pty) Ltd., Gaborone






														BRAZIL							BRL							USD							USD							90							BRABB							ABB Ltda., Osasco






														BULGARIA							BGN							EUR							EUR							60							BG							All BG based reporting codes






														CAMEROON							XAF							EUR							EUR							90							CMABB							Asea Brown Boveri S.A., Douala






														CANADA							CAD							CAD							-							60							CA							All CA based reporting codes






														CHILE							CLP							USD							USD							90							CL							All CL based reporting codes






														CHINA							CNY							USD, EUR							USD, EUR							90							CN							All CN based reporting codes






														COLOMBIA							COP							USD							USD							90							COABB							Asea Brown Boveri Ltda., Bogotá






														COTE D'IVOIRE							XOF							EUR							EUR							90							CIABB							ABB Technology SA, Abidjan






														CROATIA							HRK							EUR							EUR							60							HRABB							ABB Ltd., Zagreb






														CZECH REPUBLIC							CZK							EUR*							-							60							CZABB							ABB s.r.o., Sokolovska






																												* CZK for Research Centers






														DENMARK							DKK							DKK							-							30**							DKABB							ABB A/S, Skovlunde






																												** 90 days for Group internal purchases






																												related to Vestas






														ECUADOR							USD							USD							USD							90							ECABB							ABB Ecuador S.A., Quito






														EGYPT							EGP							USD							USD							90							EG							All EG based reporting codes






														EL SALVADOR							USD							USD							USD							90							SVABB							ABB S.A. de CV, San Salvador






														ESTONIA							EEK							EUR							EUR							60							EEABB							ABB AS, Tallinn






														FINLAND							EUR							EUR							-							30							FI							All FI based reporting codes






														FRANCE							EUR							EUR							-							60							FR							All FR based reporting codes






														GERMANY							EUR							EUR							-							30							DE							All DE based reporting codes






														GREECE							EUR							EUR							-							90							GR							All GR based reporting codes






														HONG KONG							HKD							USD, EUR							USD, EUR							90							HK							All HK based reporting codes






														HUNGARY							HUF							EUR							EUR							60							HUABB							ABB Engineering Trading and Service Ltd., Budapest






														INDIA							INR							USD, EUR							USD, EUR							120							IN							All IN based reporting codes






														INDONESIA							IDR							USD							USD							90							ID							All ID based reporting codes






														IRAN, ISLAMIC REPUBLIC OF							IRR							EUR							EUR							60							IRABB							ABB (P.J.S.C.), Teheran






														IRELAND							EUR							EUR							-							60							IE							All IE based reporting codes






														ISRAEL							ILS							EUR							EUR							90							ILABB							ABB Technologies Ltd., Tirat Carmel






														ITALY							EUR							EUR							-							60							IT							All IT based reporting codes






														JAPAN							JPY							JPY							-							90							JP							All JP based reporting codes






														JORDAN							JOD							USD							USD							60							JO							All DE based reporting codes






														KAZAKHSTAN							KZT							USD							USD							60							KZ							All KZ based reporting codes






														KENYA							USD							USD							USD							60							KEABB							ABB Limited, Nairobi






														KOREA, REPUBLIC OF							KRW							USD							USD							90							KRABB							ABB Ltd., Seoul






														KUWAIT							KWD							KWD							-							60							KWABB							ABB Engg. Technologies Co. (KSCC), Safat






														LATVIA							LVL							EUR							EUR							60							LVABB							ABB SIA, Riga






														LEBANON							USD							USD							USD							60							LBELE							ABB Electrical Co. S.A.L., Beirut






														LITHUANIA							LTL							EUR							EUR							60							LTABB							ABB UAB, Vilnius






														MALAYSIA							MYR							USD							USD							60							MY							All MY based reporting codes






														MAURITIUS							MUR							EUR							EUR							90							MUABB							Asea Brown Boveri Ltd., Port Louis






														MEXICO							MXN							USD							USD***							60							MX							All MX based reporting codes






																												*** valid for NAFTA only






														MOROCCO							MAD							EUR							EUR							90							MAABB							ABB S.A., Casablanca






														NAMIBIA							USD							USD							USD							60							NA							All NA based reporting codes






														NETHERLANDS							EUR							EUR							-							30							NLABB							ABB BV, Rotterdam






																					EUR							EUR							-							30							NLATP							ABB Holdings BV, Amsterdam






																					EUR							EUR							-							30							NLGAS							ABB Group Accounting Services B.V., Amstelveen






																					USD							USD							-							30							NLCAL							ABB Capital, B.V., Amsterdam






																					USD							USD							-							30							NLEVE							ABB Equity Ventures B.V., Amsterdam






																					USD							USD							-							30							NLFIN							ABB Finance B.V., Amsterdam






																					USD							USD							-							30							NLPRJ							ABB Equity Ventures Projects B.V., Amsterdam






														NEW CALEDONIA (FR)							AUD							AUD							-							75							NCABB							ABB SAS, New Caledonia






														NEW ZEALAND							NZD							NZD							-							75							NZ							All NZ based reporting codes






														NIGERIA							NGN							EUR							EUR							90							NG							All NG based reporting codes






														NORWAY							NOK							NOK							-							30							NO							All NO based reporting codes






														OMAN							OMR							USD							USD							60							OMABB							ABB LLC, Al Hamriya






														PAKISTAN							PKR							USD							USD							90							PK							All DE based reporting codes






														PANAMA							USD							USD							-							90							PAABB							ABB S.A., Panama






														PAPUA NEW GUINEA							AUD							AUD							-							75							PG							All PG based reporting codes






														PERU							PEN							USD							USD							90							PEABB							ABB S.A., Lima






														PHILIPPINES							PHP							USD							USD							90							PHABB							Asea Brown Boveri Inc., Paranaque, Metro Manila






														POLAND							EUR							EUR							-							60							PLENT							ABB Entrelec Sp. zo.o., Nova Wies Leborska






																					PLN							PLN****							-							60							PLABB							ABB Sp. zo.o., Warsaw






																												**** to be reviewed in 2010






														PORTUGAL							EUR							EUR							-							90							PT							All PT based reporting codes






														QATAR							QAR							USD							USD							60							QAABB							ABB Qatar LLC., Doha






														ROMANIA							RON							EUR							EUR							90							RO							All RO based reporting codes






														RUSSIAN FEDERATION							RUB							EUR							EUR							90							RU							All RU based reporting codes






														SAUDI ARABIA							SAR							USD							USD							90							SA							All SA based reporting codes






														SENEGAL							XOF							EUR							EUR							90							SNHER							ABB Technologies S.A., Dakar






														SERBIA							EUR							EUR							EUR							60							RSABB							ABB d.o.o., Belgrade






														SINGAPORE							SGD							SGD							-							60							SG							All SG based reporting codes






														SLOVAKIA							SKK							EUR							EUR							60							SKABB							ABB, s.r.o., Bratislava






														SLOVENIA							EUR							EUR							-							60							SIABB							ABB D.o.o., Ljubljana






														SOUTH AFRICA							ZAR							ZAR							-							60							ZA							All ZA based reporting codes






														SPAIN							EUR							EUR							-							90							ES							All ES based reporting codes






														SWEDEN							SEK							SEK							-							30							SE							All SE based reporting codes






														SWITZERLAND							CHF							CHF							-							30							CH							All CH based reporting codes, incl. Swiss based holding companies






														TAIWAN, PROVINCE OF CHINA							TWD							USD							USD							120							TW							All TW based reporting codes






														TANZANIA, UNITED REPUBLIC							USD							USD							USD							90							TZABB							ABB Limited, Dar Es Salaam






														THAILAND							THB							USD							USD							75							TH							All TH based reporting codes






														TUNISIA							EUR							EUR							EUR							90							TN							All TN based reporting codes






														TURKEY							USD							EUR							EUR							60							TR							All TR based reporting codes






														UGANDA							USD							USD							USD							90							UGABB							ABB Ltd., Kampala






														UKRAINE							USD							EUR							EUR							90							UAABB							ABB Ltd., Kiev






														UNITED ARAB EMIRATES							AED							USD							USD							60							AEAUT							ABB Automation L.L.C., Abu Dhabi






																					AED							USD							USD							90							AEFLC							ABB Industries FZ, Dubai






																					AED							USD							USD							90							AEIND							ABB Industries (L.L.C.), Dubai






																					AED							USD							USD							60							AETAD							ABB Transmission & Distribution Ltd., Abu Dhabi






																					EUR							USD							USD							60							AEPSP							ABB Power Systems, Abu Dhabi Branch (non legal entity)






														UNITED KINGDOM							GBP							GBP							-							60							GB							All GB based reporting codes






														UNITED STATES							USD							USD							-							60							US							All US based reporting codes






														URUGUAY							UYU							USD							USD							120							UYABB							ABB S.A., Montevideo (ARABB branch office)






														VENEZUELA							VEF							USD							USD							180*****							VEABB							Asea Brown Boveri S.A., Caracas






																												***** due to CADIVI, reviewed regularly






														VIETNAM							VND							USD							USD							90							VNTRA							ABB Ltd., Hanoi






														ZAMBIA							USD							USD							USD							90							ZMPLS							ABB Ltd., Lusaka






														ZIMBABWE							USD							USD							USD							90							ZWPLS							ABB (Private) Ltd., Harare
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia














							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan





















							120 days after receipt of goods or services





















							Argentina







Venezuela













							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*
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1.0 Overview 
 








1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 








1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 








1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 








1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 








2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-








group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 








currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 








the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 








transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 








for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  








 
2.3 Payment terms 
 








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 








Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








2.5 ABB payment system 
 








All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 








 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 








dispute whenever they are not treated according to the Group instruction (by 
the other party). 








 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 








 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 








3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 








3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 








 
Not applicable 
 
4.0 Revision History 
 
 








Revision Approved By Date Revision Notes 
1.0 Group 








Directive 
Committee by 








circulation 








June 12, 
2007 








All changes are highlighted 
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Appendix 1 
 
 








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 








For sales to Payment term 
 








China (excl. Hong Kong) 
India 
Israel 
Korea 








Philippines 
Russia 








Saudi Arabia 
Venezuela 








 








 
 
 
 








90 days after receipt of goods or services 
 








 
Brazil 
Egypt 








Indonesia 
Taiwan 








 
 








 
120 days after receipt of goods or services 








 








 
Argentina 








 








 
180 days after receipt of goods or services 
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Appendix 2 








MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 








Americas 
Canada CAD 
Mexico MXP 
 
 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 7 of 19 
 








Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 








Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 








Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 








Special – operating outside country 
holding structures








Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 








PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 








Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  








 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 








invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 








ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 








 
• to receive payments from and to make payments to other Users 








• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 








 
 
3.4 The “Settlement Center” is responsible for: 
 








• facilitating the resolution of cross-border payment disputes between Users 








• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 








• administering a special dispute resolution database (the “Dispute Resolution 
System”). 








 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 








arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 








 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 








 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 12 of 19 
 








 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  








 
 
4.2 Fees








  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 








4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  








 
 
5. The Settlement Process 








(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 








 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 








a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 








amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 








 
e. If the Country Controllers resolve the dispute, they must document their agreement 








in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-








Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 








 
g. The Payee must prepare a short summary of his claim describing the facts relating to 








his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  








 
h. The Arbitration Panel will make a final and binding decision based on the above 








documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 








 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 








shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 








the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 








would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  








 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 








A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  








< 20,000 1,000  








20,001 to 500,000 1,000 5% over 20,000 








500,001 to 1,000000 25,000 3% over 500,000 








1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 








> 7,000,001 82,000  








The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 








Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 








• 








• 








• 








• 








The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 








Use of retaliatory or unjust invoicing. 








Unjust dispute flagging 








Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 








 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 








Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  








 
 
 
6. Set-Off 
 








The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  








 
 
 
7. Term Sheet 
 








A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 








LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 








Argentina 
Aruba 








Australia 
Austria 
Bahrain 
Belgium 
Brazil 








Canada 
Chile 
China 








Columbia 
Czech Republic 








Denmark 
Egypt 








Estonia 
Finland 
France 








Germany 
Great Britain 








 








Greece 
Hong Kong  








Hungary 
India 








Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 








Lebanon 
Luxembourg 








Malaysia 
Mexico 








New Zealand 
Netherlands 








Norway 
Peru  








Philippines 
Poland 








Portugal 
Russia 








Saudi Arabia 
Singapore 
Slovakia 








South Africa 
Spain 








Sweden 
Switzerland 








Taiwan 
Thailand 








United Arab Emirate 
United States of America 








Venezuela 








 
 








 








LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 








Czech Republic 
Denmark 








Financial Services* 
Finland 
France 








Germany 
Great Britain 








 








Holding Companies* 
Hong Kong  








Italy 
Japan 








Kent Group* 
 Lummus Global Group* 








New Zealand 
Netherlands 








Norway 
Poland 








Portugal 
Singapore 








Spain 
Sweden 








Switzerland 
United States of America 








Vetco Gray Group* 








* operating outside the Country Holding structure 
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable








4.0 Revision History








								Revision







								Approved By







								Date







								Revision Notes















								1.0







								Group Directive Committee by circulation







								June 12, 2007







								All changes are highlighted















								







								







								







								















								







								







								







								























Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.











1.2 Objective(s)






The Group-internal payment conditions shall minimize the 





intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance

















1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· 





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 


















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms















































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.

















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.





2.3.2.2 Countries with major imports from overseas





GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.





2.3.2.3 Countries with currency restriction or special regulations





GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).





2.3.2.4 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 






In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.






2.3.2.5 BU Turbocharging





Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.






The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:






Europe: 30 days based on Incoterms CIP destination airport.






Overseas: 45 days based on Incoterms CIP destination airport.





2.4 Payment currency











GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.












2.4.1 











In case 





2.4.2 





2.4.2.1 











the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions





For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).






Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.






Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).






2.4.2.3 Large projects / Contractual relationship





For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor





2.4.2.4 





























2.4.2.5 





” arrangements





2.4.2.5.1 











2.4.2.5.2 











, i.e. purchase 





2.4.2.6 





· and sales are made in the same (foreign currency.





2.4.2.7 

















2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews Appendix 1 and 2 on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






Country Overview
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Appendix 2






						Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements






Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.





ABBHO






ABBZH






CHAMS






CHGPL






CHOVM






CHRES






CHTET






GGEQU






GGESP






SETET






GTO (NLCAL, SGTRE, and USTCE)





Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP





ABB Division/BU License Fees
SETET





























						





						











						















































						

















						





























						

















						

















						





















































· 





· 





						



























































						





























						



























































						

















































































































						

















						





























































































































						

















						

















						













































































Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium












Brazil












Canada






Chile






China












Columbia






Czech Republic






Denmark


















Egypt






Estonia






Finland






France






Germany


















Great Britain












						











Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan












Kuwait






Latvia






Lebanon











Luxembourg






Malaysia












Mexico






New Zealand






Netherlands



































						











Philippines






Poland






Portugal


















Russia






Saudi Arabia






Singapore






Slovakia












South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand












United Arab Emirate











United States of America






Venezuela























List of Countries/Groups participating in Domestic Netting






						











Belgium






China









































Germany


















						Norway





Spain





Sweden





















































						



































Switzerland






United Kingdom





United States of America
























* operating outside the Country Holding structure
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable







4.0 Revision History







							Revision






							Approved By






							Date






							Revision Notes













							1.0






							Group Directive Committee by circulation






							June 12, 2007






							All changes are highlighted













							






							






							






							













							






							






							






							




















Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria
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Country Overview red = currently again reviewed by Steering Committee







Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.
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ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger







ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney







AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA







AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia







BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo







CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec







CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)







CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal







CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong







COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska







* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde







** 90 days for Group internal purchases
   related to Vestas







ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo







EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez







EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering







GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde







GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens







HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong







HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore







INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka







INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta







IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin







EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan







EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)







JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo







JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman







KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty







KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya







MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla







MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only







MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek







ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam







EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam







NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland







NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja







NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad







NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen







OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore







PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby







AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska







PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010







PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto







QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest







RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow







RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow







SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar







SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore







SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore







SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit







USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill







SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna







SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)







TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei







TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok







THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok







TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis







TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul







UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi







AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)







UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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Country Reporting 
Currency







Group 
Internal 
Import 







Currency







Group 
Internal 
Export 







Currency







Group 
Internal 







Payment 
Terms







Reporting 
Code







Company Name







UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)







URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas







VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare







***** due to CADIVI, reviewed regularly
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia














							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan





















							120 days after receipt of goods or services





















							Argentina







Venezuela













							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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1.0 Overview 
 








1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 








1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 








1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 








1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 








2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-








group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 








currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 








the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 








transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 








for resolving disputes related to intra-group payments. 
 
 
 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 2 of 19 
 








2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  








 
2.3 Payment terms 
 








In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 








Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








2.5 ABB payment system 
 








All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 








 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 








dispute whenever they are not treated according to the Group instruction (by 
the other party). 








 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 








 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 








3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 








3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 








 
Not applicable 
 
4.0 Revision History 
 
 








Revision Approved By Date Revision Notes 
1.0 Group 








Directive 
Committee by 








circulation 








June 12, 
2007 








All changes are highlighted 
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Appendix 1 
 
 








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 








For sales to Payment term 
 








China (excl. Hong Kong) 
India 
Israel 
Korea 








Philippines 
Russia 








Saudi Arabia 
Venezuela 








 








 
 
 
 








90 days after receipt of goods or services 
 








 
Brazil 
Egypt 








Indonesia 
Taiwan 








 
 








 
120 days after receipt of goods or services 








 








 
Argentina 








 








 
180 days after receipt of goods or services 
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Appendix 2 








MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 








 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 








arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 








Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 








Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 








Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 








Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 








Special – operating outside country 
holding structures








Lummus Group USD 
 








 








 































Group Instruction Title: Group Internal Payment 
Conditions 








Group Instruction Number: GI/FT-01.09 
ABB 








Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 








 
ABB Group                                                                                                         Page 9 of 19 
 








 
 
Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 








PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 








Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  








 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 








invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 








ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 








 
• to receive payments from and to make payments to other Users 








• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 








 
 
3.4 The “Settlement Center” is responsible for: 
 








• facilitating the resolution of cross-border payment disputes between Users 








• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 








• administering a special dispute resolution database (the “Dispute Resolution 
System”). 








 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 








arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 








 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 








 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  








 
 
4.2 Fees








  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 








4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  








 
 
5. The Settlement Process 








(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 








 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 








a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 








amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 








 
e. If the Country Controllers resolve the dispute, they must document their agreement 








in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-








Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 








 
g. The Payee must prepare a short summary of his claim describing the facts relating to 








his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  








 
h. The Arbitration Panel will make a final and binding decision based on the above 








documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 








 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 








shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 








the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 








would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  








 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 








A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  








< 20,000 1,000  








20,001 to 500,000 1,000 5% over 20,000 








500,001 to 1,000000 25,000 3% over 500,000 








1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 








> 7,000,001 82,000  








The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 








Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 








• 








• 








• 








• 








The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 








Use of retaliatory or unjust invoicing. 








Unjust dispute flagging 








Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 








 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 








Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  








 
 
 
6. Set-Off 
 








The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  








 
 
 
7. Term Sheet 
 








A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 








LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 








Argentina 
Aruba 








Australia 
Austria 
Bahrain 
Belgium 
Brazil 








Canada 
Chile 
China 








Columbia 
Czech Republic 








Denmark 
Egypt 








Estonia 
Finland 
France 








Germany 
Great Britain 








 








Greece 
Hong Kong  








Hungary 
India 








Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 








Lebanon 
Luxembourg 








Malaysia 
Mexico 








New Zealand 
Netherlands 








Norway 
Peru  








Philippines 
Poland 








Portugal 
Russia 








Saudi Arabia 
Singapore 
Slovakia 








South Africa 
Spain 








Sweden 
Switzerland 








Taiwan 
Thailand 








United Arab Emirate 
United States of America 








Venezuela 








 
 








 








LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 








Czech Republic 
Denmark 








Financial Services* 
Finland 
France 








Germany 
Great Britain 








 








Holding Companies* 
Hong Kong  








Italy 
Japan 








Kent Group* 
 Lummus Global Group* 








New Zealand 
Netherlands 








Norway 
Poland 








Portugal 
Singapore 








Spain 
Sweden 








Switzerland 
United States of America 








Vetco Gray Group* 








* operating outside the Country Holding structure 
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1.0 Overview








1.1 Introduction








Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  







1.2 Objective(s)








The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 







1.3 Group directive cross-reference








GD/FT-01 Finance







1.4 Group instruction cross-reference








Not applicable








2.0  Group instruction requirements/content








2.1 Roles and responsibilities








· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.








· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 







· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.








· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.







2.2 General 








Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.








Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 








2.3 Payment terms







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.







Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.








GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 








ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.








ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.








ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.








2.4 Payment currency







Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.








GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








2.5 ABB payment system








All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 








GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.







2.6 Monitoring








· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).







· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.








· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.







3.0 Appendices and attachments








3.1 Corresponding authorization limits (where applicable)








See Group Authorization Regulations Number 2.10







3.2 Appendices








1.
Mandatory payment terms for cross-border sales








2.
Mandatory transaction currencies








3.
Payment of Group internal invoices








4.
List of countries participating in cross-border netting








3.3 Attachments








Not applicable
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Appendix 1








MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES








								For sales to







								Payment term















								China (excl. Hong Kong)








India








Israel








Korea








Philippines








Russia








Saudi Arabia
























								90 days after receipt of goods or services
























								Brazil








Egypt








Indonesia








Taiwan








Venezuela
















								120 days after receipt of goods or services
























								Argentina
















								180 days after receipt of goods or services
































Appendix 2








MANDATORY TRANSACTION CURRENCIES








For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.








For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.








The buyer can agree to exceptions







· In case the local currency of the buyer is not freely convertible








· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.








								Africa







Botswana
ZAR








Cameroon
EUR








Cote d’Ivoire
EUR








Lesotho
ZAR








Mali
EUR








Namibia
ZAR








Senegal
EUR








South Africa
ZAR
















								Americas








Canada
CAD








Mexico
MXP
























								Asia & Australasia







Australia
AUD








Hong Kong
HKD








Indonesia
IDR








Japan
JPY








New Zealand
NZD








Papua, New Guinea
AUD








Singapore
SGD








Thailand
THB
















								Eastern Europe







Bulgaria
EUR








Croatia
EUR








Czech Republic
CZK








Estonia
EUR








Hungary
EUR








Kazakhstan
EUR








Latvia
EUR








Lithuania
EUR








Poland
PLN







Romania
EUR








Russia
EUR








Slovakia
EUR








Slovenia
EUR








Ukraine
EUR








Uzbekistan
EUR








Yugoslavia
EUR
























								Middle & Near East







Saudi Arabia
SAR
















								Western Europe & Scandinavia







Austria
EUR








Belgium
EUR








Denmark
DKK/EUR*








Finland
EUR








France
EUR








Germany
EUR








Greece
GRD/EUR*








Ireland
EUR








Italy
EUR








Luxembourg
EUR








Netherlands
EUR








Norway
NOK/EUR*








Portugal
EUR








Spain
EUR








Sweden
SEK/EUR*








Switzerland
CHF/EUR*








Turkey
TRL








United Kingdom
GBP/EUR*








* at Buyer’s choice















								























								























								Intra-Group Arrangements








Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:








ABB Trademark and other Fees
ABBZH








ABB Corporate R&D Charges
CHRES








ABB Division/BU License Fees
CHTET








ABB Division/BA Management Fees
CHAMS








ABB Group License and User Fees
CHGPL








ABB GD 1.5 Marketing Fees
CHOVM








MIP Charge-Outs
GBEQU








ESAP Charge-Outs
GBESP
































Appendix 3








PAYMENT OF GROUP INTERNAL INVOICES








1.
Background








This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).








2.
Application








This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 








3.
General Principles








3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 








3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.








3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:








· to receive payments from and to make payments to other Users








· to offset, where permitted by law, amounts payable against amounts receivable between Users.








3.4 The “Settlement Center” is responsible for:








· facilitating the resolution of cross-border payment disputes between Users








· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System








· administering a special dispute resolution database (the “Dispute Resolution System”).








3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.








4.
The Payment Process in the Payment System








4.1
Rules and Procedures









For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.









Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 








4.2
Fees







The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).








4.3
Prior Agreements









Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 








5. The Settlement Process







(See Section 5.3 below for special rules applying to domestic sales)








5.1 Description of the Process:








a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.








b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.







c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.








d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .








e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .








f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.








g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 








h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.








i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.








j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.








k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 








5.2
Other Amounts Payable








5.2.1 Handling Fees:








A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 








The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.








The handling fees have been fixed as follows (all amounts are in USD):








								Disputed amount







								Base handling fee







								Plus % of amount over
















								< 20,000







								1,000







								















								20,001 to 500,000







								1,000







								5% over 20,000















								500,001 to 1,000000







								25,000







								3% over 500,000















								1,000,001 to 7,000,000







								40,000







								0.7% over 1,000,000















								> 7,000,001







								82,000







								























The maximum fee is USD 82,000.








5.2.2 Additional Fees








Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.








In particular, the following actions are strictly forbidden:








· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.








· Use of retaliatory or unjust invoicing.








· Unjust dispute flagging








· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.








5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.







Instead the following rules apply for such sales:








Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.








On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 








Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 








6.
Set-Off








The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 








7.
Term Sheet








A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 
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List of Countries participating in Cross-Border Netting








								Argentina








Aruba








Australia








Austria








Bahrain








Belgium








Brazil








Canada








Chile








China








Columbia








Czech Republic








Denmark








Egypt








Estonia








Finland








France








Germany








Great Britain
















								Greece








Hong Kong 








Hungary








India








Indonesia








Ireland








Israel








Italy








Japan








Jordan








Kuwait








Latvia








Lebanon








Luxembourg








Malaysia








Mexico








New Zealand








Netherlands







								Norway








Peru 








Philippines








Poland








Portugal








Russia








Saudi Arabia








Singapore








Slovakia








South Africa








Spain








Sweden








Switzerland








Taiwan








Thailand








United Arab Emirate








United States of America








Venezuela























List of Countries/Groups participating in Domestic Netting








								Australia








Austria








Belgium








Canada








Czech Republic








Denmark








Financial Services*








Finland








France








Germany








Great Britain
















								Holding Companies*








Hong Kong 








Italy








Japan








Kent Group*








 Lummus Global Group*








New Zealand








Netherlands







								Norway








Poland








Portugal








Singapore








Spain








Sweden








Switzerland








United States of America








Vetco Gray Group*























* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure





ABB Group 
                                                                                                        Page 1 of 19











_1257158339.pdf












Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 1 of 19 
 







1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency Update Clean




										Group Internal Payment Conditions GI/GT-01.09																														Appendix 1




																																								August 6, 2012




										Country Overview (Mandatory payment terms for cross-border sales)









										Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed.




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different




										transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.









										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BE					All BE based reporting codes




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					BWP					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BR					All BR based reporting codes




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					CO					All CO based reporting codes




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					90					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				   related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EUR					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					Asea Brown Boveri S.A., Metamorphossis Attica




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HU					All HU based reporting codes




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					USD					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IEABB					ABB Ltd, Dublin




										ISRAEL					ILS					EUR					EUR					90					IL					All IL based reporting codes




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NAABB					Asea Brown Boveri (Pty) Ltd., Windhoek




										NETHERLANDS					EUR					EUR					-					30					NL					All NL based reporting codes except below mentioned Treasury units




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PKABB					ABB (Pvt) Ltd., Lahore




										PANAMA					USD					USD					-					90					PA					All PA based reporting codes




										PAPUA NEW GUINEA					AUD					AUD					-					75					PGJWP					ABB James Watt (PNG) Limited, Port Moresby




										PERU					PEN					USD					USD					90					PE					All PE based reporting codes




										PHILIPPINES					PHP					USD					USD					90					PH					All PH based reporting codes




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN					-					60					PL					All other PL based reporting codes




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QA					All QA based reporting codes




										ROMANIA					RON					EUR					EUR					90					ROABB					ABB SRL, Bucharest




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					USD					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					RSD					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					EUR					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					UAH					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UY					All UY based reporting codes




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.




1.2 Objective(s)





The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.




This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




GD/LC-24 Project Risk Evaluation and Order Approval










1.4 Group Instruction cross-reference





GI/FT-02.01 Tax Transfer Pricing




2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 




· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.




· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.




Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 




2.3 Payment terms




Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.




Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.




Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.





Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 




The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  





Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.




ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency




GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.




2.4.1 General approach




In general, intra-group transactions must be contracted in the local currency of the buyer.




In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.




2.4.2 Exceptions




2.4.2.1 Smaller countries with currency restrictions




For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).





Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.





2.4.2.4 Price list items




Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).




Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 





Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.





Price lists with indicative pricing do not qualify for the above exception.





2.4.2.5 Contract Manufacturing





Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.





2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.





2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible




Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.





The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.




2.4.2.6 Alternative invoice currencies





The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.




2.4.2.7 BU Turbocharging




Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).




· The Group CFO reviews Appendix 1 and 2 on a yearly basis.





· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulation Number 2.10




3.2 Appendices





Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)




Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Appendix 3 - Payment of Group internal invoices





Appendix 4 - List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL and SGTRE)




Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GGEQU




ESAP Charge-Outs
GGESP




ABB Division/BU License Fees
SETET



















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium




Bolivia




Brazil




Bulgaria





Canada





Chile





China





Colombia





Czech Republic





Denmark





Ecuador





El Salvador





Egypt





Estonia





Finland





France





Germany




Greece





Hong Kong









					Hungary




India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Korea





Kuwait





Latvia





Lebanon




Lithuania




Luxembourg





Malaysia





Mauritius





Mexico





New Zealand





Netherlands




Norway





Oman





Panama





Peru










					Philippines




Poland





Portugal





Qatar





Romania





Russia





Saudi Arabia





Singapore





Slovakia




Slovenia




South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand




Turkey




United Arab Emirates




United Kingdom




United States of America





Venezuela




Vietnam














List of Countries/Groups participating in Domestic Netting





					Belgium




China




Germany









					Norway




Spain




Sweden









					Switzerland




United Kingdom




United States of America




















* operating outside the Country Holding structure




ABB Group 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable






4.0 Revision History






						Revision





						Approved By





						Date





						Revision Notes











						1.0





						Group Directive Committee by circulation





						June 12, 2007





						All changes are highlighted











						





						





						





						











						





						





						





						

















Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.











1.2 Objective(s)






The Group-internal payment conditions shall minimize the 





intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance

















1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· 





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 


















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms















































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.

















ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.3.1 General approach





Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.





As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.






Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.





2.3.2 Exceptions





2.3.2.1 Western Europe





In Western Europe
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.


1.2 Objective(s)



The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.


This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 


1.3 Group directive cross-reference



GD/GT-01 Finance


GD/LC-24 Project Risk Evaluation and Order Approval



1.4 Group Instruction cross-reference



GI/TA-01.01 Tax Transfer Pricing


2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 


· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.


· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.


Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.


Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 


2.3 Payment terms


Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.


Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.


Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.



Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.



Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.


GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 


The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  



Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.


ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.3.1 General approach


Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.


As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.



Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.


2.3.2 Exceptions


2.3.2.1 Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.


2.3.2.2 Countries with major imports from overseas


GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.3.2.3 Countries with currency restriction or special regulations


GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).


2.3.2.4 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.



2.3.2.5 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe: 30 days based on Incoterms CIP destination airport.



Overseas: 45 days based on Incoterms CIP destination airport.


2.4 Payment currency


GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.


2.4.1 General approach


In general, intra-group transactions must be contracted in the local currency of the buyer.


In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.


2.4.2 Exceptions


2.4.2.1 Smaller countries with currency restrictions


For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).



Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions


For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).



Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.



Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.3 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.


In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.



2.4.2.4 Price list items


Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).


Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 



Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.



Price lists with indicative pricing do not qualify for the above exception.



2.4.2.5 Contract Manufacturing



Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.



2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.



2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible


Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.



The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.


2.4.2.6 Alternative invoice currencies



The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.


2.4.2.7 BU Turbocharging


Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.


To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.



2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).


· The Group CFO reviews Appendix 1 and 2 on a yearly basis.



· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulation Number 2.10


3.2 Appendices



Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)


Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices



Appendix 4 - List of countries participating in cross-border netting



3.3 Attachments



Not applicable
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Appendix 2



			Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.


ABBHO



ABBZH



CHAMS



CHGPL



CHOVM



CHRES



CHTET



GGEQU



GGESP



SETET



GTO (NLCAL and SGTRE)


Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET


ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GGEQU


ESAP Charge-Outs
GGESP


ABB Division/BU License Fees
SETET











Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).


4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.


e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.


f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium


Bolivia


Brazil


Bulgaria



Canada



Chile



China



Colombia



Czech Republic



Denmark



Ecuador



El Salvador



Egypt



Estonia



Finland



France



Germany


Greece



Hong Kong





			Hungary


India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Korea



Kuwait



Latvia



Lebanon


Lithuania


Luxembourg



Malaysia



Mauritius



Mexico



New Zealand



Netherlands


Norway



Oman



Panama



Peru






			Philippines


Poland



Portugal



Qatar



Romania



Russia



Saudi Arabia



Singapore



Slovakia


Slovenia


South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand


Turkey


United Arab Emirates


United Kingdom


United States of America



Venezuela


Vietnam








List of Countries/Groups participating in Domestic Netting



			Belgium


China


Germany





			Norway


Spain


Sweden





			Switzerland


United Kindom


United States of America












* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History




				Revision



				Approved By



				Date



				Revision Notes







				1.0



				Group Directive Committee by circulation



				June 12, 2007



				All changes are highlighted







				



				



				



				







				



				



				



				











Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia












				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan




Venezuela








				120 days after receipt of goods or services












				Argentina








				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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Reporting Currency



				



								Country Overview (Mandatory payment terms for cross-border sales)



								Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.



								Group-Internal payment terms per country relate to all reporting units unless specifically listed



								In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



								Group-internal payment terms are defined on the basis of land or ship transportation.



								In case of air transportation, payment terms shall be reduced accordingly.



								Country				Reporting Currency				Group Internal Import Currency				Group Internal Export Currency				Group Internal Payment Terms				Reporting Code				Company Name



								ALGERIA				DZD				USD				USD				60				DZ				All DZ based reporting codes



								ANGOLA				USD				USD				USD				60				AOABB				ABB Electrica SGPS, Lda., Luanda



								ARGENTINA				ARS				USD				USD				120				ARABB				ABB S.A., Buenos Aires



								AUSTRALIA				AUD				AUD				-				75				AU				All AU based reporting codes



								AUSTRIA				EUR				EUR				-				60				ATABB				ABB AG, Vienna



								AZERBAIJAN				AZN				USD				USD				60				AZABB				ABB Azerbaijan LLC, Baku



								BAHRAIN				BHD				USD				USD				60				BHARE				ABB Technologies W.L.L., Bahrain



								BELGIUM				EUR				EUR				-				30				BEABB				ABB N.V., Zaventem



								BOLIVIA				USD				USD				USD				90				BOABB				Asea Brown Boveri Ltda., La Paz



								BOTSWANA				USD				USD				USD				60				BWABB				ABB (Pty) Ltd., Gaborone



								BRAZIL				BRL				USD				USD				90				BRABB				ABB Ltda., Osasco



								BULGARIA				BGN				EUR				EUR				60				BG				All BG based reporting codes



								CAMEROON				XAF				EUR				EUR				90				CMABB				Asea Brown Boveri S.A., Douala



								CANADA				CAD				CAD				-				60				CA				All CA based reporting codes



								CHILE				CLP				USD				USD				90				CL				All CL based reporting codes



								CHINA				CNY				USD, EUR				USD, EUR				90				CN				All CN based reporting codes



								COLOMBIA				COP				USD				USD				90				COABB				Asea Brown Boveri Ltda., Bogotá



								COTE D'IVOIRE				XOF				EUR				EUR				90				CIABB				ABB Technology SA, Abidjan



								CROATIA				HRK				EUR				EUR				60				HRABB				ABB Ltd., Zagreb



								CZECH REPUBLIC				CZK				EUR*				-				60				CZABB				ABB s.r.o., Sokolovska



																* CZK for Research Centers



								DENMARK				DKK				DKK				-				30**				DKABB				ABB A/S, Skovlunde



																** 90 days for Group internal purchases



																related to Vestas



								ECUADOR				USD				USD				USD				90				ECABB				ABB Ecuador S.A., Quito



								EGYPT				EGP				USD				USD				90				EG				All EG based reporting codes



								EL SALVADOR				USD				USD				USD				90				SVABB				ABB S.A. de CV, San Salvador



								ESTONIA				EEK				EUR				EUR				60				EEABB				ABB AS, Tallinn



								FINLAND				EUR				EUR				-				30				FI				All FI based reporting codes



								FRANCE				EUR				EUR				-				60				FR				All FR based reporting codes



								GERMANY				EUR				EUR				-				30				DE				All DE based reporting codes



								GREECE				EUR				EUR				-				90				GR				All GR based reporting codes



								HONG KONG				HKD				USD, EUR				USD, EUR				90				HK				All HK based reporting codes



								HUNGARY				HUF				EUR				EUR				60				HUABB				ABB Engineering Trading and Service Ltd., Budapest



								INDIA				INR				USD, EUR				USD, EUR				120				IN				All IN based reporting codes



								INDONESIA				IDR				USD				USD				90				ID				All ID based reporting codes



								IRAN, ISLAMIC REPUBLIC OF				IRR				EUR				EUR				60				IRABB				ABB (P.J.S.C.), Teheran



								IRELAND				EUR				EUR				-				60				IE				All IE based reporting codes



								ISRAEL				ILS				EUR				EUR				90				ILABB				ABB Technologies Ltd., Tirat Carmel



								ITALY				EUR				EUR				-				60				IT				All IT based reporting codes



								JAPAN				JPY				JPY				-				90				JP				All JP based reporting codes



								JORDAN				JOD				USD				USD				60				JO				All DE based reporting codes



								KAZAKHSTAN				KZT				USD				USD				60				KZ				All KZ based reporting codes



								KENYA				USD				USD				USD				60				KEABB				ABB Limited, Nairobi



								KOREA, REPUBLIC OF				KRW				USD				USD				90				KRABB				ABB Ltd., Seoul



								KUWAIT				KWD				KWD				-				60				KWABB				ABB Engg. Technologies Co. (KSCC), Safat



								LATVIA				LVL				EUR				EUR				60				LVABB				ABB SIA, Riga



								LEBANON				USD				USD				USD				60				LBELE				ABB Electrical Co. S.A.L., Beirut



								LITHUANIA				LTL				EUR				EUR				60				LTABB				ABB UAB, Vilnius



								MALAYSIA				MYR				USD				USD				60				MY				All MY based reporting codes



								MAURITIUS				MUR				EUR				EUR				90				MUABB				Asea Brown Boveri Ltd., Port Louis



								MEXICO				MXN				USD				USD***				60				MX				All MX based reporting codes



																*** valid for NAFTA only



								MOROCCO				MAD				EUR				EUR				90				MAABB				ABB S.A., Casablanca



								NAMIBIA				USD				USD				USD				60				NA				All NA based reporting codes



								NETHERLANDS				EUR				EUR				-				30				NLABB				ABB BV, Rotterdam



												EUR				EUR				-				30				NLATP				ABB Holdings BV, Amsterdam



												EUR				EUR				-				30				NLGAS				ABB Group Accounting Services B.V., Amstelveen



												USD				USD				-				30				NLCAL				ABB Capital, B.V., Amsterdam



												USD				USD				-				30				NLEVE				ABB Equity Ventures B.V., Amsterdam



												USD				USD				-				30				NLFIN				ABB Finance B.V., Amsterdam



												USD				USD				-				30				NLPRJ				ABB Equity Ventures Projects B.V., Amsterdam



								NEW CALEDONIA (FR)				AUD				AUD				-				75				NCABB				ABB SAS, New Caledonia



								NEW ZEALAND				NZD				NZD				-				75				NZ				All NZ based reporting codes



								NIGERIA				NGN				EUR				EUR				90				NG				All NG based reporting codes



								NORWAY				NOK				NOK				-				30				NO				All NO based reporting codes



								OMAN				OMR				USD				USD				60				OMABB				ABB LLC, Al Hamriya



								PAKISTAN				PKR				USD				USD				90				PK				All DE based reporting codes



								PANAMA				USD				USD				-				90				PAABB				ABB S.A., Panama



								PAPUA NEW GUINEA				AUD				AUD				-				75				PG				All PG based reporting codes



								PERU				PEN				USD				USD				90				PEABB				ABB S.A., Lima



								PHILIPPINES				PHP				USD				USD				90				PHABB				Asea Brown Boveri Inc., Paranaque, Metro Manila



								POLAND				EUR				EUR				-				60				PLENT				ABB Entrelec Sp. zo.o., Nova Wies Leborska



												PLN				PLN****				-				60				PLABB				ABB Sp. zo.o., Warsaw



																**** to be reviewed in 2010



								PORTUGAL				EUR				EUR				-				90				PT				All PT based reporting codes



								QATAR				QAR				USD				USD				60				QAABB				ABB Qatar LLC., Doha



								ROMANIA				RON				EUR				EUR				90				RO				All RO based reporting codes



								RUSSIAN FEDERATION				RUB				EUR				EUR				90				RU				All RU based reporting codes



								SAUDI ARABIA				SAR				USD				USD				90				SA				All SA based reporting codes



								SENEGAL				XOF				EUR				EUR				90				SNHER				ABB Technologies S.A., Dakar



								SERBIA				EUR				EUR				EUR				60				RSABB				ABB d.o.o., Belgrade



								SINGAPORE				SGD				SGD				-				60				SG				All SG based reporting codes



								SLOVAKIA				SKK				EUR				EUR				60				SKABB				ABB, s.r.o., Bratislava



								SLOVENIA				EUR				EUR				-				60				SIABB				ABB D.o.o., Ljubljana



								SOUTH AFRICA				ZAR				ZAR				-				60				ZA				All ZA based reporting codes



								SPAIN				EUR				EUR				-				90				ES				All ES based reporting codes



								SWEDEN				SEK				SEK				-				30				SE				All SE based reporting codes



								SWITZERLAND				CHF				CHF				-				30				CH				All CH based reporting codes, incl. Swiss based holding companies



								TAIWAN, PROVINCE OF CHINA				TWD				USD				USD				120				TW				All TW based reporting codes



								TANZANIA, UNITED REPUBLIC				USD				USD				USD				90				TZABB				ABB Limited, Dar Es Salaam



								THAILAND				THB				USD				USD				75				TH				All TH based reporting codes



								TUNISIA				EUR				EUR				EUR				90				TN				All TN based reporting codes



								TURKEY				USD				EUR				EUR				60				TR				All TR based reporting codes



								UGANDA				USD				USD				USD				90				UGABB				ABB Ltd., Kampala



								UKRAINE				USD				EUR				EUR				90				UAABB				ABB Ltd., Kiev



								UNITED ARAB EMIRATES				AED				USD				USD				60				AEAUT				ABB Automation L.L.C., Abu Dhabi



												AED				USD				USD				90				AEFLC				ABB Industries FZ, Dubai



												AED				USD				USD				90				AEIND				ABB Industries (L.L.C.), Dubai



												AED				USD				USD				60				AETAD				ABB Transmission & Distribution Ltd., Abu Dhabi



												EUR				USD				USD				60				AEPSP				ABB Power Systems, Abu Dhabi Branch (non legal entity)



								UNITED KINGDOM				GBP				GBP				-				60				GB				All GB based reporting codes



								UNITED STATES				USD				USD				-				60				US				All US based reporting codes



								URUGUAY				UYU				USD				USD				120				UYABB				ABB S.A., Montevideo (ARABB branch office)



								VENEZUELA				VEF				USD				USD				180*****				VEABB				Asea Brown Boveri S.A., Caracas



																***** due to CADIVI, reviewed regularly



								VIETNAM				VND				USD				USD				90				VNTRA				ABB Ltd., Hanoi



								ZAMBIA				USD				USD				USD				90				ZMPLS				ABB Ltd., Lusaka



								ZIMBABWE				USD				USD				USD				90				ZWPLS				ABB (Private) Ltd., Harare
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.



1.2 Objective(s)




The Group-internal payment conditions shall minimize the Group’s currency exposures and optimize the funding of working capital. The conditions shall furthermore ensure compliance with the arm’s-length standard in Tax matters.



This Group Instruction is applicable for all intra-group transactions and to all country/company CFOs, country/company treasury, country/company controllers and related finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



GD/LC-24 Project Risk Evaluation and Order Approval








1.4 Group Instruction cross-reference




GI/FT-02.01 Tax Transfer Pricing



2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-GT and the Group CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-GT and the Group CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-GT and the Group CFO are responsible for defining the countries which must use the ABB payment system. 



· The Country CFO is responsible for defining payment conditions for intra-group transactions within the same country.



· Global Business Units are requested to provide input towards GF-GT to payment terms and currencies.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Intra-group payment conditions are set in the best interest of the ABB Group. They are mandatory. All exceptions, including specific business reasons which require alternative payment conditions, need to be approved by Group Function Group Treasury (“GF-GT”) via the Global Business Unit, unless specifically addressed in this Group Instruction.



Failing to adhere to the defined Intra-group payment conditions may have a negative economical impact on the ABB Group and the ABB Group companies.



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group Instruction can be disputed by the payer in the ABB payment system (described below under 2.4). 



2.3 Payment terms



Group-internal payment terms must reflect local market practice of the ABB buyer and shall be in the best interest of the ABB Group.



Both parties must respect the defined payment terms and the internal pricing models shall reflect this fact.



Group-internal payment terms are defined on a FCA seller’s premises Incoterms basis. Payment terms shall be adjusted accordingly in case other Incoterms are applied.




Group-internal payment terms are defined on the basis of land or ship transportation. In case of air transportation, payment terms shall be adjusted accordingly.




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer. In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.



GF-GT and the Group CFO issue mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory payment terms are listed in Appendix 1 and Appendix 2 



The ABB supplier shall not force the ABB buyer to accept shorter payment terms if no exception (as mentioned in this Group Instruction) applies.  




Payment terms for intra-group transactions within the same country can be defined by the Country CFO, based on local market practice.



ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-GT will help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies may not be considered as credit risk to other ABB companies. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-GT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-GT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-GT will set longer payment terms, especially for countries without access to Group Treasury Operations (“GTO”), where financing of working capital has to be arranged locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency



GF-GT and the Group CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group Instruction. These mandatory transaction currencies are listed in Appendix 1 and Appendix 2.



2.4.1 General approach



In general, intra-group transactions must be contracted in the local currency of the buyer.



In case of invoicing in currencies other than the local currency of the ABB seller, the ABB seller is allowed to add the hedging costs to the base price. Such costs shall reflect real market rates, typically provided by GTO.



2.4.2 Exceptions



2.4.2.1 Smaller countries with currency restrictions



For smaller countries with currency restrictions, illiquid or not well established currencies, the Group-internal payment currency shall be either USD or EUR (one currency only).




Therefore, all these countries are allowed to use the same currency for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment currency with the end customer shall also be applied between the involved ABB Group companies.




2.4.2.4 Price list items



Price lists and related invoicing shall only be available in EUR, USD, or in the payment currency of the ABB buyer (to be decided by the ABB seller, together with the Global Business Unit).



Before a price list in a currency other than that previously used becomes effective, the Global Business Unit must consult the Country CFO or Country Treasurer of the ABB buyer in order to discuss the implication of the currency decision. 




Hedging costs on price list items shall be defined together with the Global Business Unit and must already be included in the price list.




Price lists with indicative pricing do not qualify for the above exception.




2.4.2.5 Contract Manufacturing




Contract manufacturing arrangements must be approved by the Global Business Unit and GF-GT. All hedging costs must be borne by the ABB buyer.




2.4.2.5.1 Local currency of the ABB manufacturer and the ABB buyer is fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the local currency of the ABB manufacturer.




2.4.2.5.2 Local currency of the ABB manufacturer and/or the ABB buyer is not fully convertible



Price lists shall be available in the local currency of the ABB manufacturer. Group internal invoicing shall be done in the currency defined by the ABB buyer. The Country CFO or Country Treasurer of the ABB manufacturing country must be consulted to discuss the implication of the invoice currency decision.




The ABB manufacturer shall immediately hedge all firm purchase orders against the invoice currency. The same hedging exchange rate shall be used for calculating the invoice amount.



2.4.2.6 Alternative invoice currencies




The ABB buyer is allowed to accept alternative invoice currencies in case this will create a natural hedge and reduce his currency exposure (e.g. end customer is invoiced in a foreign currency) or if it is in another way beneficial for the buyer.



2.4.2.7 BU Turbocharging



Due to the specific business requirements, GF-GT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



To avoid different prices for service customers, the BU Turbocharging has one worldwide Global Sales Price in CHF as the base currency. Service customer invoicing by the LBUs is done in local (or other) currency by using current CHF exchange rates. OEM customers are normally invoiced in CHF.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices within the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-GT and the Group CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB Arbitration Panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group Instruction (by the other party).



· The Group CFO reviews Appendix 1 and 2 on a yearly basis.




· The Country/company CFOs confirm in the Assurance Report (quarterly) adherence with the Group Directives/Instructions. GF-GT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulation Number 2.10



3.2 Appendices




Appendix 1 - Country Overview (Mandatory payment terms for cross-border sales)



Appendix 2 - Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Appendix 3 - Payment of Group internal invoices




Appendix 4 - List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions (term and currency) for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL and SGTRE)



Payment conditions (term and currency) for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-GT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GGEQU



ESAP Charge-Outs
GGESP



ABB Division/BU License Fees
SETET















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium



Bolivia



Brazil



Bulgaria




Canada




Chile




China




Colombia




Czech Republic




Denmark




Ecuador




El Salvador




Egypt




Estonia




Finland




France




Germany



Greece




Hong Kong







				Hungary



India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Korea




Kuwait




Latvia




Lebanon



Lithuania



Luxembourg




Malaysia




Mauritius




Mexico




New Zealand




Netherlands



Norway




Oman




Panama




Peru








				Philippines



Poland




Portugal




Qatar




Romania




Russia




Saudi Arabia




Singapore




Slovakia



Slovenia



South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand



Turkey



United Arab Emirates



United Kingdom



United States of America




Venezuela



Vietnam











List of Countries/Groups participating in Domestic Netting




				Belgium



China



Germany







				Norway



Spain



Sweden







				Switzerland



United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.









1.2 Objective(s)





The Group-internal payment conditions shall minimize the 




intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance














1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· 




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 















Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms







































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.














ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.3.1 General approach




Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.




As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.





Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.




2.3.2 Exceptions




2.3.2.1 Western Europe




In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.




2.3.2.2 Countries with major imports from overseas




GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.




2.3.2.3 Countries with currency restriction or special regulations




GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).




2.3.2.4 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 





In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.





2.3.2.5 BU Turbocharging




Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.





The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:





Europe: 30 days based on Incoterms CIP destination airport.





Overseas: 45 days based on Incoterms CIP destination airport.




2.4 Payment currency









GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.










2.4.1 









In case 




2.4.2 




2.4.2.1 









the local currency of the buyer).




2.4.2.2 Larger countries with currency restrictions




For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).





Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.





Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).





2.4.2.3 Large projects / Contractual relationship




For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor




2.4.2.4 
























2.4.2.5 




” arrangements




2.4.2.5.1 









2.4.2.5.2 









, i.e. purchase 




2.4.2.6 




· and sales are made in the same (foreign currency.




2.4.2.7 














2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews Appendix 1 and 2 on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History
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					Approved By




					Date




					Revision Notes









					1.0




					Group Directive Committee by circulation




					June 12, 2007




					Please find in enclosed file changes to previous document highlighted by track changes:
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Appendix 1





Country Overview
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Appendix 2





					Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements





Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.




ABBHO





ABBZH





CHAMS





CHGPL





CHOVM





CHRES





CHTET





GGEQU





GGESP





SETET





GTO (NLCAL, SGTRE, and USTCE)




Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




ABB Division/BU License Fees
SETET
























					




					









					







































					














					
























					














					














					












































· 




· 




					

















































					
























					

















































					






























































































					














					








































































































					














					














					
































































Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium










Brazil










Canada





Chile





China










Columbia





Czech Republic





Denmark















Egypt





Estonia





Finland





France





Germany















Great Britain










					









Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan










Kuwait





Latvia





Lebanon









Luxembourg





Malaysia










Mexico





New Zealand





Netherlands





























					









Philippines





Poland





Portugal















Russia





Saudi Arabia





Singapore





Slovakia










South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand










United Arab Emirate









United States of America





Venezuela



















List of Countries/Groups participating in Domestic Netting





					









Belgium





China


































Germany















					Norway




Spain




Sweden












































					





























Switzerland





United Kingdom




United States of America




















* operating outside the Country Holding structure
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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Country Overview red = currently again reviewed by Steering Committee






Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.






Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger






ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney






AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA






AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia






BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo






CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec






CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)






CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal






CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong






COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska






* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde






** 90 days for Group internal purchases
   related to Vestas






ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo






EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez






EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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Country Reporting 
Currency






Group 
Internal 
Import 






Currency






Group 
Internal 
Export 






Currency






Group 
Internal 






Payment 
Terms






Reporting 
Code






Company Name






FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering






GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde






GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens






HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong






HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore






INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka






INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta






IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin






EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan






EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)






JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo






JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman






KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty






KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya






MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla






MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only






MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek






ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam






EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam






NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland






NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja






NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad






NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen






OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore






PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby






AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska






PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010






PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto






QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest






RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow






RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow






SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar






SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore






SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore






SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit






USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill






SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna






SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)






TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei






TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok






THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok






TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis






TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul






UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi






AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)






UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)






URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas






VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare






***** due to CADIVI, reviewed regularly
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia












						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan


















						120 days after receipt of goods or services


















						Argentina






Venezuela











						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview 
 







1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 







1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 







1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 







1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 







2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-







group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 







currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 







the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 







transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 







for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  







 
2.3 Payment terms 
 







In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 







Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







2.5 ABB payment system 
 







All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 







 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 







dispute whenever they are not treated according to the Group instruction (by 
the other party). 







 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 







 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 







3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 







3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 







 
Not applicable 
 
4.0 Revision History 
 
 







Revision Approved By Date Revision Notes 
1.0 Group 







Directive 
Committee by 







circulation 







June 12, 
2007 







All changes are highlighted 
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Appendix 1 
 
 







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 







For sales to Payment term 
 







China (excl. Hong Kong) 
India 
Israel 
Korea 







Philippines 
Russia 







Saudi Arabia 
Venezuela 







 







 
 
 
 







90 days after receipt of goods or services 
 







 
Brazil 
Egypt 







Indonesia 
Taiwan 







 
 







 
120 days after receipt of goods or services 







 







 
Argentina 







 







 
180 days after receipt of goods or services 
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Appendix 2 







MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 







 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 







arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 







Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 







Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 







Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 







Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 







Special – operating outside country 
holding structures







Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 







PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 







Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  







 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 







invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 







ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 







 
• to receive payments from and to make payments to other Users 







• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 







 
 
3.4 The “Settlement Center” is responsible for: 
 







• facilitating the resolution of cross-border payment disputes between Users 







• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 







• administering a special dispute resolution database (the “Dispute Resolution 
System”). 







 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 







arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 







 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 







 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  







 
 
4.2 Fees







  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 







4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  







 
 
5. The Settlement Process 







(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 







 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 







a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 







amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 







 
e. If the Country Controllers resolve the dispute, they must document their agreement 







in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-







Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 







 
g. The Payee must prepare a short summary of his claim describing the facts relating to 







his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  







 
h. The Arbitration Panel will make a final and binding decision based on the above 







documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 







 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 







shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 



























Group Instruction Title: Group Internal Payment 
Conditions 







Group Instruction Number: GI/FT-01.09 
ABB 







Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 







 
ABB Group                                                                                                         Page 14 of 19 
 







 
j. All payment obligations relating to the settled dispute shall be satisfied in full during 







the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 







would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  







 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 







A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  







< 20,000 1,000  







20,001 to 500,000 1,000 5% over 20,000 







500,001 to 1,000000 25,000 3% over 500,000 







1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 







> 7,000,001 82,000  







The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 







Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 







• 







• 







• 







• 







The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 







Use of retaliatory or unjust invoicing. 







Unjust dispute flagging 







Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 







 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 







Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  







 
 
 
6. Set-Off 
 







The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  







 
 
 
7. Term Sheet 
 







A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 







LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 







Argentina 
Aruba 







Australia 
Austria 
Bahrain 
Belgium 
Brazil 







Canada 
Chile 
China 







Columbia 
Czech Republic 







Denmark 
Egypt 







Estonia 
Finland 
France 







Germany 
Great Britain 







 







Greece 
Hong Kong  







Hungary 
India 







Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 







Lebanon 
Luxembourg 







Malaysia 
Mexico 







New Zealand 
Netherlands 







Norway 
Peru  







Philippines 
Poland 







Portugal 
Russia 







Saudi Arabia 
Singapore 
Slovakia 







South Africa 
Spain 







Sweden 
Switzerland 







Taiwan 
Thailand 







United Arab Emirate 
United States of America 







Venezuela 







 
 







 







LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 







Czech Republic 
Denmark 







Financial Services* 
Finland 
France 







Germany 
Great Britain 







 







Holding Companies* 
Hong Kong  







Italy 
Japan 







Kent Group* 
 Lummus Global Group* 







New Zealand 
Netherlands 







Norway 
Poland 







Portugal 
Singapore 







Spain 
Sweden 







Switzerland 
United States of America 







Vetco Gray Group* 







* operating outside the Country Holding structure 
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1.0 Overview







1.1 Introduction







Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  






1.2 Objective(s)







The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 






1.3 Group directive cross-reference







GD/FT-01 Finance






1.4 Group instruction cross-reference







Not applicable







2.0  Group instruction requirements/content







2.1 Roles and responsibilities







· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.







· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 






· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.







· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.






2.2 General 







Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.







Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 







2.3 Payment terms






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.






Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.







In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.







GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 







ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.







ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.







ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.







2.4 Payment currency






Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







2.5 ABB payment system







All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 







GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.






2.6 Monitoring







· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).






· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.







· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.






3.0 Appendices and attachments







3.1 Corresponding authorization limits (where applicable)







See Group Authorization Regulations Number 2.10






3.2 Appendices







1.
Mandatory payment terms for cross-border sales







2.
Mandatory transaction currencies







3.
Payment of Group internal invoices







4.
List of countries participating in cross-border netting







3.3 Attachments







Not applicable
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Appendix 1







MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES







							For sales to






							Payment term













							China (excl. Hong Kong)







India







Israel







Korea







Philippines







Russia







Saudi Arabia





















							90 days after receipt of goods or services





















							Brazil







Egypt







Indonesia







Taiwan







Venezuela














							120 days after receipt of goods or services





















							Argentina














							180 days after receipt of goods or services




























Appendix 2







MANDATORY TRANSACTION CURRENCIES







For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.







For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.







The buyer can agree to exceptions






· In case the local currency of the buyer is not freely convertible







· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.







							Africa






Botswana
ZAR







Cameroon
EUR







Cote d’Ivoire
EUR







Lesotho
ZAR







Mali
EUR







Namibia
ZAR







Senegal
EUR







South Africa
ZAR














							Americas







Canada
CAD







Mexico
MXP





















							Asia & Australasia






Australia
AUD







Hong Kong
HKD







Indonesia
IDR







Japan
JPY







New Zealand
NZD







Papua, New Guinea
AUD







Singapore
SGD







Thailand
THB














							Eastern Europe






Bulgaria
EUR







Croatia
EUR







Czech Republic
CZK







Estonia
EUR







Hungary
EUR







Kazakhstan
EUR







Latvia
EUR







Lithuania
EUR







Poland
PLN






Romania
EUR







Russia
EUR







Slovakia
EUR







Slovenia
EUR







Ukraine
EUR







Uzbekistan
EUR







Yugoslavia
EUR





















							Middle & Near East






Saudi Arabia
SAR














							Western Europe & Scandinavia






Austria
EUR







Belgium
EUR







Denmark
DKK/EUR*







Finland
EUR







France
EUR







Germany
EUR







Greece
GRD/EUR*







Ireland
EUR







Italy
EUR







Luxembourg
EUR







Netherlands
EUR







Norway
NOK/EUR*







Portugal
EUR







Spain
EUR







Sweden
SEK/EUR*







Switzerland
CHF/EUR*







Turkey
TRL







United Kingdom
GBP/EUR*







* at Buyer’s choice













							




















							




















							Intra-Group Arrangements







Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:







ABB Trademark and other Fees
ABBZH







ABB Corporate R&D Charges
CHRES







ABB Division/BU License Fees
CHTET







ABB Division/BA Management Fees
CHAMS







ABB Group License and User Fees
CHGPL







ABB GD 1.5 Marketing Fees
CHOVM







MIP Charge-Outs
GBEQU







ESAP Charge-Outs
GBESP




























Appendix 3







PAYMENT OF GROUP INTERNAL INVOICES







1.
Background







This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).







2.
Application







This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 







3.
General Principles







3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 







3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.







3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:







· to receive payments from and to make payments to other Users







· to offset, where permitted by law, amounts payable against amounts receivable between Users.







3.4 The “Settlement Center” is responsible for:







· facilitating the resolution of cross-border payment disputes between Users







· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System







· administering a special dispute resolution database (the “Dispute Resolution System”).







3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.







4.
The Payment Process in the Payment System







4.1
Rules and Procedures








For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.








Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 







4.2
Fees






The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).







4.3
Prior Agreements








Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 







5. The Settlement Process






(See Section 5.3 below for special rules applying to domestic sales)







5.1 Description of the Process:







a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.







b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.






c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.







d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .







e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .







f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.







g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 







h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.







i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.







j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.







k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 







5.2
Other Amounts Payable







5.2.1 Handling Fees:







A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 







The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.







The handling fees have been fixed as follows (all amounts are in USD):







							Disputed amount






							Base handling fee






							Plus % of amount over














							< 20,000






							1,000






							













							20,001 to 500,000






							1,000






							5% over 20,000













							500,001 to 1,000000






							25,000






							3% over 500,000













							1,000,001 to 7,000,000






							40,000






							0.7% over 1,000,000













							> 7,000,001






							82,000






							




















The maximum fee is USD 82,000.







5.2.2 Additional Fees







Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.







In particular, the following actions are strictly forbidden:







· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.







· Use of retaliatory or unjust invoicing.







· Unjust dispute flagging







· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.







5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.






Instead the following rules apply for such sales:







Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.







On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 







Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 







6.
Set-Off







The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 







7.
Term Sheet







A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 







Appendix 4







List of Countries participating in Cross-Border Netting







							Argentina







Aruba







Australia







Austria







Bahrain







Belgium







Brazil







Canada







Chile







China







Columbia







Czech Republic







Denmark







Egypt







Estonia







Finland







France







Germany







Great Britain














							Greece







Hong Kong 







Hungary







India







Indonesia







Ireland







Israel







Italy







Japan







Jordan







Kuwait







Latvia







Lebanon







Luxembourg







Malaysia







Mexico







New Zealand







Netherlands






							Norway







Peru 







Philippines







Poland







Portugal







Russia







Saudi Arabia







Singapore







Slovakia







South Africa







Spain







Sweden







Switzerland







Taiwan







Thailand







United Arab Emirate







United States of America







Venezuela




















List of Countries/Groups participating in Domestic Netting







							Australia







Austria







Belgium







Canada







Czech Republic







Denmark







Financial Services*







Finland







France







Germany







Great Britain














							Holding Companies*







Hong Kong 







Italy







Japan







Kent Group*







 Lummus Global Group*







New Zealand







Netherlands






							Norway







Poland







Portugal







Singapore







Spain







Sweden







Switzerland







United States of America







Vetco Gray Group*




















* operating outside the Country Holding structure
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Reporting Currency




					




										Country Overview (Mandatory payment terms for cross-border sales)




										Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.




										Group-Internal payment terms per country relate to all reporting units unless specifically listed




										In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.




										Group-internal payment terms are defined on the basis of land or ship transportation.




										In case of air transportation, payment terms shall be reduced accordingly.




										Country					Reporting Currency					Group Internal Import Currency					Group Internal Export Currency					Group Internal Payment Terms					Reporting Code					Company Name




										ALGERIA					DZD					USD					USD					60					DZ					All DZ based reporting codes




										ANGOLA					USD					USD					USD					60					AOABB					ABB Electrica SGPS, Lda., Luanda




										ARGENTINA					ARS					USD					USD					120					ARABB					ABB S.A., Buenos Aires




										AUSTRALIA					AUD					AUD					-					75					AU					All AU based reporting codes




										AUSTRIA					EUR					EUR					-					60					ATABB					ABB AG, Vienna




										AZERBAIJAN					AZN					USD					USD					60					AZABB					ABB Azerbaijan LLC, Baku




										BAHRAIN					BHD					USD					USD					60					BHARE					ABB Technologies W.L.L., Bahrain




										BELGIUM					EUR					EUR					-					30					BEABB					ABB N.V., Zaventem




										BOLIVIA					USD					USD					USD					90					BOABB					Asea Brown Boveri Ltda., La Paz




										BOTSWANA					USD					USD					USD					60					BWABB					ABB (Pty) Ltd., Gaborone




										BRAZIL					BRL					USD					USD					90					BRABB					ABB Ltda., Osasco




										BULGARIA					BGN					EUR					EUR					60					BG					All BG based reporting codes




										CAMEROON					XAF					EUR					EUR					90					CMABB					Asea Brown Boveri S.A., Douala




										CANADA					CAD					CAD					-					60					CA					All CA based reporting codes




										CHILE					CLP					USD					USD					90					CL					All CL based reporting codes




										CHINA					CNY					USD, EUR					USD, EUR					90					CN					All CN based reporting codes




										COLOMBIA					COP					USD					USD					90					COABB					Asea Brown Boveri Ltda., Bogotá




										COTE D'IVOIRE					XOF					EUR					EUR					90					CIABB					ABB Technology SA, Abidjan




										CROATIA					HRK					EUR					EUR					60					HRABB					ABB Ltd., Zagreb




										CZECH REPUBLIC					CZK					EUR*					-					60					CZABB					ABB s.r.o., Sokolovska




																				* CZK for Research Centers




										DENMARK					DKK					DKK					-					30**					DKABB					ABB A/S, Skovlunde




																				** 90 days for Group internal purchases




																				related to Vestas




										ECUADOR					USD					USD					USD					90					ECABB					ABB Ecuador S.A., Quito




										EGYPT					EGP					USD					USD					90					EG					All EG based reporting codes




										EL SALVADOR					USD					USD					USD					90					SVABB					ABB S.A. de CV, San Salvador




										ESTONIA					EEK					EUR					EUR					60					EEABB					ABB AS, Tallinn




										FINLAND					EUR					EUR					-					30					FI					All FI based reporting codes




										FRANCE					EUR					EUR					-					60					FR					All FR based reporting codes




										GERMANY					EUR					EUR					-					30					DE					All DE based reporting codes




										GREECE					EUR					EUR					-					90					GR					All GR based reporting codes




										HONG KONG					HKD					USD, EUR					USD, EUR					90					HK					All HK based reporting codes




										HUNGARY					HUF					EUR					EUR					60					HUABB					ABB Engineering Trading and Service Ltd., Budapest




										INDIA					INR					USD, EUR					USD, EUR					120					IN					All IN based reporting codes




										INDONESIA					IDR					USD					USD					90					ID					All ID based reporting codes




										IRAN, ISLAMIC REPUBLIC OF					IRR					EUR					EUR					60					IRABB					ABB (P.J.S.C.), Teheran




										IRELAND					EUR					EUR					-					60					IE					All IE based reporting codes




										ISRAEL					ILS					EUR					EUR					90					ILABB					ABB Technologies Ltd., Tirat Carmel




										ITALY					EUR					EUR					-					60					IT					All IT based reporting codes




										JAPAN					JPY					JPY					-					90					JP					All JP based reporting codes




										JORDAN					JOD					USD					USD					60					JO					All DE based reporting codes




										KAZAKHSTAN					KZT					USD					USD					60					KZ					All KZ based reporting codes




										KENYA					USD					USD					USD					60					KEABB					ABB Limited, Nairobi




										KOREA, REPUBLIC OF					KRW					USD					USD					90					KRABB					ABB Ltd., Seoul




										KUWAIT					KWD					KWD					-					60					KWABB					ABB Engg. Technologies Co. (KSCC), Safat




										LATVIA					LVL					EUR					EUR					60					LVABB					ABB SIA, Riga




										LEBANON					USD					USD					USD					60					LBELE					ABB Electrical Co. S.A.L., Beirut




										LITHUANIA					LTL					EUR					EUR					60					LTABB					ABB UAB, Vilnius




										MALAYSIA					MYR					USD					USD					60					MY					All MY based reporting codes




										MAURITIUS					MUR					EUR					EUR					90					MUABB					Asea Brown Boveri Ltd., Port Louis




										MEXICO					MXN					USD					USD***					60					MX					All MX based reporting codes




																				*** valid for NAFTA only




										MOROCCO					MAD					EUR					EUR					90					MAABB					ABB S.A., Casablanca




										NAMIBIA					USD					USD					USD					60					NA					All NA based reporting codes




										NETHERLANDS					EUR					EUR					-					30					NLABB					ABB BV, Rotterdam




															EUR					EUR					-					30					NLATP					ABB Holdings BV, Amsterdam




															EUR					EUR					-					30					NLGAS					ABB Group Accounting Services B.V., Amstelveen




															USD					USD					-					30					NLCAL					ABB Capital, B.V., Amsterdam




															USD					USD					-					30					NLEVE					ABB Equity Ventures B.V., Amsterdam




															USD					USD					-					30					NLFIN					ABB Finance B.V., Amsterdam




															USD					USD					-					30					NLPRJ					ABB Equity Ventures Projects B.V., Amsterdam




										NEW CALEDONIA (FR)					AUD					AUD					-					75					NCABB					ABB SAS, New Caledonia




										NEW ZEALAND					NZD					NZD					-					75					NZ					All NZ based reporting codes




										NIGERIA					NGN					EUR					EUR					90					NG					All NG based reporting codes




										NORWAY					NOK					NOK					-					30					NO					All NO based reporting codes




										OMAN					OMR					USD					USD					60					OMABB					ABB LLC, Al Hamriya




										PAKISTAN					PKR					USD					USD					90					PK					All DE based reporting codes




										PANAMA					USD					USD					-					90					PAABB					ABB S.A., Panama




										PAPUA NEW GUINEA					AUD					AUD					-					75					PG					All PG based reporting codes




										PERU					PEN					USD					USD					90					PEABB					ABB S.A., Lima




										PHILIPPINES					PHP					USD					USD					90					PHABB					Asea Brown Boveri Inc., Paranaque, Metro Manila




										POLAND					EUR					EUR					-					60					PLENT					ABB Entrelec Sp. zo.o., Nova Wies Leborska




															PLN					PLN****					-					60					PLABB					ABB Sp. zo.o., Warsaw




																				**** to be reviewed in 2010




										PORTUGAL					EUR					EUR					-					90					PT					All PT based reporting codes




										QATAR					QAR					USD					USD					60					QAABB					ABB Qatar LLC., Doha




										ROMANIA					RON					EUR					EUR					90					RO					All RO based reporting codes




										RUSSIAN FEDERATION					RUB					EUR					EUR					90					RU					All RU based reporting codes




										SAUDI ARABIA					SAR					USD					USD					90					SA					All SA based reporting codes




										SENEGAL					XOF					EUR					EUR					90					SNHER					ABB Technologies S.A., Dakar




										SERBIA					EUR					EUR					EUR					60					RSABB					ABB d.o.o., Belgrade




										SINGAPORE					SGD					SGD					-					60					SG					All SG based reporting codes




										SLOVAKIA					SKK					EUR					EUR					60					SKABB					ABB, s.r.o., Bratislava




										SLOVENIA					EUR					EUR					-					60					SIABB					ABB D.o.o., Ljubljana




										SOUTH AFRICA					ZAR					ZAR					-					60					ZA					All ZA based reporting codes




										SPAIN					EUR					EUR					-					90					ES					All ES based reporting codes




										SWEDEN					SEK					SEK					-					30					SE					All SE based reporting codes




										SWITZERLAND					CHF					CHF					-					30					CH					All CH based reporting codes, incl. Swiss based holding companies




										TAIWAN, PROVINCE OF CHINA					TWD					USD					USD					120					TW					All TW based reporting codes




										TANZANIA, UNITED REPUBLIC					USD					USD					USD					90					TZABB					ABB Limited, Dar Es Salaam




										THAILAND					THB					USD					USD					75					TH					All TH based reporting codes




										TUNISIA					EUR					EUR					EUR					90					TN					All TN based reporting codes




										TURKEY					USD					EUR					EUR					60					TR					All TR based reporting codes




										UGANDA					USD					USD					USD					90					UGABB					ABB Ltd., Kampala




										UKRAINE					USD					EUR					EUR					90					UAABB					ABB Ltd., Kiev




										UNITED ARAB EMIRATES					AED					USD					USD					60					AEAUT					ABB Automation L.L.C., Abu Dhabi




															AED					USD					USD					90					AEFLC					ABB Industries FZ, Dubai




															AED					USD					USD					90					AEIND					ABB Industries (L.L.C.), Dubai




															AED					USD					USD					60					AETAD					ABB Transmission & Distribution Ltd., Abu Dhabi




															EUR					USD					USD					60					AEPSP					ABB Power Systems, Abu Dhabi Branch (non legal entity)




										UNITED KINGDOM					GBP					GBP					-					60					GB					All GB based reporting codes




										UNITED STATES					USD					USD					-					60					US					All US based reporting codes




										URUGUAY					UYU					USD					USD					120					UYABB					ABB S.A., Montevideo (ARABB branch office)




										VENEZUELA					VEF					USD					USD					180*****					VEABB					Asea Brown Boveri S.A., Caracas




																				***** due to CADIVI, reviewed regularly




										VIETNAM					VND					USD					USD					90					VNTRA					ABB Ltd., Hanoi




										ZAMBIA					USD					USD					USD					90					ZMPLS					ABB Ltd., Lusaka




										ZIMBABWE					USD					USD					USD					90					ZWPLS					ABB (Private) Ltd., Harare
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 






 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 6 of 19 
 






Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 
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1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable






4.0 Revision History
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						Approved By
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						Revision Notes











						1.0
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Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.







1.2 Objective(s)




The Group-internal payment conditions shall minimize the 



intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance











1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· 



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 












Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms































In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.











ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.3.1 General approach



Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.



As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.




Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.



2.3.2 Exceptions



2.3.2.1 Western Europe



In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.



2.3.2.2 Countries with major imports from overseas



GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.



2.3.2.3 Countries with currency restriction or special regulations



GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).



2.3.2.4 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 




In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.




2.3.2.5 BU Turbocharging



Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.




The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:




Europe: 30 days based on Incoterms CIP destination airport.




Overseas: 45 days based on Incoterms CIP destination airport.



2.4 Payment currency







GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.








2.4.1 







In case 



2.4.2 



2.4.2.1 







the local currency of the buyer).



2.4.2.2 Larger countries with currency restrictions



For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).




Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.




Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).




2.4.2.3 Large projects / Contractual relationship



For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor



2.4.2.4 



















2.4.2.5 



” arrangements



2.4.2.5.1 







2.4.2.5.2 







, i.e. purchase 



2.4.2.6 



· and sales are made in the same (foreign currency.



2.4.2.7 











2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews Appendix 1 and 2 on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 1




Country Overview
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Appendix 2




				Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements




Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.



ABBHO




ABBZH




CHAMS




CHGPL




CHOVM




CHRES




CHTET




GGEQU




GGESP




SETET




GTO (NLCAL, SGTRE, and USTCE)



Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP



ABB Division/BU License Fees
SETET
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Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium








Brazil








Canada




Chile




China








Columbia




Czech Republic




Denmark












Egypt




Estonia




Finland




France




Germany












Great Britain








				







Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan








Kuwait




Latvia




Lebanon







Luxembourg




Malaysia








Mexico




New Zealand




Netherlands























				







Philippines




Poland




Portugal












Russia




Saudi Arabia




Singapore




Slovakia








South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand








United Arab Emirate







United States of America




Venezuela















List of Countries/Groups participating in Domestic Netting




				







Belgium




China



























Germany












				Norway



Spain



Sweden



































				























Switzerland




United Kingdom



United States of America
















* operating outside the Country Holding structure
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure




ABB Group 
                                                                                                        Page 19 of 19













_1303028104.pdf








Country Overview red = currently again reviewed by Steering Committee





Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.





Country Reporting 
Currency





Group 
Internal 
Import 





Currency





Group 
Internal 
Export 





Currency





Group 
Internal 





Payment 
Terms





Reporting 
Code





Company Name





ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger





ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney





AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA





AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia





BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo





CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec





CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)





CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal





CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong





COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska





* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde





** 90 days for Group internal purchases
   related to Vestas





ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo





EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez





EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering





GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde





GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens





HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong





HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore





INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka





INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta





IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin





EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan





EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)





JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo





JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman





KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty





KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya





MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla





MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only





MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek





ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam





EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam





NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland





NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja





NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad





NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen





OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore





PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby





AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska





PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010





PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto





QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest





RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow





RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow





SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar





SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore





SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore





SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit





USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill





SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)
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SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna





SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)





TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei





TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok





THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok





TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis





TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul





UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi





AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)





UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)





URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas





VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare





***** due to CADIVI, reviewed regularly
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia










					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan















					120 days after receipt of goods or services















					Argentina





Venezuela









					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview 
 






1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 






1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 






1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 






1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 






2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-






group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 






currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 






the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 






transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 






for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  






 
2.3 Payment terms 
 






In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 






Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






2.5 ABB payment system 
 






All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 






 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 






dispute whenever they are not treated according to the Group instruction (by 
the other party). 






 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 






 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 






3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 






3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 






 
Not applicable 
 
4.0 Revision History 
 
 






Revision Approved By Date Revision Notes 
1.0 Group 






Directive 
Committee by 






circulation 






June 12, 
2007 






All changes are highlighted 
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Appendix 1 
 
 






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 






For sales to Payment term 
 






China (excl. Hong Kong) 
India 
Israel 
Korea 






Philippines 
Russia 






Saudi Arabia 
Venezuela 






 






 
 
 
 






90 days after receipt of goods or services 
 






 
Brazil 
Egypt 






Indonesia 
Taiwan 






 
 






 
120 days after receipt of goods or services 






 






 
Argentina 






 






 
180 days after receipt of goods or services 
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Appendix 2 






MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 






 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 






arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 






Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 






Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 






Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 






Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 






Special – operating outside country 
holding structures






Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 






PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 






Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  






 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 






invoice date and no later than at least 25 days prior to the due date of such invoice. 
 























Group Instruction Title: Group Internal Payment 
Conditions 






Group Instruction Number: GI/FT-01.09 
ABB 






Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 






 
ABB Group                                                                                                         Page 11 of 19 
 






 
3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 






ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 






 
• to receive payments from and to make payments to other Users 






• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 






 
 
3.4 The “Settlement Center” is responsible for: 
 






• facilitating the resolution of cross-border payment disputes between Users 






• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 






• administering a special dispute resolution database (the “Dispute Resolution 
System”). 






 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 






arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 






 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 






 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  






 
 
4.2 Fees






  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 






4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  






 
 
5. The Settlement Process 






(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 






 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 






a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 






amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 






 
e. If the Country Controllers resolve the dispute, they must document their agreement 






in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-






Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 






 
g. The Payee must prepare a short summary of his claim describing the facts relating to 






his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  






 
h. The Arbitration Panel will make a final and binding decision based on the above 






documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 






 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 






shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 






the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 






would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  






 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 






A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  






< 20,000 1,000  






20,001 to 500,000 1,000 5% over 20,000 






500,001 to 1,000000 25,000 3% over 500,000 






1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 






> 7,000,001 82,000  






The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 






Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 






• 






• 






• 






• 






The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 






Use of retaliatory or unjust invoicing. 






Unjust dispute flagging 






Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 






 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 






Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  






 
 
 
6. Set-Off 
 






The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  






 
 
 
7. Term Sheet 
 






A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 






LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 






Argentina 
Aruba 






Australia 
Austria 
Bahrain 
Belgium 
Brazil 






Canada 
Chile 
China 






Columbia 
Czech Republic 






Denmark 
Egypt 






Estonia 
Finland 
France 






Germany 
Great Britain 






 






Greece 
Hong Kong  






Hungary 
India 






Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 






Lebanon 
Luxembourg 






Malaysia 
Mexico 






New Zealand 
Netherlands 






Norway 
Peru  






Philippines 
Poland 






Portugal 
Russia 






Saudi Arabia 
Singapore 
Slovakia 






South Africa 
Spain 






Sweden 
Switzerland 






Taiwan 
Thailand 






United Arab Emirate 
United States of America 






Venezuela 






 
 






 






LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 






Czech Republic 
Denmark 






Financial Services* 
Finland 
France 






Germany 
Great Britain 






 






Holding Companies* 
Hong Kong  






Italy 
Japan 






Kent Group* 
 Lummus Global Group* 






New Zealand 
Netherlands 






Norway 
Poland 






Portugal 
Singapore 






Spain 
Sweden 






Switzerland 
United States of America 






Vetco Gray Group* 






* operating outside the Country Holding structure 






















_1257158530.doc




						





						Group Instruction Title:





						Group Internal Payment Conditions











						





						Group Instruction Number:





						GI/FT-01.09











						





						Group Instruction Owner:





						Head of GF-FT











						





						Related Group Directive(s)





						GD/FT-01











						





						Approved By:





						CEO











						





						Effective Date:





						November 19, 2007























1.0 Overview






1.1 Introduction






Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  





1.2 Objective(s)






The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 





1.3 Group directive cross-reference






GD/FT-01 Finance





1.4 Group instruction cross-reference






Not applicable






2.0  Group instruction requirements/content






2.1 Roles and responsibilities






· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.






· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 





· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.






· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.





2.2 General 






Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.






Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 






2.3 Payment terms





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.





Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.






In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.






GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 






ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.






ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.






ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.






2.4 Payment currency





Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.






GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






2.5 ABB payment system






All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 






GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.





2.6 Monitoring






· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).





· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.






· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.





3.0 Appendices and attachments






3.1 Corresponding authorization limits (where applicable)






See Group Authorization Regulations Number 2.10





3.2 Appendices






1.
Mandatory payment terms for cross-border sales






2.
Mandatory transaction currencies






3.
Payment of Group internal invoices






4.
List of countries participating in cross-border netting






3.3 Attachments






Not applicable






4.0 Revision History






						Revision





						Approved By





						Date





						Revision Notes











						1.0





						Group Directive Committee by circulation





						June 12, 2007





						All changes are highlighted











						





						





						





						











						





						





						





						

















Appendix 1






MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES






						For sales to





						Payment term











						China (excl. Hong Kong)






India






Israel






Korea






Philippines






Russia






Saudi Arabia


















						90 days after receipt of goods or services


















						Brazil






Egypt






Indonesia






Taiwan






Venezuela












						120 days after receipt of goods or services


















						Argentina












						180 days after receipt of goods or services
























Appendix 2






MANDATORY TRANSACTION CURRENCIES






For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.






For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.






The buyer can agree to exceptions





· In case the local currency of the buyer is not freely convertible






· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.






						Africa





Botswana
ZAR






Cameroon
EUR






Cote d’Ivoire
EUR






Lesotho
ZAR






Mali
EUR






Namibia
ZAR






Senegal
EUR






South Africa
ZAR












						Americas






Canada
CAD






Mexico
MXP


















						Asia & Australasia





Australia
AUD






Hong Kong
HKD






Indonesia
IDR






Japan
JPY






New Zealand
NZD






Papua, New Guinea
AUD






Singapore
SGD






Thailand
THB












						Eastern Europe





Bulgaria
EUR






Croatia
EUR






Czech Republic
CZK






Estonia
EUR






Hungary
EUR






Kazakhstan
EUR






Latvia
EUR






Lithuania
EUR






Poland
PLN





Romania
EUR






Russia
EUR






Slovakia
EUR






Slovenia
EUR






Ukraine
EUR






Uzbekistan
EUR






Yugoslavia
EUR


















						Middle & Near East





Saudi Arabia
SAR












						Western Europe & Scandinavia





Austria
EUR






Belgium
EUR






Denmark
DKK/EUR*






Finland
EUR






France
EUR






Germany
EUR






Greece
GRD/EUR*






Ireland
EUR






Italy
EUR






Luxembourg
EUR






Netherlands
EUR






Norway
NOK/EUR*






Portugal
EUR






Spain
EUR






Sweden
SEK/EUR*






Switzerland
CHF/EUR*






Turkey
TRL






United Kingdom
GBP/EUR*






* at Buyer’s choice











						

















						

















						Intra-Group Arrangements






Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:






ABB Trademark and other Fees
ABBZH






ABB Corporate R&D Charges
CHRES






ABB Division/BU License Fees
CHTET






ABB Division/BA Management Fees
CHAMS






ABB Group License and User Fees
CHGPL






ABB GD 1.5 Marketing Fees
CHOVM






MIP Charge-Outs
GBEQU






ESAP Charge-Outs
GBESP
























Appendix 3






PAYMENT OF GROUP INTERNAL INVOICES






1.
Background






This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).






2.
Application






This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 






3.
General Principles






3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 






3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.






3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:






· to receive payments from and to make payments to other Users






· to offset, where permitted by law, amounts payable against amounts receivable between Users.






3.4 The “Settlement Center” is responsible for:






· facilitating the resolution of cross-border payment disputes between Users






· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System






· administering a special dispute resolution database (the “Dispute Resolution System”).






3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.






4.
The Payment Process in the Payment System






4.1
Rules and Procedures







For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.







Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 






4.2
Fees





The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).






4.3
Prior Agreements







Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 






5. The Settlement Process





(See Section 5.3 below for special rules applying to domestic sales)






5.1 Description of the Process:






a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.






b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.





c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.






d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .






e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .






f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.






g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 






h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.






i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.






j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.






k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 






5.2
Other Amounts Payable






5.2.1 Handling Fees:






A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 






The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.






The handling fees have been fixed as follows (all amounts are in USD):






						Disputed amount





						Base handling fee





						Plus % of amount over












						< 20,000





						1,000





						











						20,001 to 500,000





						1,000





						5% over 20,000











						500,001 to 1,000000





						25,000





						3% over 500,000











						1,000,001 to 7,000,000





						40,000





						0.7% over 1,000,000











						> 7,000,001





						82,000





						

















The maximum fee is USD 82,000.






5.2.2 Additional Fees






Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.






In particular, the following actions are strictly forbidden:






· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.






· Use of retaliatory or unjust invoicing.






· Unjust dispute flagging






· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.






5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.





Instead the following rules apply for such sales:






Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.






On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 






Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 






6.
Set-Off






The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 






7.
Term Sheet






A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 






Appendix 4






List of Countries participating in Cross-Border Netting






						Argentina






Aruba






Australia






Austria






Bahrain






Belgium






Brazil






Canada






Chile






China






Columbia






Czech Republic






Denmark






Egypt






Estonia






Finland






France






Germany






Great Britain












						Greece






Hong Kong 






Hungary






India






Indonesia






Ireland






Israel






Italy






Japan






Jordan






Kuwait






Latvia






Lebanon






Luxembourg






Malaysia






Mexico






New Zealand






Netherlands





						Norway






Peru 






Philippines






Poland






Portugal






Russia






Saudi Arabia






Singapore






Slovakia






South Africa






Spain






Sweden






Switzerland






Taiwan






Thailand






United Arab Emirate






United States of America






Venezuela

















List of Countries/Groups participating in Domestic Netting






						Australia






Austria






Belgium






Canada






Czech Republic






Denmark






Financial Services*






Finland






France






Germany






Great Britain












						Holding Companies*






Hong Kong 






Italy






Japan






Kent Group*






 Lummus Global Group*






New Zealand






Netherlands





						Norway






Poland






Portugal






Singapore






Spain






Sweden






Switzerland






United States of America






Vetco Gray Group*

















* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia








				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan












				120 days after receipt of goods or services












				Argentina




Venezuela







				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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1.0 Overview 
 





1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 





1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 





1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 





1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 





2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-





group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 





currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 





the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 





transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 





for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  





 
2.3 Payment terms 
 





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 





Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





2.5 ABB payment system 
 





All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 





 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 





dispute whenever they are not treated according to the Group instruction (by 
the other party). 





 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 





 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 





3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 





3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 





 
Not applicable 
 
4.0 Revision History 
 
 





Revision Approved By Date Revision Notes 
1.0 Group 





Directive 
Committee by 





circulation 





June 12, 
2007 





All changes are highlighted 
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Appendix 1 
 
 





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 





For sales to Payment term 
 





China (excl. Hong Kong) 
India 
Israel 
Korea 





Philippines 
Russia 





Saudi Arabia 
Venezuela 





 





 
 
 
 





90 days after receipt of goods or services 
 





 
Brazil 
Egypt 





Indonesia 
Taiwan 





 
 





 
120 days after receipt of goods or services 





 





 
Argentina 





 





 
180 days after receipt of goods or services 





 
 



















Group Instruction Title: Group Internal Payment 
Conditions 





Group Instruction Number: GI/FT-01.09 
ABB 





Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 





 
ABB Group                                                                                                         Page 6 of 19 
 





Appendix 2 





MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 





Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 





Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 





Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 





Special – operating outside country 
holding structures





Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 





PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 





Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  





 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 





invoice date and no later than at least 25 days prior to the due date of such invoice. 
 



















Group Instruction Title: Group Internal Payment 
Conditions 





Group Instruction Number: GI/FT-01.09 
ABB 





Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 





 
ABB Group                                                                                                         Page 11 of 19 
 





 
3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 





ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 





 
• to receive payments from and to make payments to other Users 





• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 





 
 
3.4 The “Settlement Center” is responsible for: 
 





• facilitating the resolution of cross-border payment disputes between Users 





• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 





• administering a special dispute resolution database (the “Dispute Resolution 
System”). 





 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 





arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 





 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 





 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  





 
 
4.2 Fees





  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 





4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  





 
 
5. The Settlement Process 





(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 





 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 





a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 





amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 





 
e. If the Country Controllers resolve the dispute, they must document their agreement 





in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-





Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 





 
g. The Payee must prepare a short summary of his claim describing the facts relating to 





his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  





 
h. The Arbitration Panel will make a final and binding decision based on the above 





documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 





 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 





shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 





the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 





would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  





 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 





A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  





< 20,000 1,000  





20,001 to 500,000 1,000 5% over 20,000 





500,001 to 1,000000 25,000 3% over 500,000 





1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 





> 7,000,001 82,000  





The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 





Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 





• 





• 





• 





• 





The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 





Use of retaliatory or unjust invoicing. 





Unjust dispute flagging 





Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 





 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 





Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  





 
 
 
6. Set-Off 
 





The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  





 
 
 
7. Term Sheet 
 





A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 





LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 





Argentina 
Aruba 





Australia 
Austria 
Bahrain 
Belgium 
Brazil 





Canada 
Chile 
China 





Columbia 
Czech Republic 





Denmark 
Egypt 





Estonia 
Finland 
France 





Germany 
Great Britain 





 





Greece 
Hong Kong  





Hungary 
India 





Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 





Lebanon 
Luxembourg 





Malaysia 
Mexico 





New Zealand 
Netherlands 





Norway 
Peru  





Philippines 
Poland 





Portugal 
Russia 





Saudi Arabia 
Singapore 
Slovakia 





South Africa 
Spain 





Sweden 
Switzerland 





Taiwan 
Thailand 





United Arab Emirate 
United States of America 





Venezuela 





 
 





 





LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 





Czech Republic 
Denmark 





Financial Services* 
Finland 
France 





Germany 
Great Britain 





 





Holding Companies* 
Hong Kong  





Italy 
Japan 





Kent Group* 
 Lummus Global Group* 





New Zealand 
Netherlands 





Norway 
Poland 





Portugal 
Singapore 





Spain 
Sweden 





Switzerland 
United States of America 





Vetco Gray Group* 





* operating outside the Country Holding structure 
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable





4.0 Revision History
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					Date




					Revision Notes
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					Group Directive Committee by circulation
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services




















Appendix 2





MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP




















Appendix 3





PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview



1.1 Introduction



Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  


1.2 Objective(s)



The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 


1.3 Group directive cross-reference



GD/FT-01 Finance


1.4 Group instruction cross-reference



Not applicable



2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 


· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 



2.3 Payment terms


In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.


Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.



In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.



GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 



ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.4 Payment currency


Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.



GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.



The buyer can agree to exceptions


· In case the local currency of the buyer is not freely convertible



· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.



2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).


· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.



· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulations Number 2.10


3.2 Appendices



1.
Mandatory payment terms for cross-border sales



2.
Mandatory transaction currencies



3.
Payment of Group internal invoices



4.
List of countries participating in cross-border netting



3.3 Attachments



Not applicable



4.0 Revision History



			Revision


			Approved By


			Date


			Revision Notes





			1.0


			Group Directive Committee by circulation


			June 12, 2007


			All changes are highlighted





			


			


			


			





			


			


			


			








Appendix 1



MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES



			For sales to


			Payment term





			China (excl. Hong Kong)



India



Israel



Korea



Philippines



Russia



Saudi Arabia









			90 days after receipt of goods or services









			Brazil



Egypt



Indonesia



Taiwan



Venezuela






			120 days after receipt of goods or services









			Argentina






			180 days after receipt of goods or services












Appendix 2



MANDATORY TRANSACTION CURRENCIES



For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.



For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.



The buyer can agree to exceptions


· In case the local currency of the buyer is not freely convertible



· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.



			Africa


Botswana
ZAR



Cameroon
EUR



Cote d’Ivoire
EUR



Lesotho
ZAR



Mali
EUR



Namibia
ZAR



Senegal
EUR



South Africa
ZAR






			Americas



Canada
CAD



Mexico
MXP









			Asia & Australasia


Australia
AUD



Hong Kong
HKD



Indonesia
IDR



Japan
JPY



New Zealand
NZD



Papua, New Guinea
AUD



Singapore
SGD



Thailand
THB






			Eastern Europe


Bulgaria
EUR



Croatia
EUR



Czech Republic
CZK



Estonia
EUR



Hungary
EUR



Kazakhstan
EUR



Latvia
EUR



Lithuania
EUR



Poland
PLN


Romania
EUR



Russia
EUR



Slovakia
EUR



Slovenia
EUR



Ukraine
EUR



Uzbekistan
EUR



Yugoslavia
EUR









			Middle & Near East


Saudi Arabia
SAR






			Western Europe & Scandinavia


Austria
EUR



Belgium
EUR



Denmark
DKK/EUR*



Finland
EUR



France
EUR



Germany
EUR



Greece
GRD/EUR*



Ireland
EUR



Italy
EUR



Luxembourg
EUR



Netherlands
EUR



Norway
NOK/EUR*



Portugal
EUR



Spain
EUR



Sweden
SEK/EUR*



Switzerland
CHF/EUR*



Turkey
TRL



United Kingdom
GBP/EUR*



* at Buyer’s choice





			








			








			Intra-Group Arrangements



Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GBEQU



ESAP Charge-Outs
GBESP












Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium



Brazil



Canada



Chile



China



Columbia



Czech Republic



Denmark



Egypt



Estonia



Finland



France



Germany



Great Britain






			Greece



Hong Kong 



Hungary



India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Kuwait



Latvia



Lebanon



Luxembourg



Malaysia



Mexico



New Zealand



Netherlands


			Norway



Peru 



Philippines



Poland



Portugal



Russia



Saudi Arabia



Singapore



Slovakia



South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand



United Arab Emirate



United States of America



Venezuela








List of Countries/Groups participating in Domestic Netting



			Australia



Austria



Belgium



Canada



Czech Republic



Denmark



Financial Services*



Finland



France



Germany



Great Britain






			Holding Companies*



Hong Kong 



Italy



Japan



Kent Group*



 Lummus Global Group*



New Zealand



Netherlands


			Norway



Poland



Portugal



Singapore



Spain



Sweden



Switzerland



United States of America



Vetco Gray Group*








* operating outside the Country Holding structure
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1.0 Overview



1.1 Introduction



The Group Internal Payment Conditions outline the intra-group payment and settlement procedures.





1.2 Objective(s)



The Group-internal payment conditions shall minimize the 


intra-group payment and settlement procedures. This policy is applicable to all country/company CFOs, country/company treasury and finance personnel. 


1.3 Group directive cross-reference



GD/FT-01 Finance








1.4 Group instruction cross-reference



Not applicable



2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 


· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.



· 


· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 









Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 



2.3 Payment terms























In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.


Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.








ABB companies are allowed to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.3.1 General approach


Intra-group deliveries are to be settled 60 days after invoice date, latest at the next following CIT settlement date.


As regulated under 2.2, payment terms must give due dates in accordance with the netting schedule and must fall due on a CIT settlement day. If such due date is not a CIT settlement date, payment shall be executed at the next CIT settlement date.



Aligning the payment terms with the terms specified in this directive may have a negative impact on the working capital of the seller. However, as increased prices can put our competitiveness at risk, all price increases due to extended payment terms have to be approved by the Global Business Unit and GF-FT.


2.3.2 Exceptions


2.3.2.1 Western Europe


In Western Europe, intra-group deliveries must be settled 30 days after invoice date, latest at the next following CIT settlement date, unless specified otherwise in Appendix 1.


2.3.2.2 Countries with major imports from overseas


GF-FT will set longer payment terms on a case by case basis, based on requests from Country CFO and Global Business Units.


2.3.2.3 Countries with currency restriction or special regulations


GF-FT will set longer payment terms, especially for countries without access to GTO, where financing of working capital has to be organized locally (avoiding expensive financing).


2.3.2.4 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment terms. 



In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor or consortium agreement, the agreed payment terms with the end customer shall also be applied between the involved ABB Group companies.



2.3.2.5 BU Turbocharging


Due to the specific business requirements, GF-FT has approved that BU Turbocharging is allowed to continue with their existing BU internal standard payment conditions.



The BU Turbocharging standard worldwide payment terms are part of the business model. The transfer price concept ensures that all Local Business Units (LBU’s) are treated in the same way. As a consequence, payment terms are standardized, which in addition supports that shorter payment terms are passed on to customers (also to OEM customers). Payment terms generally applied for intra-group transactions of BU Turbocharging are as follows:



Europe: 30 days based on Incoterms CIP destination airport.



Overseas: 45 days based on Incoterms CIP destination airport.


2.4 Payment currency





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.






2.4.1 





In case 


2.4.2 


2.4.2.1 





the local currency of the buyer).


2.4.2.2 Larger countries with currency restrictions


For larger countries with currency restrictions, i.e. China and India, the Group-internal payment currency shall be USD and EUR (both currencies).



Both parties together (ABB buyer and ABB seller) shall decide which of the two currencies to use. It shall be avoided that both parties need to enter into a hedging transaction, unless this has a negative effect for the ABB Group,.



Therefore, all these countries are allowed to use the same currencies for all their Group-internal exports (instead of the local currency of the buyer).



2.4.2.3 Large projects / Contractual relationship


For large projects, the ABB Risk Review Committee may review and define the Group-internal payment currency.


In case of a specific seller-buyer contractual relationship, such as contractor/sub-contractor


2.4.2.4 














2.4.2.5 


” arrangements


2.4.2.5.1 





2.4.2.5.2 





, i.e. purchase 


2.4.2.6 


· and sales are made in the same (foreign currency.


2.4.2.7 








2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).


· The CFO reviews Appendix 1 and 2 on a yearly basis.



· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulations Number 2.10


3.2 Appendices



1.
Mandatory payment terms for cross-border sales



2.
Mandatory transaction currencies



3.
Payment of Group internal invoices



4.
List of countries participating in cross-border netting



3.3 Attachments



Not applicable



4.0 Revision History
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Appendix 1



Country Overview
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Appendix 2



			Payment conditions Group Holding Companies, GTO and Intra-Group Arrangements



Payment conditions for ABB Group Holding Companies and GTO (listed below) are to be determined at the discretion of such company.


ABBHO



ABBZH



CHAMS



CHGPL



CHOVM



CHRES



CHTET



GGEQU



GGESP



SETET



GTO (NLCAL, SGTRE, and USTCE)


Payment conditions for Intra-Group Arrangements are defined by the invoicing company and reviewed annually by GF-FT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET


ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GBEQU



ESAP Charge-Outs
GBESP


ABB Division/BU License Fees
SETET
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Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).


4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium






Brazil






Canada



Chile



China






Columbia



Czech Republic



Denmark









Egypt



Estonia



Finland



France



Germany









Great Britain






			





Hungary



India



Indonesia



Ireland



Israel



Italy



Japan



Jordan






Kuwait



Latvia



Lebanon





Luxembourg



Malaysia






Mexico



New Zealand



Netherlands

















			





Philippines



Poland



Portugal









Russia



Saudi Arabia



Singapore



Slovakia






South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand






United Arab Emirate





United States of America



Venezuela











List of Countries/Groups participating in Domestic Netting



			





Belgium



China




















Germany









			Norway


Spain


Sweden


























			

















Switzerland



United Kingdom


United States of America












* operating outside the Country Holding structure
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History




				Revision



				Approved By



				Date



				Revision Notes







				1.0



				Group Directive Committee by circulation



				June 12, 2007



				All changes are highlighted







				



				



				



				







				



				



				



				











Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia












				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan




Venezuela








				120 days after receipt of goods or services












				Argentina








				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure



ABB Group 
                                                                                                        Page 19 of 19










_1303028104.pdf






Country Overview red = currently again reviewed by Steering Committee




Group-internal payment terms are defined on the basis of the most common Group-internal import flow of the ABB buyer.
In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different transportation time.
Group-internal payment terms are defined on the basis of land or ship transportation.
In case of air transportation, payment terms shall be reduced accordingly, at a minimum by 30 days.




Country Reporting 
Currency




Group 
Internal 
Import 




Currency




Group 
Internal 
Export 




Currency




Group 
Internal 




Payment 
Terms




Reporting 
Code




Company Name




ALGERIA DZD USD USD 60 DZESC ABB Power Technologies SpA, Hydra
DZD USD USD 60 DZSAR SARPI - Société Algérienne pour la réalisation de projets industriels, Alger




ANGOLA USD USD USD 60 AOABB ABB Electrica SGPS, Lda., Luanda
ARGENTINA ARS USD USD 120 ARABB ABB S.A., Buenos Aires
AUSTRALIA AUD AUD - 75 AUABB ABB Australia Pty Limited, Sydney




AUD AUD - 75 AUALL Allco Pty Limited, Tomago, NSW
AUD AUD - 75 AUBAL Babcock Australia Pty Limited, Sydney, NSW
AUD AUD - 75 AUELE ABB Service Pty Ltd., Sydney, NSW
AUD AUD - 75 AUEPG ABB EPT Management Pty Limited, Sydney NSW
AUD AUD - 75 AUGIM ABB Group Investment Management Pty. Ltd., Sydney
AUD AUD - 75 AUHOL ABB Group Holdings Pty. Ltd., Sydney
AUD AUD - 75 AUINY ABB Industry Pty Ltd., Regents Park, NSW
AUD AUD - 75 AUJWG ABB Administrative Services Pty. Ltd., Regents Park, NSW
AUD AUD - 75 AULLP ABB Group Investment LLP, Sydney
AUD AUD - 75 AUMIE Mitchell Engineering Pty Limited, Wacol, QLD
AUD AUD - 75 AUMST ABB Mineral Slurry Transportation Pty Ltd, Sydney, NSW
AUD AUD - 75 AUTIL ABB Transmission & Distribution Pty Limited, Moorebank NSW
AUD AUD - 75 AUTWR Westralian Transformers Pty Ltd., Osborne Park, WA




AUSTRIA EUR EUR - 60 ATABB ABB AG, Vienna
AZERBAIJAN AZN USD USD 60 AZABB ABB Azerbaijan LLC, Baku
BAHRAIN BHD USD USD 60 BHARE ABB Technologies W.L.L., Bahrain
BELGIUM EUR EUR - 30 BEABB ABB N.V., Zaventem
BOLIVIA USD USD USD 90 BOABB Asea Brown Boveri Ltda., La Paz
BOTSWANA USD USD USD 60 BWABB ABB (Pty) Ltd., Gaborone
BRAZIL BRL USD USD 90 BRABB ABB Ltda., Osasco
BULGARIA BGN EUR EUR 60 BGABB ABB Bulgaria EOOD, Sofia




BGN EUR EUR 60 BGAUT ABB Automation EOOD, Sofia
BGN EUR EUR 60 BGAVA ABB Avangard AD, Sevlievo




CAMEROON XAF EUR EUR 90 CMABB Asea Brown Boveri S.A., Douala
CANADA CAD CAD - 60 CAABB ABB Inc., St. Laurent, Quebec




CAD CAD - 60 CABOM ABB Bomem Inc., Quebec
CAD CAD - 60 CAINV ABB Canada Investment Inc., Saint-Laurent, QC
CAD CAD - 60 CATQU ABB PTTR Quebec, CA (non legal entity)
CAD CAD - 60 CATVA ABB PTTR Varennes, CA (non legal entity)




CHILE CLP USD USD 90 CLABB ABB S.A., Santiago
CLP USD USD 90 CLCMS CMS Tecnologia S.A.,, San Francisco de Mostazal




CHINA CNY USD, EUR USD, EUR 90 CNABB ABB (China) Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNAUS ABB Engineering (Shanghai) Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNBBC ABB Bailey Beijing Controls Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNCTC ABB Chongqing Transformer Company Ltd., Chongqing City
CNY USD, EUR USD, EUR 90 CNDAT ABB DATONG Traction Transformers Co., Ltd, Shanxi
CNY USD, EUR USD, EUR 90 CNDMX ABB Xiamen Switchgear Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNEMS ABB Electrical Machines Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNENG ABB (China) Engineering Co. Ltd. Xiamen
CNY USD, EUR USD, EUR 90 CNGEN ABB Tellhow Generators Ltd., Jiangxi
CNY USD, EUR USD, EUR 90 CNHHS ABB Huadian High Voltage Switchgear (Xiamen) Company Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNIAB ABB Beijing Drive Systems Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNIIB ABB LV Installation Materials Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNILG ABB Xinhui Low Voltage Switchgear Co. Ltd., Xinhui (Guangdong)
CNY USD, EUR USD, EUR 90 CNILX ABB Xiamen Low Voltage Equipment Co. Ltd., Xiamen
CNY USD, EUR USD, EUR 90 CNMOT ABB Shanghai Motors Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTDS ABB Shanghai Transformer Co. Ltd., Shanghai
CNY USD, EUR USD, EUR 90 CNTHB ABB High Voltage Switchgear Co. Ltd., Beijing
CNY USD, EUR USD, EUR 90 CNTPH ABB Hefei Transformer Co. Ltd., Hefei
CNY USD, EUR USD, EUR 90 CNTUS ABB Jiangjin Turbo Systems Company Limited, Chongqing
CNY USD, EUR USD, EUR 90 CNTXC ABB Xi'an Power Capacitor Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNXDR ABB Transmission & Distribuition Automation Equipment (Xiamen) Co. Ltd., Fujian
CNY USD, EUR USD, EUR 90 CNXEC ABB Xiamen Electrical Controlgear Co. Ltd., Fujian Province
CNY USD, EUR USD, EUR 90 CNXPR ABB Xi'an High Power Rectifier Company Limited, Xi'an
CNY USD, EUR USD, EUR 90 CNZTC ABB Zhongshan Transformer Company Ltd., Zhongshan City
HKD USD, EUR USD, EUR 90 CNAUT ABB Automation Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNHOL ABB Holding Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 CNTAD ABB Transmission and Distribution Ltd., Hong Kong




COLOMBIA COP USD USD 90 COABB Asea Brown Boveri Ltda., Bogotá
COTE D'IVOIRE XOF EUR EUR 90 CIABB ABB Technology SA, Abidjan
CROATIA HRK EUR EUR 60 HRABB ABB Ltd., Zagreb
CZECH REPUBLIC CZK EUR* - 60 CZABB ABB s.r.o., Sokolovska




* CZK for Research Centers
DENMARK DKK DKK - 30** DKABB ABB A/S, Skovlunde




** 90 days for Group internal purchases
   related to Vestas




ECUADOR USD USD USD 90 ECABB ABB Ecuador S.A., Quito
EGYPT EGP USD USD 90 EGABB Asea Brown Boveri S.A.E., Cairo




EGP USD USD 90 EGACC ABB Arab Contractors for Construction, Heliopolis
EGP USD USD 90 EGARC ABB Arab S.A.E., Cairo
EGP USD USD 90 EGAUT ABB Power Systems and Automation Technology S.A.E, Cairo
EGP USD USD 90 EGMPL ABB Metals & Plastics Manufact. Co. SAE, 10th of Ramadan City
EGP USD USD 90 EGPET ABB Petroleum Technology, Cairo
EGP USD USD 90 EGTRA ABB Transformers S.A.E., El-Nozha El-Gedida
USD USD USD 90 EGTCH ABB Turbochargers S.A.E., Suez




EL SALVADOR USD USD USD 90 SVABB ABB S.A. de CV, San Salvador
ESTONIA EEK EUR EUR 60 EEABB ABB AS, Tallinn
FINLAND EUR EUR - 30 FIABB ABB Oy, Helsinki
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FRANCE EUR EUR - 60 FRABB ABB S.A., Rueil-Malmaison
EUR EUR - 60 FRDIF ABB France, Automation products/Domestic Sales, Montluel (non legal entity)
EUR EUR - 60 FREEB L'Ebenoid, Villeurbanne
EUR EUR - 60 FRENE Entrelec Développement SAS, Rueil Malmaison
EUR EUR - 60 FRFRA ABB France SAS, Rueil Malmaison cedex
EUR EUR - 60 FRSJF Striebel & John S.A.R.L., Fellering




GERMANY EUR EUR - 30 DEAAC ABB Automatisierungsanlagen Cottbus GmbH, Cottbus
EUR EUR - 30 DEAAT ABB Airport Technologies GmbH, Mannheim
EUR EUR - 30 DEABB ABB AG, Mannheim
EUR EUR - 30 DEAEN Aenea Flugfeldsysteme GmbH i.L., Mannheim
EUR EUR - 30 DEAPR ABB Automation Products GmbH, Ladenburg
EUR EUR - 30 DEASJ ABB Stotz-Kontakt/Striebel & John Vertriebs-GmbH, Heidelberg
EUR EUR - 30 DEATC ABB Training Center GmbH & Co. KG, Mannheim
EUR EUR - 30 DEATG ABB Automation GmbH, Mannheim
EUR EUR - 30 DEAUT ABB Beteiligungsgesellschaft mbH, Mannheim
EUR EUR - 30 DEBBR ABB Beteiligungs-Management GmbH, Mannheim
EUR EUR - 30 DEBIS ABB Business Services GmbH, Heidelberg
EUR EUR - 30 DEBJE Busch-Jaeger Elektro GmbH, Mannheim/Lüdenscheid
EUR EUR - 30 DEBPM ABB Bauprojektmanagement GmbH, Mannheim
EUR EUR - 30 DEBUV ABB Beteiligungs- und Verwaltungsges. mbH, Mannheim
EUR EUR - 30 DECHS ABB Calor Emag Hochspannung, Hanau (non legal entity)
EUR EUR - 30 DECMS ABB Calor Emag Mittelspannung, Ratingen (non legal entity)
EUR EUR - 30 DECRC Corporate Research Center, Germany (non legal entity)
EUR EUR - 30 DEEMA Elemag Elektrizitätsgesellschaft mbH i.L., Mannheim
EUR EUR - 30 DEGCO ABB Grundbesitz GmbH, Ladenburg
EUR EUR - 30 DEGRB ABB Grundbesitz Berlin GmbH & Co. Objekte Berlin OHG, Ladenburg
EUR EUR - 30 DEHBG Hartmann & Braun Grundstücksverwaltungs GmbH, Mannheim
EUR EUR - 30 DEJLP JLEC Power Ventures GmbH, Mannheim
EUR EUR - 30 DEKVV Komposit-Risikoberatungs- und Versicherungsvermittlungs-GmbH, Ladenburg
EUR EUR - 30 DELCE ABB Logistics Center Europe GmbH, Menden
EUR EUR - 30 DELOC Local Consolidation Entries (Germany)
EUR EUR - 30 DENVE ABB New Ventures GmbH, Ratingen
EUR EUR - 30 DEPAT ABB Patent GmbH, Mannheim
EUR EUR - 30 DEPUC Pucaro Elektro-Isolierstoffe GmbH, Roigheim
EUR EUR - 30 DESEB ABB Service GmbH Bobingen, Bobingen
EUR EUR - 30 DESKY Skyva International GmbH, Ladenburg
EUR EUR - 30 DESTO ABB Stotz-Kontakt GmbH, Heidelberg
EUR EUR - 30 DESUJ Striebel & John GmbH & Co. KG, Sasbach-Obersasbach
EUR EUR - 30 DESVG Striebel Vermögensverwaltungs-GmbH, Sasbach-Obersasbach
EUR EUR - 30 DETCG ABB Treasury Center Germany, Mannheim (non legal entity)
EUR EUR - 30 DETFO ABB Transformatoren, Bad Honnef (non legal entity)
EUR EUR - 30 DEUTS ABB Utility Systems, Mannheim (non legal entity)
EUR EUR - 30 DEWIB ABB Wirtschaftsbetriebe GmbH, Mannheim
EUR EUR - 30 DEWKF WKF Wärmekontor Fürstenwalde GmbH, Fürstenwalde




GREECE EUR EUR - 90 GRABB Asea Brown Boveri S.A., Metamorphossis Attica
EUR EUR - 90 GRAIS AIAS S.p.A., Athens
EUR EUR - 90 GRSAE SAE Hellas A.E., Società Anonima Tecnica Elettrificazione, Athens




HONG KONG HKD USD, EUR USD, EUR 90 HKABB ABB (Hong Kong) Ltd., Hong Kong
HKD USD, EUR USD, EUR 90 HKMCB Industrial and Building Systems (H.K.) Limited, Hong Kong
HKD USD, EUR USD, EUR 90 HKTUS ABB Turbo Systems (Hong Kong) Limited
USD USD, EUR USD, EUR 90 HKAPS ABB Asia Pacific Services Ltd., Hong Kong




HUNGARY HUF EUR EUR 60 HUABB ABB Engineering Trading and Service Ltd., Budapest
INDIA INR USD, EUR USD, EUR 120 INABB ABB Limited, Bangalore




INR USD, EUR USD, EUR 120 INCRC ABB Global Industries and Services Limited, Bangalore
INR USD, EUR USD, EUR 120 INHOL ABB Holdings (South Asia) Ltd., Bangalore
INR USD, EUR USD, EUR 120 INRBL Raman Boards Limited, Karnataka




INDONESIA IDR USD USD 90 IDEBA PT ABB Bailey, Jakarta
IDR USD USD 90 IDIIB PT ABB Batam, Batam
IDR USD USD 90 IDIIM PT ABB Installation Materials, Jakarta
IDR USD USD 90 IDVIM PT Dharma Sadhana, Jakarta
USD USD USD 90 IDIND PT ABB Sakti Industri, Jakarta
USD USD USD 90 IDMGT PT ABB Jasa Indonesia, Jakarta
USD USD USD 90 IDTAD PT ABB Transmission and Distribution, Jakarta




IRAN, ISLAMIC REPUBLIC OF IRR EUR EUR 60 IRABB ABB (P.J.S.C.), Teheran
IRELAND EUR EUR - 60 IEABB ABB Ltd, Dublin




EUR EUR - 60 IEHOL ABB Holdings Ireland Ltd., Dublin
ISRAEL ILS EUR EUR 90 ILABB ABB Technologies Ltd., Tirat Carmel
ITALY EUR EUR - 60 ITABB ABB S.p.A., Milan




EUR EUR - 60 ITADD ABB Power Products & Power Systems, Milano (non legal entity)
EUR EUR - 60 ITAGI ABB SACE Division, Sesto S. Giovanni (non legal entity)
EUR EUR - 60 ITARD ABB Environmental Service Srl., Milan
EUR EUR - 60 ITCAP ABB Corporate Administration & Properties S.p.A., Milan
EUR EUR - 60 ITEST ABB Estense Service S.p.A., Ferrara
EUR EUR - 60 ITKET ABB Instrumentation S.p.A., Milan
EUR EUR - 60 ITNIE ABB Trasmissione & Distribuzione S.p.A., in liquidazione Milan
EUR EUR - 60 ITPRE PR.ENER.CA Ceresio S.r.l., Milan
EUR EUR - 60 ITSFE Consorzio Safe Energy, Sesto San Giovanni (MI)
EUR EUR - 60 ITSOI ABB Process Automation & Robotics Division, Milan (non legal entity)
EUR EUR - 60 ITTES ABB Power Systems Division, Milan (non legal entity)




JAPAN JPY JPY - 60 JPABB ABB K.K., Tokyo
JPY JPY - 60 JPBAI Bailey Japan Co. Ltd., Shizuoka-Ken
JPY JPY - 60 JPTUS Turbo Systems United Co. Ltd., Tokyo




JORDAN JOD USD USD 60 JOABB ABB Ltd. Jordan, Amman
JOD USD USD 60 JONEA ABB Near East Trading Ltd., Amman




KAZAKHSTAN KZT USD USD 60 KZABB ABB LLP., Almaty
KZT USD USD 60 KZEIP Energoinvestprojekt JV LLP, Almaty
KZT USD USD 60 KZERI CJSC Energia Kazakh Scientific Research Institute of Energy, Almaty




KENYA USD USD USD 60 KEABB ABB Limited, Nairobi
KOREA, REPUBLIC OF KRW USD USD 90 KRABB ABB Ltd., Seoul
KUWAIT KWD KWD - 60 KWABB ABB Engg. Technologies Co. (KSCC), Safat
LATVIA LVL EUR EUR 60 LVABB ABB SIA, Riga
LEBANON USD USD USD 60 LBELE ABB Electrical Co. S.A.L., Beirut
LITHUANIA LTL EUR EUR 60 LTABB ABB UAB, Vilnius
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MALAYSIA MYR USD USD 60 MYABB ABB Holdings Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYCON ABB Contracting Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYICO ABB Industrial Contracting Sdn. BHd., Subang Jaya
MYR USD USD 60 MYIND ABB Industrial and Building Syst. Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYMAS ABB Malaysia Sdn Bhd, Subang Jaya
MYR USD USD 60 MYMFG ABB Manufacturing Sdn. Bhd., Subang Jaya
MYR USD USD 60 MYTAD ABB Transmission and Distribution Sdn. Bhd., Subang Jaya




MAURITIUS MUR EUR EUR 90 MUABB Asea Brown Boveri Ltd., Port Louis
MEXICO MXN USD USD*** 60 MXABB Asea Brown Boveri S.A. de C.V., Tlalnepantla




MXN USD USD*** 60 MXSIS ABB Mexico S.A. de C.V., Tlalnepantla
*** valid for NAFTA only




MOROCCO MAD EUR EUR 90 MAABB ABB S.A., Casablanca
NAMIBIA USD USD USD 60 NAABB Asea Brown Boveri (Pty) Ltd., Windhoek




ZAR USD USD 60 NANTL ABB Namibia Transmission Lines (Pty.) Ltd., Windhoek
NETHERLANDS EUR EUR - 30 NLABB ABB BV, Rotterdam




EUR EUR - 30 NLATP ABB Holdings BV, Amsterdam
EUR EUR - 30 NLGAS ABB Group Accounting Services B.V., Amstelveen
USD USD - 30 NLCAL ABB Capital, B.V., Amsterdam
USD USD - 30 NLEVE ABB Equity Ventures B.V., Amsterdam
USD USD - 30 NLFIN ABB Finance B.V., Amsterdam
USD USD - 30 NLPRJ ABB Equity Ventures Projects B.V., Amsterdam




NEW CALEDONIA (FR) AUD AUD - 75 NCABB ABB SAS, New Caledonia
NEW ZEALAND NZD NZD - 75 NZABB ABB Limited, Auckland




NZD NZD - 75 NZMSL ABB Maintenance Services Limited, Auckland
NIGERIA NGN EUR EUR 90 NGBBN ABBNG Limited, Abuja




NGN EUR EUR 90 NGVGI Vetco Gray Nigeria Limited, Port Harcourt
NORWAY NOK NOK - 30 NOAAS ABB AS, Billingstad




NOK NOK - 30 NOABB ABB Holding AS, Billingstad
NOK NOK - 30 NOATD ABB AT Division, Skien (non legal entity)
NOK NOK - 30 NOATM ABB ATMA Robotics, Bryne (non legal entity)
NOK NOK - 30 NOEAS EIE 1 AS
NOK NOK - 30 NOEIA EIE 2 AS, Billingstad
NOK NOK - 30 NOPTD ABB PT Division, Skien (non legal entity)
NOK NOK - 30 NOTUS ABB ATPA Turbo, Olso (non legal entity)
NOK NOK - 30 NOTXP ABB Telexp AS, Bergen




OMAN OMR USD USD 60 OMABB ABB LLC, Al Hamriya
PAKISTAN PKR USD USD 90 PKABB ABB (Pvt) Ltd., Lahore




PKR USD USD 90 PKDES ABB Descon Manufacturing (PVT) Ltd., Lahore
PANAMA USD USD - 90 PAABB ABB S.A., Panama
PAPUA NEW GUINEA AUD AUD - 75 PGGEC General Construction (New Guinea) Ltd., Port Moresby




AUD AUD - 75 PGJWP ABB James Watt (PNG) Limited, Regents Park, NSW
PERU PEN USD USD 90 PEABB ABB S.A., Lima
PHILIPPINES PHP USD USD 90 PHABB Asea Brown Boveri Inc., Paranaque, Metro Manila
POLAND EUR EUR - 60 PLENT Entrelec Polzka Sp. zo.o., Leborska




PLN PLN**** - 60 PLABB ABB Sp. zo.o., Warsaw
**** to be reviewed in 2010




PORTUGAL EUR EUR - 90 PTABB ABB (Asea Brown Boveri), S.A., Paco de Arcos
EUR EUR - 90 PTBBC BBC Brown Boveri, Lda., Porto
EUR EUR - 90 PTBSP ABB Stotz Kontakt Eléctrica, Unipessoal, Lda., Porto




QATAR QAR USD USD 60 QAABB ABB Qatar LLC., Doha
ROMANIA RON EUR EUR 90 ROABB ABB SRL, Bucharest




RON EUR EUR 90 ROBNE Bucuresti Nord-Est Energy SRL, Bucharest
RUSSIAN FEDERATION RUB EUR EUR 90 RUABB Asea Brown Boveri Ltd., Moscow




RUB EUR EUR 90 RUCIS ABB Ltd., Moscow
RUB EUR EUR 90 RUELE ABB Electroengineering Ltd., Moscow
RUB EUR EUR 90 RUENE ABB Energosvyaz LLC, Moscow
RUB EUR EUR 90 RUIBS ABB Industrial and Building Systems Ltd., Moscow
RUB EUR EUR 90 RUKAB ABB Moskabel Ltd., Moscow
RUB EUR EUR 90 RUREL ABB Automation LLC, Moscow




SAUDI ARABIA SAR USD USD 90 SAACE ABB Contracting Company Ltd., Riyadh
SAR USD USD 90 SAARA ABB Electrical Industries Ltd., Riyadh
SAR USD USD 90 SAAUT ABB Automation Co. Ltd., Riyadh
SAR USD USD 90 SAELM Electrical Materials Center, Riyadh
SAR USD USD 90 SASAD Saudi SAE Technical Construction Co. Ltd., Riyadh
SAR USD USD 90 SASEV ABB Service Co. Ltd., Al Khobar
SAR USD USD 90 SASOI Soimi Saudi Ltd., Al Khobar




SENEGAL XOF EUR EUR 90 SNHER ABB Technologies S.A., Dakar
SERBIA EUR EUR EUR 60 RSABB ABB d.o.o., Belgrade
SINGAPORE SGD SGD - 60 SGEBA ABB Bailey Pte. Ltd., Singapore




SGD SGD - 60 SGENT Entrelec Asia, Singapore
SGD SGD - 60 SGHOL ABB Holdings Pte. Ltd., Singapore
SGD SGD - 60 SGIIM ABB Installation Materials (East Asia) Pte. Ltd., Singapore
SGD SGD - 60 SGIND ABB Industry Pte. Ltd., Singapore
SGD SGD - 60 SGPOW ABB Power Pte. Ltd., Singapore
SGD SGD - 60 SGSUP ABB Support Pte. Ltd., Singapore
SGD SGD - 60 SGTDT ABB Transformers Pte. Ltd., Singapore
USD USD - 60 SGAGN ABB Agencies Pte. Ltd., Singapore
USD USD - 60 SGTRE ABB Treasury Center (Asia Pacific) Pte. Ltd., Singapore




SLOVAKIA SKK EUR EUR 60 SKABB ABB, s.r.o., Bratislava
SLOVENIA EUR EUR - 60 SIABB ABB D.o.o., Ljubljana
SOUTH AFRICA USD ZAR - 60 ZANAM Nelspruit Airport Operating Company (Pty) Ltd., Nelspruit




USD ZAR - 60 ZAPAM Primkop Airport Management (Pty) Ltd., Nelspruit
ZAR ZAR - 60 ZAABB ABB Holdings (Pty) Ltd., Sunninghill
ZAR ZAR - 60 ZATAD ABB South Africa (Pty) Ltd., Sunninghill




SPAIN EUR EUR - 90 ESABB Asea Brown Boveri S.A., Madrid
EUR EUR - 90 ESMOT Motors Unit, Barcelona (non legal entity)
EUR EUR - 90 ESNIE NIESSEN Unit, Oyartzun (non legal entity)




3/5















Country Reporting 
Currency




Group 
Internal 
Import 




Currency




Group 
Internal 
Export 




Currency




Group 
Internal 




Payment 
Terms




Reporting 
Code




Company Name




SWEDEN SEK SEK - 30 ABBVA ABB Norden Holding AB, Västerås
SEK SEK - 30 SEABB ABB AB, Västerås
SEK SEK - 30 SECON ABB Construction AB, Västerås
SEK SEK - 30 SEDON ABB - Kabeldon, Alingsås (non legal entity)
SEK SEK - 30 SEELI AB Electro-Invest, Västerås
SEK SEK - 30 SEELM ABB Industriunderhåll AB, Degerfors
SEK SEK - 30 SEFAS ABB Fastighet AB, Västerås
SEK SEK - 30 SEFSP ASEA AB, Västerås
SEK SEK - 30 SELCY LCP Life Cycle Profit AB, Västerås
SEK SEK - 30 SEMOT ABB - LV Motors, Västerås (non legal entity)
SEK SEK - 30 SEPID ABB - Process Automation, Service & Machines, Västerås (non legal entity)
SEK SEK - 30 SEPOW ABB - Power Products & Power Systems, Ludvika (non legal entity)
SEK SEK - 30 SESWW ABB - Swedewater, Landskrona (non legal entity)
SEK SEK - 30 SETEM ABB Temporum Fastighets AB, Västerås
SEK SEK - 30 SETET ABB Technology AB, Västeras
SEK SEK - 30 SETRE ABB Financial Services AB, Sollentuna




SWITZERLAND CHF CHF - 30 ABBHO ABB Ltd, Zurich
CHF CHF - 30 ABBZH ABB Asea Brown Boveri Ltd, Zurich
CHF CHF - 30 CHABB ABB Schweiz AG, Baden
CHF CHF - 30 CHAMS ABB Management Services Ltd., Zurich
CHF CHF - 30 CHCMC ABB CMC Low Voltage Products, Schaffhausen (non legal entity)
CHF CHF - 30 CHCRC ABB Corporate Research, Baden-Dättwil (non legal entity)
CHF CHF - 30 CHEDI ABB Dicoesa, Belfaux
CHF CHF - 30 CHELF ABB MEA Participations Ltd., Zurich
CHF CHF - 30 CHGPL ABB Information Systems Ltd., Zurich
CHF CHF - 30 CHHAV ABB Handels- und Verwaltungs AG, Zurich
CHF CHF - 30 CHHOS ABB Hochspannungstechnik, Zurich (non legal entity)
CHF CHF - 30 CHIAG ABB Intra AG, Zurich
CHF CHF - 30 CHIMV ABB Immobilien AG, Baden
CHF CHF - 30 CHIND ABB Industrie, Baden (non legal entity)
CHF CHF - 30 CHINF ABB Business Services, Baden (non legal entity)
CHF CHF - 30 CHNOR ABB Normelec, Zurich (non legal entity)
CHF CHF - 30 CHOVM ABB International Marketing Ltd., Zurich
CHF CHF - 30 CHPAU ABB Power Systems, Baden (non legal entity)
CHF CHF - 30 CHRES ABB Research Ltd., Zurich
CHF CHF - 30 CHSEC ABB Sécheron S.A., Satigny
CHF CHF - 30 CHSEM ABB Semiconductors, Baden (non legal entity)
CHF CHF - 30 CHTET ABB Technology Ltd., Zurich
CHF CHF - 30 CHTUS ABB Turbo-Systems AG, Baden
CHF CHF - 30 CHUNI ABB Robotics & Services, Birr (non legal entity)




TAIWAN, PROVINCE OF CHINA TWD USD USD 120 TWABB ABB Ltd., Taipei
TWD USD USD 120 TWENV ABB Environmental Ltd., Taipei




TANZANIA, UNITED REPUBLIC USD USD USD 90 TZABB ABB Limited, Dar Es Salaam
THAILAND THB USD USD 75 THABB ABB LIMITED, Bangkok




THB USD USD 75 THAPH Asea Brown Boveri Holding Ltd., Bangkok
THB USD USD 75 THBAI ABB Bailey Limited, Bangkok
THB USD USD 75 THKEM Kent Meters (Thailand) Ltd., Bangkok




TUNISIA EUR EUR EUR 90 TNEBB L'Ebenoid Production, Tunisie
TND EUR EUR 90 TNMSE ABB Maghreb Services S.A., Tunis




TURKEY USD EUR EUR 60 TRABB ABB Holding A.S., Istanbul
USD EUR EUR 60 TRBAR ABB Barmek Elektrik Sanayi Ve Ticaret, Ankara
USD EUR EUR 60 TRESA ABB Elektrik Sanayi A.S., Istanbul




UGANDA USD USD USD 90 UGABB ABB Ltd., Kampala
UKRAINE USD USD USD 90 UAABB ABB Ltd., Kiev
UNITED ARAB EMIRATES AED USD USD 60 AEAUT ABB Automation L.L.C., Abu Dhabi




AED USD USD 90 AEFLC ABB Industries FZ, Dubai
AED USD USD 90 AEIND ABB Industries (L.L.C.), Dubai
AED USD USD 60 AETAD ABB Transmission & Distribution Ltd., Abu Dhabi
EUR USD USD 60 AEPSP ABB Power Systems, Abu Dhabi Branch (non legal entity)




UNITED KINGDOM GBP GBP - 60 GBABB ABB Limited, Warrington
GBP GBP - 60 GBCON ABB UK LV Product Sales, Coventry (non legal entity)
GBP GBP - 60 GBDAR ABB Eutech Limited, Warrington
GBP GBP - 60 GBDSH ABB UK LV Switchgear, Sunderland (non legal entity)
GBP GBP - 60 GBEUL ABB UK Engineering Services & Solutions, Warrington (non legal entity)
GBP GBP - 60 GBFTC ABB Treasury & Energy Services (UK) PLC, Warrington
GBP GBP - 60 GBGLE ABB Lummus Global Ltd., Surrey
GBP GBP - 60 GBHOL ABB Holdings Limited, Warrington
GBP GBP - 60 GBINS ABB UK Automation Products & Processes, Warrington (non legal entity)
GBP GBP - 60 GBIVM ABB Investments Ltd., Warrington
GBP GBP - 60 GBKET ABB UK Process Instrumentation, Warrington (non legal entity)
GBP GBP - 60 GBLFS Lighting for Staffordshire Holdings Ltd., Staffordshire
GBP GBP - 60 GBLSL Lighting for Staffordshire Ltd., Staffordshire
GBP GBP - 60 GBPTD ABB UK Power Division, Stone (non legal entity)
GBP GBP - 60 GBSHS ABB Instrumentation Ltd., Warrington
GBP GBP - 60 GBSTN ABB Automation Ltd., Warrington
GBP GBP - 60 GBSTO ABB Power T&D Ltd., Stone
GBP GBP - 60 GBWSC ABB Building Technologies Ltd, Warrington
GBP GBP - 60 GBZES ABB Combined Heat and Power Ltd., Warrington
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UNITED STATES USD USD - 60 USABB ABB Inc., Norwalk CT
USD USD - 60 USBAR ABB Barranquilla Inc., Princeton, NJ
USD USD - 60 USBFP ABB Instrumentation, Warminster (non legal entity)
USD USD - 60 USCEI Combustion Engineering Inc., Norwalk, CT
USD USD - 60 USCON ABB Control, Wichita Falls (non legal entity)
USD USD - 60 USCRC ABB Corporate Research Center, Raleigh (non legal entity)
USD USD - 60 USCVC Connecticut Valley Claims, CT
USD USD - 60 USDBL ABB Dry Type Transformers, Bland (non legal entity)
USD USD - 60 USDJC ABB Jeff City PTTR, Jefferson City (non legal entity)
USD USD - 60 USDLI DLI Engineering Corp., Bainbridge Island
USD USD - 60 USDSB ABB Liquid Filled Small Power Transformers, South Boston (non legal entity)
USD USD - 60 USFAC ABB Flexible Automation, Auburn Hills (non legal entity)
USD USD - 60 USHOL ABB Holdings Inc., Norwalk
USD USD - 60 USINY ABB Automation, Columbus (non legal entity)
USD USD - 60 USMUN ABB Muncie PTTR, Alamo (non legal entity)
USD USD - 60 USNBD ABB Automation, New Berlin (non legal entity)
USD USD - 60 USPAD ABB Process Analytics, Lewisburg, WV (non legal entity)
USD USD - 60 USPHV ABB High Voltage, Mt.Pleasant PA (non legal entity)
USD USD - 60 USPMV ABB Medium Voltage, Lake Mary FL (non legal entity)
USD USD - 60 USPPS ABB Power Systems, Raleigh NC (non legal entity)
USD USD - 60 USPUA ABB Utility Automation, Wickliffe OH (non legal entity)
USD USD - 60 USSAD ABB Susa Inc., North Brunswick, NJ
USD USD - 60 USSEV ABB Business Services, Cary, NC (non legal entity)
USD USD - 60 USSKY Camelot IS-2 International, Inc. D/B/A Skyva International, Wickliffe
USD USD - 60 USSUI ABB Susa International Inc., North Brunswick, NJ
USD USD - 60 USTAL ABB Alamo PTTR, Alamo, TN (non legal entity)
USD USD - 60 USTCE ABB Treasury Center USA Inc., Norwalk, CT
USD USD - 60 USTOT ABB Totalflow, Bartlesville (non legal entity)
USD USD - 60 USTSL ABB St.Louis PTTR, St.Louis MO (non legal entity)




URUGUAY UYU USD USD 90 UYCLL ABB CL Logistic S.A., Montevideo
VENEZUELA VEF USD USD 180***** VEABB Asea Brown Boveri S.A., Caracas




VIETNAM VND USD USD 90 VNTRA ABB Ltd., Hanoi
ZAMBIA USD USD USD 90 ZMPLS ABB Ltd., Lusaka
ZIMBABWE USD USD USD 90 ZWPLS ABB (Private) Ltd., Harare




***** due to CADIVI, reviewed regularly
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable
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Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia








				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan












				120 days after receipt of goods or services












				Argentina




Venezuela







				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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1.0 Overview 
 





1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 





1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 





1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 





1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 





2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-





group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 





currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 





the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 





transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 





for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  





 
2.3 Payment terms 
 





In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 
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2.4 Payment currency 
 





Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





2.5 ABB payment system 
 





All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 





 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 





dispute whenever they are not treated according to the Group instruction (by 
the other party). 





 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 





 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 





3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 





3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 





 
Not applicable 
 
4.0 Revision History 
 
 





Revision Approved By Date Revision Notes 
1.0 Group 





Directive 
Committee by 





circulation 





June 12, 
2007 





All changes are highlighted 
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Appendix 1 
 
 





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 





For sales to Payment term 
 





China (excl. Hong Kong) 
India 
Israel 
Korea 





Philippines 
Russia 





Saudi Arabia 
Venezuela 





 





 
 
 
 





90 days after receipt of goods or services 
 





 
Brazil 
Egypt 





Indonesia 
Taiwan 





 
 





 
120 days after receipt of goods or services 





 





 
Argentina 





 





 
180 days after receipt of goods or services 
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Appendix 2 





MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 





 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 





arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 





Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 





Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 





Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 





Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 





Special – operating outside country 
holding structures





Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 





PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 





Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  





 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 





invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 





ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 





 
• to receive payments from and to make payments to other Users 





• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 





 
 
3.4 The “Settlement Center” is responsible for: 
 





• facilitating the resolution of cross-border payment disputes between Users 





• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 





• administering a special dispute resolution database (the “Dispute Resolution 
System”). 





 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 





arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 





 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 





 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  





 
 
4.2 Fees





  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 





4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  





 
 
5. The Settlement Process 





(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 





 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 





a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 





amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 





 



















Group Instruction Title: Group Internal Payment 
Conditions 





Group Instruction Number: GI/FT-01.09 
ABB 





Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT - 01 Finance 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 





 
ABB Group                                                                                                         Page 13 of 19 
 





d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 





 
e. If the Country Controllers resolve the dispute, they must document their agreement 





in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-





Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 





 
g. The Payee must prepare a short summary of his claim describing the facts relating to 





his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  





 
h. The Arbitration Panel will make a final and binding decision based on the above 





documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 





 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 





shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 





the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 





would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  





 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 





A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  





< 20,000 1,000  





20,001 to 500,000 1,000 5% over 20,000 





500,001 to 1,000000 25,000 3% over 500,000 





1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 





> 7,000,001 82,000  





The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 





Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 





• 





• 





• 





• 





The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 





Use of retaliatory or unjust invoicing. 





Unjust dispute flagging 





Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 





 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 





Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  





 
 
 
6. Set-Off 
 





The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  





 
 
 
7. Term Sheet 
 





A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 





LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 





Argentina 
Aruba 





Australia 
Austria 
Bahrain 
Belgium 
Brazil 





Canada 
Chile 
China 





Columbia 
Czech Republic 





Denmark 
Egypt 





Estonia 
Finland 
France 





Germany 
Great Britain 





 





Greece 
Hong Kong  





Hungary 
India 





Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 





Lebanon 
Luxembourg 





Malaysia 
Mexico 





New Zealand 
Netherlands 





Norway 
Peru  





Philippines 
Poland 





Portugal 
Russia 





Saudi Arabia 
Singapore 
Slovakia 





South Africa 
Spain 





Sweden 
Switzerland 





Taiwan 
Thailand 





United Arab Emirate 
United States of America 





Venezuela 





 
 





 





LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 





Czech Republic 
Denmark 





Financial Services* 
Finland 
France 





Germany 
Great Britain 





 





Holding Companies* 
Hong Kong  





Italy 
Japan 





Kent Group* 
 Lummus Global Group* 





New Zealand 
Netherlands 





Norway 
Poland 





Portugal 
Singapore 





Spain 
Sweden 





Switzerland 
United States of America 





Vetco Gray Group* 





* operating outside the Country Holding structure 
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1.0 Overview





1.1 Introduction





Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  




1.2 Objective(s)





The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 




1.3 Group directive cross-reference





GD/FT-01 Finance




1.4 Group instruction cross-reference





Not applicable





2.0  Group instruction requirements/content





2.1 Roles and responsibilities





· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.





· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 




· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.





· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.




2.2 General 





Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.





Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 





2.3 Payment terms




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.




Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.





In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.





GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 





ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.





ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.





ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.





2.4 Payment currency




Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.





GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





2.5 ABB payment system





All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 





GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.




2.6 Monitoring





· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).




· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.





· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.




3.0 Appendices and attachments





3.1 Corresponding authorization limits (where applicable)





See Group Authorization Regulations Number 2.10




3.2 Appendices





1.
Mandatory payment terms for cross-border sales





2.
Mandatory transaction currencies





3.
Payment of Group internal invoices





4.
List of countries participating in cross-border netting





3.3 Attachments





Not applicable
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Appendix 1





MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES





					For sales to




					Payment term









					China (excl. Hong Kong)





India





Israel





Korea





Philippines





Russia





Saudi Arabia















					90 days after receipt of goods or services















					Brazil





Egypt





Indonesia





Taiwan





Venezuela










					120 days after receipt of goods or services















					Argentina










					180 days after receipt of goods or services
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MANDATORY TRANSACTION CURRENCIES





For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.





For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.





The buyer can agree to exceptions




· In case the local currency of the buyer is not freely convertible





· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.





					Africa




Botswana
ZAR





Cameroon
EUR





Cote d’Ivoire
EUR





Lesotho
ZAR





Mali
EUR





Namibia
ZAR





Senegal
EUR





South Africa
ZAR










					Americas





Canada
CAD





Mexico
MXP















					Asia & Australasia




Australia
AUD





Hong Kong
HKD





Indonesia
IDR





Japan
JPY





New Zealand
NZD





Papua, New Guinea
AUD





Singapore
SGD





Thailand
THB










					Eastern Europe




Bulgaria
EUR





Croatia
EUR





Czech Republic
CZK





Estonia
EUR





Hungary
EUR





Kazakhstan
EUR





Latvia
EUR





Lithuania
EUR





Poland
PLN




Romania
EUR





Russia
EUR





Slovakia
EUR





Slovenia
EUR





Ukraine
EUR





Uzbekistan
EUR





Yugoslavia
EUR















					Middle & Near East




Saudi Arabia
SAR










					Western Europe & Scandinavia




Austria
EUR





Belgium
EUR





Denmark
DKK/EUR*





Finland
EUR





France
EUR





Germany
EUR





Greece
GRD/EUR*





Ireland
EUR





Italy
EUR





Luxembourg
EUR





Netherlands
EUR





Norway
NOK/EUR*





Portugal
EUR





Spain
EUR





Sweden
SEK/EUR*





Switzerland
CHF/EUR*





Turkey
TRL





United Kingdom
GBP/EUR*





* at Buyer’s choice









					














					














					Intra-Group Arrangements





Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:





ABB Trademark and other Fees
ABBZH





ABB Corporate R&D Charges
CHRES





ABB Division/BU License Fees
CHTET





ABB Division/BA Management Fees
CHAMS





ABB Group License and User Fees
CHGPL





ABB GD 1.5 Marketing Fees
CHOVM





MIP Charge-Outs
GBEQU





ESAP Charge-Outs
GBESP
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PAYMENT OF GROUP INTERNAL INVOICES





1.
Background





This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).





2.
Application





This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 





3.
General Principles





3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 





3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.





3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:





· to receive payments from and to make payments to other Users





· to offset, where permitted by law, amounts payable against amounts receivable between Users.





3.4 The “Settlement Center” is responsible for:





· facilitating the resolution of cross-border payment disputes between Users





· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System





· administering a special dispute resolution database (the “Dispute Resolution System”).





3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.





4.
The Payment Process in the Payment System





4.1
Rules and Procedures






For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.






Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 





4.2
Fees




The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).





4.3
Prior Agreements






Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 





5. The Settlement Process




(See Section 5.3 below for special rules applying to domestic sales)





5.1 Description of the Process:





a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.





b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.




c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.





d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .





e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .





f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.





g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 





h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.





i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.





j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.





k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 





5.2
Other Amounts Payable





5.2.1 Handling Fees:





A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 





The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.





The handling fees have been fixed as follows (all amounts are in USD):





					Disputed amount




					Base handling fee




					Plus % of amount over










					< 20,000




					1,000




					









					20,001 to 500,000




					1,000




					5% over 20,000









					500,001 to 1,000000




					25,000




					3% over 500,000









					1,000,001 to 7,000,000




					40,000




					0.7% over 1,000,000









					> 7,000,001




					82,000




					














The maximum fee is USD 82,000.





5.2.2 Additional Fees





Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.





In particular, the following actions are strictly forbidden:





· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.





· Use of retaliatory or unjust invoicing.





· Unjust dispute flagging





· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.





5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.




Instead the following rules apply for such sales:





Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.





On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 





Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 





6.
Set-Off





The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 





7.
Term Sheet





A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 





Appendix 4





List of Countries participating in Cross-Border Netting





					Argentina





Aruba





Australia





Austria





Bahrain





Belgium





Brazil





Canada





Chile





China





Columbia





Czech Republic





Denmark





Egypt





Estonia





Finland





France





Germany





Great Britain










					Greece





Hong Kong 





Hungary





India





Indonesia





Ireland





Israel





Italy





Japan





Jordan





Kuwait





Latvia





Lebanon





Luxembourg





Malaysia





Mexico





New Zealand





Netherlands




					Norway





Peru 





Philippines





Poland





Portugal





Russia





Saudi Arabia





Singapore





Slovakia





South Africa





Spain





Sweden





Switzerland





Taiwan





Thailand





United Arab Emirate





United States of America





Venezuela














List of Countries/Groups participating in Domestic Netting





					Australia





Austria





Belgium





Canada





Czech Republic





Denmark





Financial Services*





Finland





France





Germany





Great Britain










					Holding Companies*





Hong Kong 





Italy





Japan





Kent Group*





 Lummus Global Group*





New Zealand





Netherlands




					Norway





Poland





Portugal





Singapore





Spain





Sweden





Switzerland





United States of America





Vetco Gray Group*














* operating outside the Country Holding structure
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1.0 Overview



1.1 Introduction



Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  


1.2 Objective(s)



The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 


1.3 Group directive cross-reference



GD/FT-01 Finance


1.4 Group instruction cross-reference



Not applicable



2.0  Group instruction requirements/content



2.1 Roles and responsibilities



· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.


· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 


· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.



· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.


2.2 General 



Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.



Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 



2.3 Payment terms


In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.


Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.



In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.



GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 



ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.



ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.



ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.



2.4 Payment currency


Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.



GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.



The buyer can agree to exceptions


· In case the local currency of the buyer is not freely convertible



· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.



2.5 ABB payment system



All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 



GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.


2.6 Monitoring



· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).


· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.



· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.


3.0 Appendices and attachments



3.1 Corresponding authorization limits (where applicable)



See Group Authorization Regulations Number 2.10


3.2 Appendices



1.
Mandatory payment terms for cross-border sales



2.
Mandatory transaction currencies



3.
Payment of Group internal invoices



4.
List of countries participating in cross-border netting



3.3 Attachments



Not applicable



4.0 Revision History
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Appendix 1



MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES



			For sales to


			Payment term





			China (excl. Hong Kong)



India



Israel



Korea



Philippines



Russia



Saudi Arabia






			90 days after receipt of goods or services









			Brazil



Egypt



Indonesia



Taiwan









			120 days after receipt of goods or services









			Argentina



Venezuela





			180 days after receipt of goods or services












Appendix 2



MANDATORY TRANSACTION CURRENCIES



For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.



For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.



The buyer can agree to exceptions


· In case the local currency of the buyer is not freely convertible



· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.



			Africa


Botswana
ZAR



Cameroon
EUR



Cote d’Ivoire
EUR



Lesotho
ZAR



Mali
EUR



Namibia
ZAR



Senegal
EUR



South Africa
ZAR






			Americas



Canada
CAD



Mexico
MXP









			Asia & Australasia


Australia
AUD



Hong Kong
HKD



Indonesia
IDR



Japan
JPY



New Zealand
NZD



Papua, New Guinea
AUD



Singapore
SGD



Thailand
THB






			Eastern Europe


Bulgaria
EUR



Croatia
EUR



Czech Republic
CZK



Estonia
EUR



Hungary
EUR



Kazakhstan
EUR



Latvia
EUR



Lithuania
EUR



Poland
PLN


Romania
EUR



Russia
EUR



Slovakia
EUR



Slovenia
EUR



Ukraine
EUR



Uzbekistan
EUR



Yugoslavia
EUR









			Middle & Near East


Saudi Arabia
SAR






			Western Europe & Scandinavia


Austria
EUR



Belgium
EUR



Denmark
DKK/EUR*



Finland
EUR



France
EUR



Germany
EUR



Greece
GRD/EUR*



Ireland
EUR



Italy
EUR



Luxembourg
EUR



Netherlands
EUR



Norway
NOK/EUR*



Portugal
EUR



Spain
EUR



Sweden
SEK/EUR*



Switzerland
CHF/EUR*



Turkey
TRL



United Kingdom
GBP/EUR*



* at Buyer’s choice





			








			








			Intra-Group Arrangements



Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:



ABB Trademark and other Fees
ABBZH



ABB Corporate R&D Charges
CHRES



ABB Division/BU License Fees
CHTET



ABB Division/BA Management Fees
CHAMS



ABB Group License and User Fees
CHGPL



ABB GD 1.5 Marketing Fees
CHOVM



MIP Charge-Outs
GBEQU



ESAP Charge-Outs
GBESP












Appendix 3



PAYMENT OF GROUP INTERNAL INVOICES



1.
Background



This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).



2.
Application



This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 



3.
General Principles



3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 



3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.



3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:



· to receive payments from and to make payments to other Users



· to offset, where permitted by law, amounts payable against amounts receivable between Users.



3.4 The “Settlement Center” is responsible for:



· facilitating the resolution of cross-border payment disputes between Users



· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System



· administering a special dispute resolution database (the “Dispute Resolution System”).



3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.



4.
The Payment Process in the Payment System



4.1
Rules and Procedures




For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.




Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 



4.2
Fees


The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).



4.3
Prior Agreements




Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 



5. The Settlement Process


(See Section 5.3 below for special rules applying to domestic sales)



5.1 Description of the Process:



a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.



b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.


c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.



d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .



e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .



f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.



g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 



h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.



i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.



j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.



k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 



5.2
Other Amounts Payable



5.2.1 Handling Fees:



A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 



The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.



The handling fees have been fixed as follows (all amounts are in USD):



			Disputed amount


			Base handling fee


			Plus % of amount over






			< 20,000


			1,000


			





			20,001 to 500,000


			1,000


			5% over 20,000





			500,001 to 1,000000


			25,000


			3% over 500,000





			1,000,001 to 7,000,000


			40,000


			0.7% over 1,000,000





			> 7,000,001


			82,000


			








The maximum fee is USD 82,000.



5.2.2 Additional Fees



Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.



In particular, the following actions are strictly forbidden:



· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.



· Use of retaliatory or unjust invoicing.



· Unjust dispute flagging



· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.



5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.


Instead the following rules apply for such sales:



Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.



On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 



Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 



6.
Set-Off



The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 



7.
Term Sheet



A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 



Appendix 4



List of Countries participating in Cross-Border Netting



			Argentina



Aruba



Australia



Austria



Bahrain



Belgium



Brazil



Canada



Chile



China



Columbia



Czech Republic



Denmark



Egypt



Estonia



Finland



France



Germany



Great Britain






			Greece



Hong Kong 



Hungary



India



Indonesia



Ireland



Israel



Italy



Japan



Jordan



Kuwait



Latvia



Lebanon



Luxembourg



Malaysia



Mexico



New Zealand



Netherlands


			Norway



Peru 



Philippines



Poland



Portugal



Russia



Saudi Arabia



Singapore



Slovakia



South Africa



Spain



Sweden



Switzerland



Taiwan



Thailand



United Arab Emirate



United States of America



Venezuela








List of Countries/Groups participating in Domestic Netting



			Australia



Austria



Belgium



Canada



Czech Republic



Denmark



Financial Services*



Finland



France



Germany



Great Britain






			Holding Companies*



Hong Kong 



Italy



Japan



Kent Group*



 Lummus Global Group*



New Zealand



Netherlands


			Norway



Poland



Portugal



Singapore



Spain



Sweden



Switzerland



United States of America



Vetco Gray Group*








* operating outside the Country Holding structure
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1.0 Overview 
 




1.1 Introduction 
 
Credit terms and payment conditions for intra-group sales are freely negotiable, within the 
limitations defined below, and contracted conditions must be met. The purpose of this 
instruction is to define the roles and responsibilities of the authorized staff to execute the 
transactions specified in this policy and to provide guidance on the principal requirements of 
this instruction.   
 




1.2 Objective(s) 
 
The objective of this policy is to provide rules aimed at improving the intra-group payment 
and settlement procedures. This policy is applicable to all country/company CFOs, 
country/company treasury and finance personnel.  
 




1.3 Group directive cross-reference 
 
GD/FT-01 Finance 
 
 




1.4 Group instruction cross-reference 
 
Not applicable 
 
2.0  Group instruction requirements/content 
 




2.1 Roles and responsibilities 
 
 GF-FT and the CFO are responsible for defining payment terms for intra-




group cross-border transactions. 
 GF-FT and the CFO are responsible for defining mandatory transaction 




currencies for intra-group cross-border transactions. 
 GF-FT and the CFO are responsible for defining the countries which must use 




the ABB payment system.  
 The country CFO is responsible for defining payment terms for intra-group 




transactions within the same country. 
 The ABB Arbitration Panel is responsible to make final and binding decisions 




for resolving disputes related to intra-group payments. 
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2.2 General  
 
Agreed payment conditions must be stated on invoices and must be met by the paying 
company. To enable payments in the ABB payment system, the agreed payment conditions 
must give due dates for group internal invoices in accordance with the netting schedule and 
must fall due on a settlement day. 
 
Invoices not issued in accordance with the payment terms and/or payment currencies defined 
by this Group instruction can be disputed by the payer in the ABB payment system 
(described below).  




 
2.3 Payment terms 
 




In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or 
services. In Western Europe a shorter payment term for intra-group sales of goods and 
services can be applied if both parties agree. In countries where local payment terms are in 
excess of global intra-group terms, the CFO may define special mandatory intra-group cross 
border payment terms. 
 
Payment terms for intra-group transactions within the same country can be defined by the 
country CFO, based on local market practice. 
 
In cross-border sales where payment conditions/customs are, due to local market conditions, 
significantly different, both parties must respect these differences and the internal pricing 
model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance 
these situations in the lower interest environment. 
 
GF-FT and the CFO issue special mandatory payment terms for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory payment terms are listed in Appendix 1.  
 
ABB companies have the option to charge interest on overdue accounts. Penalty interest 
shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate. 
 
ABB companies are not entitled to offset accounts payable with accounts receivable for 
internal transactions. 
 
ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or 
letters of comfort) for commercial transactions between ABB companies are not permitted, 
except for counter-guarantees. 




 
 















Group Instruction Title: Group Internal Payment 
Conditions 




Group Instruction Number: GI/FT-01.09 
ABB 




Group Instruction Owner: Head of GF-FT 
 Related Group Directive(s) GD/FT-01 
 Approved By: CEO 
 Effective Date: June 12, 2007 
 




 
ABB Group                                                                                                         Page 3 of 19 
 




2.4 Payment currency 
 




Intra-group transactions must, where possible, be contracted in the local currency of the 
buyer. Intra-group transactions within one country must always be contracted in the local 
currency. 
 
GF-FT and the CFO define mandatory transaction currencies for intra-group cross border 
sales and may review and update the list appropriately. Such changes do not modify the 
content of this Group instruction. These mandatory transaction currencies are listed in 
Appendix 2. 
 
The buyer can agree to exceptions 
 




 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 




arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 




2.5 ABB payment system 
 




All ABB Group companies in countries which can legally and technically participate must 
pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains 
detailed rules applying to the payment system and Appendix 4 contains lists of participating 
countries, one for cross-border sales and one for domestic sales.  
 
GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate. 




 
2.6 Monitoring 
 
 The ABB arbitration panel process allows the Group companies to raise a 




dispute whenever they are not treated according to the Group instruction (by 
the other party). 




 The CFO reviews the list “Mandatory payment terms for cross-border sales,” 
as well as “Mandatory transactions currencies” on a yearly basis. 




 The country/company CFOs confirm in the Assurance Report (quarterly) that 
they have understood and are in adherence with the Group 
directive/instructions. GF-FT follows up on all negative replies. 
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3.0 Appendices and attachments 
 




3.1 Corresponding authorization limits (where applicable) 
 
See Group Authorization Regulation Number 2.10 
 




3.2 Appendices 
 
1. Mandatory payment terms for cross-border sales 
2. Mandatory transaction currencies 
3. Payment of Group internal invoices 
4. List of countries participating in cross-border netting 
 
3.3 Attachments 




 
Not applicable 
 
4.0 Revision History 
 
 




Revision Approved By Date Revision Notes 
1.0 Group 




Directive 
Committee by 




circulation 




June 12, 
2007 




All changes are highlighted 
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Appendix 1 
 
 




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES 
 
 




For sales to Payment term 
 




China (excl. Hong Kong) 
India 
Israel 
Korea 




Philippines 
Russia 




Saudi Arabia 
Venezuela 




 




 
 
 
 




90 days after receipt of goods or services 
 




 
Brazil 
Egypt 




Indonesia 
Taiwan 




 
 




 
120 days after receipt of goods or services 




 




 
Argentina 




 




 
180 days after receipt of goods or services 
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Appendix 2 




MANDATORY TRANSACTION CURRENCIES 
 
For intra-group sales to the countries listed below the corresponding currency shall be used as 
transaction currency. 
 
For intra-group sales to countries not listed below the local currency of the buyer shall be used 
as transaction currency. 
 
The buyer can agree to exceptions 




 In case the local currency of the buyer is not freely convertible 
 In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” 




arrangements, i.e. purchase and sales are made in the same (foreign) currency. 
 




Africa 
Botswana ZAR 
Cameroon EUR 
Cote d’Ivoire EUR 
Lesotho ZAR 
Mali EUR 
Namibia ZAR 
Senegal EUR 
South Africa ZAR 
 
 




Americas 
Canada CAD 
Mexico MXP 
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Asia & Australasia 
Australia AUD 
Hong Kong HKD 
Indonesia IDR 
Japan JPY 
New Zealand NZD 
Papua, New Guinea AUD 
Singapore SGD 
Thailand THB 
 




Eastern Europe 
Bulgaria EUR 
Croatia EUR 
Czech Republic CZK 
Estonia EUR 
Hungary EUR 
Kazakhstan EUR 
Latvia EUR 
Lithuania EUR 
Poland PLN 
Romania EUR 
Russia EUR 
Slovakia EUR 
Slovenia EUR 
Ukraine EUR 
Uzbekistan EUR 
Yugoslavia EUR 
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Middle & Near East 
Saudi Arabia SAR 
 
 




Western Europe & Scandinavia 
Austria EUR 
Belgium EUR 
Denmark DKK/EUR* 
Finland EUR 
France EUR 
Germany EUR 
Greece GRD/EUR* 
Ireland EUR 
Italy EUR 
Luxembourg EUR 
Netherlands EUR 
Norway NOK/EUR* 
Portugal EUR 
Spain EUR 
Sweden SEK/EUR* 
Switzerland CHF/EUR* 
Turkey TRL 
United Kingdom GBP/EUR* 
 
* at Buyer’s choice 




Special – operating outside country 
holding structures




Lummus Group USD 
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Intra-Group Arrangements 
 
Currencies for Intra-Group Arrangements are defined by the invoicing company and 
reviewed annually with GF-FT: 
 
ABB Trademark and other Fees ABBZH 
ABB Corporate R&D Charges CHRES 
ABB Division/BU License Fees CHTET 
ABB Division/BA Management Fees CHAMS 
ABB Group License and User Fees CHGPL 
ABB GD 1.5 Marketing Fees CHOVM 
MIP Charge-Outs GBEQU 
ESAP Charge-Outs GBESP 
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Appendix 3 
 
 




PAYMENT OF GROUP INTERNAL INVOICES 
 
 
1. Background 
 
This Appendix 3 sets out payment and settlement procedures aimed at improving internal 
payment cycles. The benefits of these procedures are a reduction of internal overdues, a 
reduction in accounting cycle times, improved quality of accounting reconciliation, improved 
cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes 
databases and the procedures are built on two pillars: a mandatory payment system (the 
“Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement 
Process”). 
 
 
 
2. Application 
 
This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due 
after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices 
issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. 
Appendix 4 contains lists of participating countries.  
 
 
 
3. General Principles 
 
3.1 An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable 




Request”) on other ABB companies (the “Payers”) into the Payment System for payment 
on the relevant settlement day (the “Settlement Day”).  




 
 
3.2 Each Receivable Request shall be entered in the Payment System by the Payee on the 




invoice date and no later than at least 25 days prior to the due date of such invoice. 
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3.3 ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing 




ABB Group companies that use the Payment System (the “Users”) with services enabling 
them: 




 
• to receive payments from and to make payments to other Users 




• to offset, where permitted by law, amounts payable against amounts receivable 
between Users. 




 
 
3.4 The “Settlement Center” is responsible for: 
 




• facilitating the resolution of cross-border payment disputes between Users 




• managing the funds transferred to a separate account (the “Suspense Account”) (see 
point 6. below) via the Payment System 




• administering a special dispute resolution database (the “Dispute Resolution 
System”). 




 
 
3.5 The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) 




arising in the Payment System which cannot be resolved within the specified time frame 
by the Users or their respective Country Controllers. Decisions made by the Arbitration 
Panel are final and binding. 




 
 
 
4. The Payment Process in the Payment System 
 
4.1 Rules and Procedures 
 




 For the Payment System to work correctly it is imperative that Receivable Requests are 
made completely in accordance with the underlying agreement or order and that payment 
terms of such agreement or order are realistic from the perspective of legal, financial, 
practical and other circumstances prevailing in the countries concerned. Special attention 
must be paid to mandatory legal constraints with respect to payment procedures mainly in 
developing countries. 
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 Each User agrees to abide by and observe all rules and procedures issued by the Payment 
Center in connection with the operation of the Payment System by the Payment Center. A 
Netting Manual comprising detailed descriptions of the payment process will be made 
available to all Users and shall be adhered to by all Users.  




 
 
4.2 Fees




  
The Payment Center charges and collects transaction fees from the Payer for each 
payment made through the Payment System. The fees may be changed by the Payment 
Center from time to time and are detailed in the relevant Term Sheet (see point 9). 
 




4.3 Prior Agreements 
 
 Any existing payment services agreement (cross border) between ABB Group companies 
that are subject to this Group Instruction shall be terminated as of July 1, 1998.  




 
 
5. The Settlement Process 




(See Section 5.3 below for special rules applying to domestic sales) 
 
5.1 Description of the Process: 
 




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a 
discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves 
in the first instance. 




 
b. If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as 




a dispute no later than the specified cut-off date.
 
c. Notwithstanding the setting of a dispute flag, the User must transfer the relevant 




amount to the Payment Center for settlement and value not later than the relevant 
Settlement Day. The dispute amount is transferred by the Payment Center to the 
Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich 
Branch until resolution of the dispute. The funds remain the property of the Payer 
and will accrue interest for account of the Payer and until such time as the Country 
Controllers or the Arbitration Panel have set forth the distribution of the relevant 
funds. 
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d. The Settlement Center will first refer the relevant dispute to the respective Country 
Controllers for resolution . 




 
e. If the Country Controllers resolve the dispute, they must document their agreement 




in the Dispute Resolution System . 
 
f. If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-




Off Day of the third payment cycle following the payment cycle in which the 
Receivable Request was flagged as disputed, the Settlement Center will  refer the 
dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the 
Payee and the Payer that the dispute has been referred to the Arbitration Panel. 




 
g. The Payee must prepare a short summary of his claim describing the facts relating to 




his Receivable Request and his arguments why the payment is due and enter it into 
the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding 
summary containing his arguments for disputing the Receivable Request and enter it 
into the Dispute Resolution System. Both documents shall contain certain standard 
information as described in the Cash in Time documentation. These two documents, 
which shall be entered into the Dispute Resolution System within 14 days from the 
date when the Payee and the Payer have been notified of the referral of the dispute to 
the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel 
without delay.  




 
h. The Arbitration Panel will make a final and binding decision based on the above 




documentation within 30 days of receiving the documentation from the Settlement 
Center. In exceptional cases, the Arbitration Panel may require further 
documentation and/or proceedings for resolving the dispute. In such a case, the 
Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute 
for decision. When the dispute is resolved by the Arbitration Panel, the Settlement 
Center will enter the decision into the Dispute Resolution System. 




 
i. The resolution of the dispute - by the Country Controllers or the Arbitration Panel - 




shall set forth the distribution of the relevant funds from the Suspense Account and 
the payment obligations of the relevant Users. This information will enable the 
relevant Users to enter into the Payment system appropriate Receivable Requests 
using a special form created by the Settlement Center (the “Receivable Template”). 
In addition, the Settlement Center will enter information into the Payment System 
detailing the handling fees and the additional fees, if any, payable by one or both of 
the relevant Users. 
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j. All payment obligations relating to the settled dispute shall be satisfied in full during 




the next payment cycle. 
 
k. In the unlikely event that a Receivable Request entered into the Payment System 




would not be flagged as disputed and yet not paid, the Settlement Center may - 
depending on the circumstances - treat such Receivable Request as disputed and refer 
it for resolution as described above. Failure to pay when a Receivable Request has 
not been flagged as disputed will also be dealt with pursuant to point 6.2.b below.  




 
 
5.2 Other Amounts Payable 
 
5.2.1 Handling Fees: 
 




A handling fee is charged for the use of the Settlement Center's services. These fees cover 
the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will 
charge a handling fee for every dispute flagged as well as for circumstances when the 
Payer does not transfer the entire amount of its payment obligations to the Payment 
Center. The Settlement Center will allocate responsibility to pay the fee among the Users 
concerned based on such Users’ degree of fault or the decision of the Arbitration Panel.  
 
The handling fee is payable in the invoice currency and calculated by reference to the 
value in USD equivalent of the disputed amount. The exchange rates, as defined by the 
Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original 
Settlement Date for the disputed amount are to be used to calculate the values to and from 
USD. 
 
The handling fees have been fixed as follows (all amounts are in USD): 
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Disputed amount Base handling fee Plus % of amount over
  




< 20,000 1,000  




20,001 to 500,000 1,000 5% over 20,000 




500,001 to 1,000000 25,000 3% over 500,000 




1,000,001 to 7,000,000 40,000 0.7% over 1,000,000 




> 7,000,001 82,000  




The maximum fee is USD 82,000. 
 
 
5.2.2 Additional Fees 
 




Failure to observe the provisions of this Group Instruction will result in the assessment of 
additional fees and disciplinary action. Additional fees will be determined by the 
Arbitration Panel taking into account the degree of fault of the Users involved. When the 
Country Controllers resolve the dispute they may elect not to  refer the dispute to the 
Arbitration Panel for fixing of additional fees. 
 
  
In particular, the following actions are strictly forbidden: 




• 




• 




• 




• 




The omission of a User to pay the required amount as instructed by the Payment 
Center for settlement and value not later than on the relevant Settlement Day. 




Use of retaliatory or unjust invoicing. 




Unjust dispute flagging 




Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 
20th, 1998 or unjustly re-dating such invoices. 




 
 
5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales. 
 




Instead the following rules apply for such sales: 
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Each country subject to the Payment System with respect to domestic invoices is  
responsible for settling domestic disputes and needs to define its own dispute resolution 
process to be used. The resolution of domestic disputes is the responsibility of the 
Country Controller (or his deputy) in each country. 
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On each Settlement Day, any disputed amount shall be transferred to a local suspense 
account or paid to the Payee, depending on how local Country Management has set up 
the domestic dispute process. The disputed amount will not flow to the suspense account 
of the Settlement Center.  
 
Once the dispute is resolved, a Resolution Confirmation Document is created transferring 
the domestic dispute to the “Resolved” status in the Payment System, and the payment 
(together with any interest accrued) will be forwarded to the resolution beneficiary 
(where a payment is required to be made pursuant to the dispute resolution).  




 
 
 
6. Set-Off 
 




The Payment Center and the Settlement Center shall have the right to set-off, appropriate 
and apply amounts owing by them to any User against amounts owing by such User to 
the Payment Center or the Settlement Center as appropriate.  




 
 
 
7. Term Sheet 
 




A term sheet shall be sent to each ABB Country Holding that is subject to this Group 
Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, 
each Country Holding shall procure that the term sheet is signed by all ABB Group 
Companies in the same country which are subject to this Group Instruction.  
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Appendix 4 
 
 




LIST OF COUNTRIES PARTICIPATING IN CROSS-BORDER NETTING 
 




Argentina 
Aruba 




Australia 
Austria 
Bahrain 
Belgium 
Brazil 




Canada 
Chile 
China 




Columbia 
Czech Republic 




Denmark 
Egypt 




Estonia 
Finland 
France 




Germany 
Great Britain 




 




Greece 
Hong Kong  




Hungary 
India 




Indonesia 
Ireland 
Israel 
Italy 
Japan 
Jordan 
Kuwait 
Latvia 




Lebanon 
Luxembourg 




Malaysia 
Mexico 




New Zealand 
Netherlands 




Norway 
Peru  




Philippines 
Poland 




Portugal 
Russia 




Saudi Arabia 
Singapore 
Slovakia 




South Africa 
Spain 




Sweden 
Switzerland 




Taiwan 
Thailand 




United Arab Emirate 
United States of America 




Venezuela 




 
 




 




LIST OF COUNTRIES/GROUPS PARTICIPATING IN DOMESTIC NETTING 
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Australia 
Austria 
Belgium 
Canada 




Czech Republic 
Denmark 




Financial Services* 
Finland 
France 




Germany 
Great Britain 




 




Holding Companies* 
Hong Kong  




Italy 
Japan 




Kent Group* 
 Lummus Global Group* 




New Zealand 
Netherlands 




Norway 
Poland 




Portugal 
Singapore 




Spain 
Sweden 




Switzerland 
United States of America 




Vetco Gray Group* 




* operating outside the Country Holding structure 
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1.0 Overview




1.1 Introduction




Credit terms and payment conditions for intra-group sales are freely negotiable, within the limitations defined below, and contracted conditions must be met. The purpose of this instruction is to define the roles and responsibilities of the authorized staff to execute the transactions specified in this Group Instruction and to provide guidance on the principal requirements of this instruction.  



1.2 Objective(s)




The objective of this Group Instruction is to provide rules aimed at improving the intra-group payment and settlement procedures. This Group Instruction is applicable to all country/company CFOs, country/company treasury and finance personnel. 



1.3 Group directive cross-reference




GD/FT-01 Finance



1.4 Group instruction cross-reference




Not applicable




2.0  Group instruction requirements/content




2.1 Roles and responsibilities




· GF-FT and the CFO are responsible for defining payment terms for intra-group cross-border transactions.




· GF-FT and the CFO are responsible for defining mandatory transaction currencies for intra-group cross-border transactions.



· GF-FT and the CFO are responsible for defining the countries which must use the ABB payment system. 



· The country CFO is responsible for defining payment terms for intra-group transactions within the same country.




· The ABB Arbitration Panel is responsible to make final and binding decisions for resolving disputes related to intra-group payments.



2.2 General 




Agreed payment conditions must be stated on invoices and must be met by the paying company. To enable payments in the ABB payment system, the agreed payment conditions must give due dates for group internal invoices in accordance with the netting schedule and must fall due on a settlement day.




Invoices not issued in accordance with the payment terms and/or payment currencies defined by this Group instruction can be disputed by the payer in the ABB payment system (described below). 




2.3 Payment terms



In general, intra-group deliveries must be settled maximum 60 days after receipt of goods or services. In Western Europe a shorter payment term for intra-group sales of goods and services can be applied if both parties agree. In countries where local payment terms are in excess of global intra-group terms, the CFO may define special mandatory intra-group cross border payment terms.



Payment terms for intra-group transactions within the same country can be defined by the country CFO, based on local market practice.




In cross-border sales where payment conditions/customs are, due to local market conditions, significantly different, both parties must respect these differences and the internal pricing model shall reflect this fact. In general, from a Group perspective, it is mandatory to finance these situations in the lower interest environment.




GF-FT and the CFO issue special mandatory payment terms for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory payment terms are listed in Appendix 1. 




ABB companies have the option to charge interest on overdue accounts. Penalty interest shall be set at market rates. In case of disagreement, GF-FT can help in setting this rate.




ABB companies are not entitled to offset accounts payable with accounts receivable for internal transactions.




ABB companies are not subject to credit risk. Therefore, letters of support (guarantees or letters of comfort) for commercial transactions between ABB companies are not permitted, except for counter-guarantees.




2.4 Payment currency



Intra-group transactions must, where possible, be contracted in the local currency of the buyer. Intra-group transactions within one country must always be contracted in the local currency.




GF-FT and the CFO define mandatory transaction currencies for intra-group cross border sales and may review and update the list appropriately. Such changes do not modify the content of this Group instruction. These mandatory transaction currencies are listed in Appendix 2.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




2.5 ABB payment system




All ABB Group companies in countries which can legally and technically participate must pay all intra-group invoices in the ABB payment system. Appendix 3 hereto contains detailed rules applying to the payment system and Appendix 4 contains lists of participating countries, one for cross-border sales and one for domestic sales. 




GF-FT and the CFO may review and update Appendix 4 as and when deemed appropriate.



2.6 Monitoring




· The ABB arbitration panel process allows the Group companies to raise a dispute whenever they are not treated according to the Group instruction (by the other party).



· The CFO reviews the list “Mandatory payment terms for cross-border sales,” as well as “Mandatory transactions currencies” on a yearly basis.




· The country/company CFOs confirm in the Assurance Report (quarterly) that they have understood and are in adherence with the Group directive/instructions. GF-FT follows up on all negative replies.



3.0 Appendices and attachments




3.1 Corresponding authorization limits (where applicable)




See Group Authorization Regulations Number 2.10



3.2 Appendices




1.
Mandatory payment terms for cross-border sales




2.
Mandatory transaction currencies




3.
Payment of Group internal invoices




4.
List of countries participating in cross-border netting




3.3 Attachments




Not applicable




4.0 Revision History




				Revision



				Approved By



				Date



				Revision Notes







				1.0



				Group Directive Committee by circulation



				June 12, 2007



				All changes are highlighted







				



				



				



				







				



				



				



				











Appendix 1




MANDATORY PAYMENT TERMS FOR CROSS-BORDER SALES




				For sales to



				Payment term







				China (excl. Hong Kong)




India




Israel




Korea




Philippines




Russia




Saudi Arabia












				90 days after receipt of goods or services












				Brazil




Egypt




Indonesia




Taiwan




Venezuela








				120 days after receipt of goods or services












				Argentina








				180 days after receipt of goods or services
















Appendix 2




MANDATORY TRANSACTION CURRENCIES




For intra-group sales to the countries listed below the corresponding currency shall be used as transaction currency.




For intra-group sales to countries not listed below the local currency of the buyer shall be used as transaction currency.




The buyer can agree to exceptions



· In case the local currency of the buyer is not freely convertible




· In case the buyer has a contractual hedge due to e.g. “main contractor/sub-contractor” arrangements, i.e. purchase and sales are made in the same (foreign) currency.




				Africa



Botswana
ZAR




Cameroon
EUR




Cote d’Ivoire
EUR




Lesotho
ZAR




Mali
EUR




Namibia
ZAR




Senegal
EUR




South Africa
ZAR








				Americas




Canada
CAD




Mexico
MXP












				Asia & Australasia



Australia
AUD




Hong Kong
HKD




Indonesia
IDR




Japan
JPY




New Zealand
NZD




Papua, New Guinea
AUD




Singapore
SGD




Thailand
THB








				Eastern Europe



Bulgaria
EUR




Croatia
EUR




Czech Republic
CZK




Estonia
EUR




Hungary
EUR




Kazakhstan
EUR




Latvia
EUR




Lithuania
EUR




Poland
PLN



Romania
EUR




Russia
EUR




Slovakia
EUR




Slovenia
EUR




Ukraine
EUR




Uzbekistan
EUR




Yugoslavia
EUR












				Middle & Near East



Saudi Arabia
SAR








				Western Europe & Scandinavia



Austria
EUR




Belgium
EUR




Denmark
DKK/EUR*




Finland
EUR




France
EUR




Germany
EUR




Greece
GRD/EUR*




Ireland
EUR




Italy
EUR




Luxembourg
EUR




Netherlands
EUR




Norway
NOK/EUR*




Portugal
EUR




Spain
EUR




Sweden
SEK/EUR*




Switzerland
CHF/EUR*




Turkey
TRL




United Kingdom
GBP/EUR*




* at Buyer’s choice







				











				











				Intra-Group Arrangements




Currencies for Intra-Group Arrangements are defined by the invoicing company and reviewed annually with GF-FT:




ABB Trademark and other Fees
ABBZH




ABB Corporate R&D Charges
CHRES




ABB Division/BU License Fees
CHTET




ABB Division/BA Management Fees
CHAMS




ABB Group License and User Fees
CHGPL




ABB GD 1.5 Marketing Fees
CHOVM




MIP Charge-Outs
GBEQU




ESAP Charge-Outs
GBESP
















Appendix 3




PAYMENT OF GROUP INTERNAL INVOICES




1.
Background




This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal overdues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a set of Lotus Notes databases and the procedures are built on two pillars: a mandatory payment system (the “Payment System”) and a mandatory settlement procedure for disputed amounts (the “Settlement Process”).




2.
Application




This Appendix 3 applies to all cross border intra-group invoices dated after July 1st, 1998 or due after July 20th, 1998 as well as all domestic invoices issued after October 1, 1999. No invoices issued prior to July 1st, 1998 or due prior to July 20th, 1998 may be input in the system. Appendix 4 contains lists of participating countries. 




3.
General Principles




3.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the Payment System for payment on the relevant settlement day (the “Settlement Day”). 




3.2
Each Receivable Request shall be entered in the Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.




3.3
ABB Capital B.V., Zurich Branch (“The Payment Center”) is responsible for providing ABB Group companies that use the Payment System (the “Users”) with services enabling them:




· to receive payments from and to make payments to other Users




· to offset, where permitted by law, amounts payable against amounts receivable between Users.




3.4 The “Settlement Center” is responsible for:




· facilitating the resolution of cross-border payment disputes between Users




· managing the funds transferred to a separate account (the “Suspense Account”) (see point 6. below) via the Payment System




· administering a special dispute resolution database (the “Dispute Resolution System”).




3.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 6. below) arising in the Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.




4.
The Payment Process in the Payment System




4.1
Rules and Procedures





For the Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.





Each User agrees to abide by and observe all rules and procedures issued by the Payment Center in connection with the operation of the Payment System by the Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 




4.2
Fees



The Payment Center charges and collects transaction fees from the Payer for each payment made through the Payment System. The fees may be changed by the Payment Center from time to time and are detailed in the relevant Term Sheet (see point 9).




4.3
Prior Agreements





Any existing payment services agreement (cross border) between ABB Group companies that are subject to this Group Instruction shall be terminated as of July 1, 1998. 




5. The Settlement Process



(See Section 5.3 below for special rules applying to domestic sales)




5.1 Description of the Process:




a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.




b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.



c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the Payment Center for settlement and value not later than the relevant Settlement Day. The dispute amount is transferred by the Payment Center to the Suspense Account held by the Settlement Center with ABB Capital B.V., Zurich Branch until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.




d.
The Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution .




e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System .




f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.




g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash in Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the Settlement Center to the Arbitration Panel without delay. 




h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the Settlement Center will enter the decision into the Dispute Resolution System.




i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the Payment system appropriate Receivable Requests using a special form created by the Settlement Center (the “Receivable Template”). In addition, the Settlement Center will enter information into the Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.




j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.




k.
In the unlikely event that a Receivable Request entered into the Payment System would not be flagged as disputed and yet not paid, the Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 6.2.b below. 




5.2
Other Amounts Payable




5.2.1 Handling Fees:




A handling fee is charged for the use of the Settlement Center's services. These fees cover the cost of the Settlement Center and the Arbitration Panel. The Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the Payment Center. The Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users’ degree of fault or the decision of the Arbitration Panel. 




The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined by the Reporting and Accounting Guidelines (Section 4, Part 4), for the month of the original Settlement Date for the disputed amount are to be used to calculate the values to and from USD.




The handling fees have been fixed as follows (all amounts are in USD):




				Disputed amount



				Base handling fee



				Plus % of amount over








				< 20,000



				1,000



				







				20,001 to 500,000



				1,000



				5% over 20,000







				500,001 to 1,000000



				25,000



				3% over 500,000







				1,000,001 to 7,000,000



				40,000



				0.7% over 1,000,000







				> 7,000,001



				82,000



				











The maximum fee is USD 82,000.




5.2.2 Additional Fees




Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to  refer the dispute to the Arbitration Panel for fixing of additional fees.




In particular, the following actions are strictly forbidden:




· The omission of a User to pay the required amount as instructed by the Payment Center for settlement and value not later than on the relevant Settlement Day.




· Use of retaliatory or unjust invoicing.




· Unjust dispute flagging




· Inputting invoices and credit notes issued prior to July 1st, 1998 or due prior to July 20th, 1998 or unjustly re-dating such invoices.




5.3 Sections 5.1 c) through k) as well as 5.2 do not apply to domestic sales.



Instead the following rules apply for such sales:




Each country subject to the Payment System with respect to domestic invoices is  responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.




On each Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the Settlement Center. 




Once the dispute is resolved, a Resolution Confirmation Document is created transferring the domestic dispute to the “Resolved” status in the Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 




6.
Set-Off




The Payment Center and the Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the Payment Center or the Settlement Center as appropriate. 




7.
Term Sheet




A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group Companies in the same country which are subject to this Group Instruction. 




Appendix 4




List of Countries participating in Cross-Border Netting




				Argentina




Aruba




Australia




Austria




Bahrain




Belgium




Brazil




Canada




Chile




China




Columbia




Czech Republic




Denmark




Egypt




Estonia




Finland




France




Germany




Great Britain








				Greece




Hong Kong 




Hungary




India




Indonesia




Ireland




Israel




Italy




Japan




Jordan




Kuwait




Latvia




Lebanon




Luxembourg




Malaysia




Mexico




New Zealand




Netherlands



				Norway




Peru 




Philippines




Poland




Portugal




Russia




Saudi Arabia




Singapore




Slovakia




South Africa




Spain




Sweden




Switzerland




Taiwan




Thailand




United Arab Emirate




United States of America




Venezuela











List of Countries/Groups participating in Domestic Netting




				Australia




Austria




Belgium




Canada




Czech Republic




Denmark




Financial Services*




Finland




France




Germany




Great Britain








				Holding Companies*




Hong Kong 




Italy




Japan




Kent Group*




 Lummus Global Group*




New Zealand




Netherlands



				Norway




Poland




Portugal




Singapore




Spain




Sweden




Switzerland




United States of America




Vetco Gray Group*











* operating outside the Country Holding structure
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Terms and Currency Update 2014

				Group Internal Payment Conditions GI/GT-01.09												Appendix 1

																January 21, 2014

				Country Overview (Mandatory Payment Terms for Cross-Border Sales)



				Group-internal payment terms are defined on the basis of the most common Group-internal import flows of the ABB buyer.

				Group-internal payment terms per country relate to all reporting units unless specifically listed.

				In case of special transactions (e.g. ABB Western Europe imports from ABB Asia Pacific), such payment terms shall be adjusted accordingly to reflect the different

				transportation time.

				Group-internal payment terms are defined on the basis of land or ship transportation.

				In case of air transportation, payment terms shall be reduced accordingly.



				PAMP CONDITIONS: Until 31.12.2014 all the sales transactions of the PAMP BU are on a 30 DAYS terms. Countries exempt from this conditions are Argentina and China

				for which the terms in the table below apply.



				Country		Reporting Currency		Group Internal Import Currency		Group Internal Export Currency		Group Internal Payment Terms		Reporting Code		Company Name

				ALGERIA		DZD		USD		USD		60		DZ		All DZ based reporting codes

				ANGOLA		USD		USD		USD		60		AOABB		ABB Electrica SGPS, Lda., Luanda

				ARGENTINA		ARS		USD		USD		120		ARABB		ABB S.A., Buenos Aires

				AUSTRALIA		AUD		AUD		-		90		AU		All AU based reporting codes

				AUSTRIA		EUR		EUR		-		60		ATABB		ABB AG, Vienna

				BAHRAIN		BHD		USD		USD		60		BHARE		ABB Technologies W.L.L., Bahrain

				BELGIUM		EUR		EUR		-		30		BE		All BE based reporting codes

				BOLIVIA		USD		USD		USD		90		BOABB		Asea Brown Boveri Ltda., La Paz

				BOTSWANA		BWP		USD		USD		60		BWABB		ABB (Pty) Ltd., Gaborone

				BRAZIL		BRL		USD		USD		90		BR		All BR based reporting codes

				BULGARIA		BGN		EUR		EUR		60		BG		All BG based reporting codes

				CAMEROON		XAF		EUR		EUR		90		CMABB		Asea Brown Boveri S.A., Douala

				CANADA		CAD		CAD		-		60		CA		All CA based reporting codes

				CHILE		CLP		USD		USD		90		CL		All CL based reporting codes

				CHINA		CNY		USD, EUR		USD, EUR		90		CN		All CN based reporting codes

				COLOMBIA		COP		USD		USD		90		CO		All CO based reporting codes

				CONGO		USD		USD		USD		90		CDR		All CDR based reporting codes

				COTE D'IVOIRE		XOF		EUR		EUR		90		CIABB		ABB Technology SA, Abidjan

				CROATIA		HRK		EUR		EUR		90		HRABB		ABB Ltd., Zagreb

				CZECH REPUBLIC		CZK		EUR*		-		60		CZABB		ABB s.r.o., Sokolovska

								* CZK for Research Centers

				DENMARK		DKK		DKK		-		30**		DKABB		ABB A/S, Skovlunde

								** 90 days for Group internal purchases

								   related to Vestas

				ECUADOR		USD		USD		USD		90		ECABB		ABB Ecuador S.A., Quito

				EGYPT		EGP		USD		USD		150		EG		All EG based reporting codes - Valid until End 2014 (or further notice)

				EL SALVADOR		USD		USD		USD		90		SVABB		ABB S.A. de CV, San Salvador

				ESTONIA		EUR		EUR		EUR		60		EEABB		ABB AS, Tallinn

				FINLAND		EUR		EUR		-		30		FI		All FI based reporting codes

				FRANCE		EUR		EUR		-		60		FR		All FR based reporting codes

				GERMANY		EUR		EUR		-		30		DE		All DE based reporting codes

				GREECE		EUR		EUR		-		90		GR		Asea Brown Boveri S.A., Metamorphossis Attica

				HONG KONG		HKD		USD, EUR		USD, EUR		90		HK		All HK based reporting codes

				HUNGARY		HUF		EUR		EUR		60		HU		All HU based reporting codes

				INDIA		INR		USD, EUR		USD, EUR		120		IN		All IN based reporting codes

				INDONESIA		USD		USD		USD		90		ID		All ID based reporting codes

				IRAN, ISLAMIC REPUBLIC OF		IRR		EUR		EUR		60		IRABB		ABB (P.J.S.C.), Teheran

				IRELAND		EUR		EUR		-		60		IEABB		ABB Ltd, Dublin

				ISRAEL		ILS		EUR		EUR		90		IL		All IL based reporting codes

				ITALY		EUR		EUR		-		60		IT		All IT based reporting codes

				JAPAN		JPY		JPY		-		90		JP		All JP based reporting codes

				JORDAN		JOD		USD		USD		60		JO		All DE based reporting codes

				KAZAKHSTAN		KZT		USD		USD		60		KZ		All KZ based reporting codes

				KENYA		USD		USD		USD		60		KEABB		ABB Limited, Nairobi

				KOREA, REPUBLIC OF		KRW		USD		USD		90		KRABB		ABB Ltd., Seoul

				KUWAIT		KWD		KWD		-		60		KWABB		ABB Engg. Technologies Co. (KSCC), Safat

				LATVIA		LVL		EUR		EUR		60		LVABB		ABB SIA, Riga

				LITHUANIA		LTL		EUR		EUR		60		LTABB		ABB UAB, Vilnius

				MALAYSIA		MYR		USD		USD		60		MY		All MY based reporting codes

				MAURITIUS		MUR		EUR		EUR		90		MUABB		Asea Brown Boveri Ltd., Port Louis

				MEXICO		MXN		USD		USD***		60		MX		All MX based reporting codes

								*** valid for NAFTA only

				MOROCCO		MAD		EUR		EUR		90		MAABB		ABB S.A., Casablanca

				NAMIBIA		USD		USD		USD		60		NAABB		Asea Brown Boveri (Pty) Ltd., Windhoek

				NETHERLANDS		EUR		EUR		-		30		NL		All NL based reporting codes except below mentioned Treasury units

						USD		USD		-		30		NLCAL		ABB Capital, B.V., Amsterdam

						USD		USD		-		30		NLEVE		ABB Equity Ventures B.V., Amsterdam

						USD		USD		-		30		NLFIN		ABB Finance B.V., Amsterdam

				NEW CALEDONIA (FR)		AUD		AUD		-		75		NCABB		ABB SAS, New Caledonia

				NEW ZEALAND		NZD		NZD		-		75		NZ		All NZ based reporting codes

				NIGERIA		NGN		EUR		EUR		90		NG		All NG based reporting codes

				NORWAY		NOK		NOK		-		30		NO		All NO based reporting codes

				OMAN		OMR		USD		USD		60		OMABB		ABB LLC, Al Hamriya

				PAKISTAN		PKR		USD		USD		90		PKABB		ABB (Pvt) Ltd., Lahore

				PANAMA		USD		USD		-		90		PA		All PA based reporting codes

				PAPUA NEW GUINEA		AUD		AUD		-		75		PGJWP		ABB James Watt (PNG) Limited, Port Moresby

				PERU		PEN		USD		USD		90		PE		All PE based reporting codes

				PHILIPPINES		PHP		USD		USD		90		PH		All PH based reporting codes

				POLAND		EUR		EUR		-		60		PLENT		ABB Entrelec Sp. zo.o., Nova Wies Leborska

						PLN		PLN		-		60		PL		All other PL based reporting codes

				PORTUGAL		EUR		EUR		-		90		PT		All PT based reporting codes

				QATAR		QAR		USD		USD		60		QA		All QA based reporting codes

				ROMANIA		RON		EUR		EUR		90		ROABB		ABB SRL, Bucharest

				RUSSIAN FEDERATION		RUB		EUR		EUR		90		RU		All RU based reporting codes

				SAUDI ARABIA		USD		USD		USD		90		SA		All SA based reporting codes

				SENEGAL		XOF		EUR		EUR		90		SNHER		ABB Technologies S.A., Dakar

				SERBIA		RSD		EUR		EUR		60		RSABB		ABB d.o.o., Belgrade

				SINGAPORE		SGD		SGD		-		60		SG		All SG based reporting codes

				SLOVAKIA		EUR		EUR		EUR		60		SKABB		ABB, s.r.o., Bratislava

				SLOVENIA		EUR		EUR		-		60		SIABB		ABB D.o.o., Ljubljana

				SOUTH AFRICA		ZAR		ZAR		-		60		ZA		All ZA based reporting codes

				SPAIN		EUR		EUR		-		90		ES		All ES based reporting codes

				SWEDEN		SEK		SEK		-		30		SE		All SE based reporting codes

				SWITZERLAND		CHF		CHF		-		30		CH		All CH based reporting codes, incl. Swiss based holding companies

				TAIWAN, PROVINCE OF CHINA		TWD		USD		USD		120		TW		All TW based reporting codes

				TANZANIA, UNITED REPUBLIC		USD		USD		USD		90		TZABB		ABB Limited, Dar Es Salaam

				THAILAND		THB		USD		USD		75		TH		All TH based reporting codes

				TUNISIA		EUR		EUR		EUR		90		TN		All TN based reporting codes

				TURKEY		TRY		EUR		EUR		60		TR		All TR based reporting codes

				UGANDA		USD		USD		USD		90		UGABB		ABB Ltd., Kampala

				UKRAINE		UAH		EUR		EUR		90		UAABB		ABB Ltd., Kiev

				UNITED ARAB EMIRATES		AED		USD		USD		60		AEAUT		ABB Automation L.L.C., Abu Dhabi

						AED		USD		USD		90		AEFLC		ABB Industries FZ, Dubai

						AED		USD		USD		90		AEIND		ABB Industries (L.L.C.), Dubai

						AED		USD		USD		60		AETAD		ABB Transmission & Distribution Ltd., Abu Dhabi

				UNITED KINGDOM		GBP		GBP		-		60		GB		All GB based reporting codes

				UNITED STATES		USD		USD		-		60		US		All US based reporting codes

				URUGUAY		UYU		USD		USD		120		UY		All UY based reporting codes

				VENEZUELA		VEF		USD		USD		180*****		VEABB		Asea Brown Boveri S.A., Caracas

								***** due to CADIVI, reviewed regularly

				VIETNAM		VND		USD		USD		90		VNTRA		ABB Ltd., Hanoi

				ZAMBIA		USD		USD		USD		90		ZMPLS		ABB Ltd., Lusaka

				ZIMBABWE		USD		USD		USD		90		ZWPLS		ABB (Private) Ltd., Harare
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				Payment Conditions for Intra-Group Arrangements

				Group Holding Companies

				(subject to definition, review and approval by GF-GT)



				Reporting Code		Reporting Currency		Group Internal Import Currency		Group Internal Export Currency		Group Internal Payment Terms		Intra-Group Arrangement		Company Name

				ABBZH		CHF		-		LOC		30		ABB Trademark License Fee		ABB Asea Brown Boveri Ltd, Zurich

								-		CHF		30		ABB HQ Support Service Fee

				CHAMS		CHF		CHF		CHF		30		ABB Division/BU Management Fee		ABB Management Services Ltd, Zurich

				CHGPL		CHF		CHF		CHF		30		ABB IS License & User Fee/                   IS Services/Software Licenses		ABB Information System Ltd, Zurich

				CHTET		CHF		-		CHF		30		ABB Division/BU Technology License Arrangements		ABB Technology Ltd, Zurich

						CHF		CHF		-		60		R&D Costs

				AEAIM		USD		-		USD		30		ABB GD/LI 25		ABB Global Marketing FZ LLC, Dubai

				GGEQU		CHF		-		CHF		30		ABB MIP Charge-Outs		ABB Equity Limited, St. Peter's Port

				GGESP		CHF		-		CHF		30		ABB ESAP Charge-Outs		ABB ESAP Limited, St. Peter's Port
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CASH-IN-TIME PAYMETS OF GROUP INTERNAL INVOICES


1.
Background


This Appendix 3 sets out payment and settlement procedures aimed at improving internal payment cycles. The benefits of these procedures are a reduction of internal over-dues, a reduction in accounting cycle times, improved quality of accounting reconciliation, improved cash budgeting and a rapid resolution of payment disputes. The tool is a web application used for all cross-border and domestic invoices. The procedures are built on two pillars: a mandatory payment system (the “CIT Payment System”) and a mandatory settlement procedure for disputed amounts (the “CIT Settlement Process”).


2.
General Principles


2.1
An ABB company (the “Payee”) inputs its cross-border receivables (each a “Receivable Request”) on other ABB companies (the “Payers”) into the CIT Payment System for payment on the relevant settlement day (the “CIT Settlement Day”). 


2.2
Each Receivable Request shall be entered in the CIT Payment System by the Payee on the invoice date and no later than at least 25 days prior to the due date of such invoice.


2.3
ABB Capital B.V., Zurich Branch, (“the CIT Payment Center”) is responsible for providing ABB Group companies that use the CIT Payment System (the “Users”) with services enabling them:


· to receive payments from and to make payments to other Users


· to offset, where permitted by law, amounts payable against amounts receivable between Users.


2.4
The CIT Settlement Center is responsible for:


· facilitating the resolution of cross-border payment disputes between Users


· managing the funds transferred to a separate account (the “Suspense Account”) via the CIT Payment System


· administering a special dispute resolution database (the “Dispute Resolution System”)


2.5
The Arbitration Panel has the task of resolving cross-border disputes (see point 4. below) arising in the CIT Payment System which cannot be resolved within the specified time frame by the Users or their respective Country Controllers. Decisions made by the Arbitration Panel are final and binding.

3.
Payment Process


3.1
Rules and Procedures



For the CIT Payment System to work correctly it is imperative that Receivable Requests are made completely in accordance with the underlying agreement or order and that payment terms of such agreement or order are realistic from the perspective of legal, financial, practical and other circumstances prevailing in the countries concerned. Special attention must be paid to mandatory legal constraints with respect to payment procedures mainly in developing countries.


Each User agrees to abide by and observe all rules and procedures issued by the CIT Payment Center in connection with the operation of the CIT Payment System by the CIT Payment Center. A Netting Manual comprising detailed descriptions of the payment process will be made available to all Users and shall be adhered to by all Users. 


3.2
Fees

The CIT Payment Center charges and collects transaction fees from the Payer for each payment made through the CIT Payment System. The fees may be changed by the CIT Payment Center from time to time and are detailed in the relevant term sheet.

4.
Settlement Process 

4.1
Description of the Process

(Sections 4.1 c. to k. and 4.2 are not applicable to domestic sales, see point 4.3)

a. When a Payer disagrees with a Receivable Request, he may mark the payment as a discrepancy. The Payer and the Payee must try to resolve the discrepancy themselves in the first instance.


b.
If the discrepancy cannot be resolved, the Payer may flag the Receivable Request as a dispute no later than the specified cut-off date.

c.
Notwithstanding the setting of a dispute flag, the User must transfer the relevant amount to the CIT Payment Center for settlement and value not later than the relevant CIT Settlement Day. The dispute amount is transferred by the CIT Payment Center to the Suspense Account of the CIT Settlement Center which is also held with ABB Capital B.V., Zurich Branch, until resolution of the dispute. The funds remain the property of the Payer and will accrue interest for account of the Payer and until such time as the Country Controllers or the Arbitration Panel have set forth the distribution of the relevant funds.


d.
The CIT Settlement Center will first refer the relevant dispute to the respective Country Controllers for resolution.

e.
If the Country Controllers resolve the dispute, they must document their agreement in the Dispute Resolution System.

f.
If the Country Controllers cannot resolve the dispute at the latest by the Input Cut-Off Day of the third payment cycle following the payment cycle in which the Receivable Request was flagged as disputed, the CIT Settlement Center will  refer the dispute to the Arbitration Panel for resolution. The CIT Settlement Center shall notify the Payee and the Payer that the dispute has been referred to the Arbitration Panel.


g.
The Payee must prepare a short summary of his claim describing the facts relating to his Receivable Request and his arguments why the payment is due and enter it into the Dispute Resolution System. The Payer, in turn, shall prepare a corresponding summary containing his arguments for disputing the Receivable Request and enter it into the Dispute Resolution System. Both documents shall contain certain standard information as described in the Cash-in-Time documentation. These two documents, which shall be entered into the Dispute Resolution System within 14 days from the date when the Payee and the Payer have been notified of the referral of the dispute to the Arbitration Panel, will be sent by the CIT Settlement Center to the Arbitration Panel without delay. 


h.
The Arbitration Panel will make a final and binding decision based on the above documentation within 30 days of receiving the documentation from the CIT Settlement Center. In exceptional cases, the Arbitration Panel may require further documentation and/or proceedings for resolving the dispute. In such a case, the Arbitration Panel may postpone its decision for up to 30 days and/or refer the dispute for decision. When the dispute is resolved by the Arbitration Panel, the CIT Settlement Center will enter the decision into the Dispute Resolution System.


i.
The resolution of the dispute - by the Country Controllers or the Arbitration Panel - shall set forth the distribution of the relevant funds from the Suspense Account and the payment obligations of the relevant Users. This information will enable the relevant Users to enter into the CIT Payment System appropriate Receivable Requests using a special form (the “Receivable Template”) created by the CIT Settlement Center. In addition, the CIT Settlement Center will enter information into the CIT Payment System detailing the handling fees and the additional fees, if any, payable by one or both of the relevant Users.


j.
All payment obligations relating to the settled dispute shall be satisfied in full during the next payment cycle.


k.
In the unlikely event that a Receivable Request entered into the CIT Payment System would not be flagged as disputed and yet not paid, the CIT Settlement Center may - depending on the circumstances - treat such Receivable Request as disputed and refer it for resolution as described above. Failure to pay when a Receivable Request has not been flagged as disputed will also be dealt with pursuant to point 4.2 below. 


4.2
Other Amounts Payable

4.2.1
Handling Fees


A handling fee is charged for the use of the CIT Settlement Center's services. These fees cover the cost of the CIT Settlement Center and the Arbitration Panel. The CIT Settlement Center will charge a handling fee for every dispute flagged as well as for circumstances when the Payer does not transfer the entire amount of its payment obligations to the CIT Payment Center. The CIT Settlement Center will allocate responsibility to pay the fee among the Users concerned based on such Users degree of fault or the decision of the Arbitration Panel. 


The handling fee is payable in the invoice currency and calculated by reference to the value in USD equivalent of the disputed amount. The exchange rates, as defined in the ABB Accounting and Reporting Guidelines (A&RG) for the month of the original CIT Settlement Date for the disputed amount are to be used to calculate the values to and from USD.


The handling fees have been fixed as follows (all amounts are in USD):


		Disputed amount

		Base handling fee

		Plus % of amount over




		< 20,000

		1,000

		



		20,001 to 500,000

		1,000

		5% over 20,000



		500,001 to 1,000000

		25,000

		3% over 500,000



		1,000,001 to 7,000,000

		40,000

		0.7% over 1,000,000



		> 7,000,001

		82,000

		





The maximum fee is USD 82,000.


4.2.2
Additional Fees


Failure to observe the provisions of this Group Instruction will result in the assessment of additional fees and disciplinary action. Additional fees will be determined by the Arbitration Panel taking into account the degree of fault of the Users involved. When the Country Controllers resolve the dispute they may elect not to refer the dispute to the Arbitration Panel for fixing of additional fees.


In particular, the following actions are strictly forbidden:


· The omission of a User to pay the required amount as instructed by the CIT Payment Center for settlement and value not later than on the relevant CIT Settlement Day.


· Use of retaliatory or unjust invoicing.


· Unjust dispute flagging.

4.3
Special Rules Applicable to Domestic Sales 

Instead of sections 4.1 c. to k. and 4.2, the following rules apply to such sales:


Each country subject to the CIT Payment System with respect to domestic invoices is responsible for settling domestic disputes and needs to define its own dispute resolution process to be used. The resolution of domestic disputes is the responsibility of the Country Controller (or his deputy) in each country.


On each CIT Settlement Day, any disputed amount shall be transferred to a local suspense account or paid to the Payee, depending on how local Country Management has set up the domestic dispute process. The disputed amount will not flow to the suspense account of the CIT Settlement Center. 


Once the dispute is resolved, a resolution confirmation document is created transferring the domestic dispute to the “Resolved” status in the CIT Payment System, and the payment (together with any interest accrued) will be forwarded to the resolution beneficiary (where a payment is required to be made pursuant to the dispute resolution). 


5.
Set-Off


The CIT Payment Center and the CIT Settlement Center shall have the right to set-off, appropriate and apply amounts owing by them to any User against amounts owing by such User to the CIT Payment Center or the CIT Settlement Center as appropriate. 


6.
Term Sheet


A term sheet shall be sent to each ABB Country Holding that is subject to this Group Instruction. The term sheet shall be duly signed by each Country Holding. Furthermore, each Country Holding shall procure that the term sheet is signed by all ABB Group companies in the same country which are subject to this Group Instruction. 


 Countries participating in CASH-IN-TIME (Cross-Border Netting)

		Argentina


Aruba


Australia


Austria


Bahrain


Belgium

Bolivia

Brazil

Bulgaria


Canada


Chile


China


Colombia

Croatia

Czech Republic


Denmark


Ecuador


El Salvador


Egypt


Estonia


Finland


France


Germany

Greece


Hong Kong



		Hungary

India


Indonesia


Ireland


Israel


Italy


Japan


Jordan


Korea


Kuwait


Latvia


Lebanon


Lithuania


Luxembourg


Malaysia


Mauritius


Mexico


New Zealand


Netherlands

Norway


Oman


Panama


Peru




		Philippines

Poland


Portugal


Qatar


Romania


Russia


Saudi Arabia


Singapore


Slovakia


Slovenia


South Africa


Spain


Sweden


Switzerland


Taiwan


Thailand

Turkey

United Arab Emirates

United Kingdom

United States of America


Vietnam





Countries participating in Domestic Netting


		Belgium

China

Germany



		Norway

Spain


Sweden



		Switzerland

United Kingdom

United States of America








ABB Group 
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