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COMPLAINT
' Plainti_ff',_U.S. _S.e.'curit.ie.s and E_)_(_chang'le._Co.mlrr.lissiorI; (the ‘.‘Com_xﬁissior.l”),. alleges:
. SUMMARY
1. This action involvgs violations of the anti-bribery, books and recqrds, and
internal controls provisions of the federal securities laws arising from bribery and
kickback schemes at subsidia}ies of ABB Ltd (“ABB”). ABB, a Swiss corporafion, isa
global provider of power and autﬁmation products and services. From 1999 to 2004,
ABB, through a U.S. subsidiary and six foreign-based subsidiaries, offered and paid
bribes to government officials in Mexico to obtain and retain bus.i ness with government
owned power companies, and paid kickbacks to Iraq to obtain contracts under the United

Nations Oil for Food Program (the “Program™). In all, ABB’s subsidiaries made at least



$2.7 million in illicit payments in these schemes to obtain contracts that generated more
than $100 million in revenues for ABB.
2. ABB, through a U.S. subsidiary, violated Section 30A of the Securities
| Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. § 78dd-1] by offering and paying
bribes to Mexican government officials to obtain and retain business. ABB violated
Section 13(b)(2)(A) of the Exchange Act [15 U.S.C. § 78m(b)(2)(A)] by improperly
recording these and other illicit payments as legitimate business expenses iﬁ its books and
records. ABB violated Section 13(b)(2)£B) of the Exchange Act [15 U.S.C. §
_78m(b)(2)(B)] by failing to devise and maintain internal controls sufficient to Idcteqt and ;
prevent these il.Iic-it payments. | |
JURISDICTION
: .«.3. i Th15 court has jlll'lSdICHOﬂ over. thlS actlon pﬁrsuant to Sectmns 21((1)
'21(6), and 27 of the Exchange Act [15 US.C. §§ ?8u(d) 780(e) and 783&] ABB
d1rectly or mchrectly, made use of the means or’ mstrmnentahnes of 1nterstate comimerce,
of the mails, or of the facilities of a national securities exchange in connection with the
transactions, acts, practices, and courses of b_usiness,alléged in this Complaint.
VENUE
4. . Venueis apprbpriate in this Court under Section 27 qf the Exchange Act
[15U.S.C. § 78aa]. ABB doels business in this judicial district and certain acts o-r
transactions constituting the violations by ABB occurred in this district.
DEFENDANT
5. ABB Ltdisa Swi.ss corporation headquartered in Zurich, Switzerland.

ABB is a global provider of power and automation products and services that operates



through hundreds of subsidiaries worldwide. ABB’s American Depository Shares have
been registered with the Commission pursuant to Exchange Act Section 12(b) [15 U.S.C.
§ 781(b)] since April 4, 2001, and trade on the New York Stock Exchange under the
symbol “ABB.”"!
RELEVANT ENTITIES
6. ABB Inec. is a wholly owned U.S. subsidiary of ABB Ltd that is
incorporated in Delaware.
7. ABB Network Manage'nient (“ABB NM?”) is a Sugar Land, Texas based
| business unit of ABB Inc. ABB NM provides products and services to electric utilities
for managmg power generatron and transmlssmn networks |
o : 8 ABB Near East Tradmg Ltd is a 95% owned subsudlary of ABB Ltd
: Jordan (“ABB J ordan”) whlch 1s a wholly owned sub51d1ary of ABB Ltd
9: +° ABB Automatmn, ABB Industne AC Machmes, and ABB Solyvent-—
' Ventec (bol_lectively _referred to'as “ABB F ran_c'e"’)', are each th}ily'- o_'wned French

subsidiaries of ABB Ltd. ABB Ltd sold ABB Solyvent-Ventec effective January 31,

2002. |

10. ABB AC Vienno Austria (“ABB Austria”) is a wholly owned subsidiary
of ABB Ltd. | -. N

11.  ABB Elektrik Sanayi AS (“ABB Turkey”) is a wholly owned sobsidiary
of ABB II_,td-

: In 2004, in a settled action the Commission filed against ABB, the Court, in addition to other
relief ordered, enjoined ABB from violating the anti-bribery, internal controls, and books and records
provisions of the Exchange Act. SEC v. ABB Ltd, No. 1:04CV01141 (D.D.C. November 30, 2004) (RBW).
The violations alleged in that action involved four ABB subsidiaries located in the U.S. and abroad that,
from 1998 to 2003, made over $1.1 million in illicit payments to obtain business in Nigeria, Angola, and .
Kazakhstan. The violations alleged in this Complaint were not the subject of that prior action.



FACTS
L The Mexican Bribery Scheme
12.  ABB Network Management (“ABB NM”) is a Sugar Land, Texas based
business unit of ABB Inc., a US subsidiary of ABB Ltd, which provides products and
services to electric utilities for managing power generation and transmission networks.
ABB acquired ABB NM, formerly known as Bailey Network Management, in its
corporate acquisition of Elsag Bailey Process Automation N.V., in early 1999.
- Between 1997 and 2004, ABB NM and 1ts corporate predecessor pald over $l 9 mllhon
in bribes to government ofﬁcnals ancl others in Mexico to obtain and retam busmess w1th
two govemment owned electrlc otxiltles Com;snon cheral de Etectnmdad (“CP;E;’) an(t
. Luzy Fuerza clei Centro (“LyF Z”) The brlbes were funneled through Mexwan Company .
X;ABB NM’s agent in Mex1co and two other compames in Mexwo Intermedlaxy ok
Compahy S and Intermediary— Company -O:. ABB,--which.'fa-iled to co_ndtxct any du'e'-' : L,
diligence on the use or payments to this agent and other companies, improperly recorded
tlre illicit payments on its books as payments for commissions and services on the
projects. As a result of this scheme, ABB NM was awarded contracts wt'th CFE and
LyFZ that generated over $90 million in revenues and $13 million in profits _for ABB.
- 13.  CFE is a utility owned by the govemment of Mexico that supplies
electricity to over 26 rrlillion customers in Mexico. The offer and payment of bribes to
government officials at CFE dates back to at least 1997, prior to acquisition by ABB, and

involved a project called SITRACEN. The SITRACEN contract involved a

comprehensive upgrade of networking systems at CFE’s national control center, the



emergency backup control center, eight area control centers, and eight subarea control
ceﬁters. At the time ABB NM’s predecessor was bidding on this contract, it agreed to
pay bribes to CFE officials to obtain the contract. CFE aWar__ded the contract to ABB
NM'’s predecessor in December 1997. The project lasted through 2001 and generated
more than $40 million in revenués for ABB.

14. From 1997 through 2001, ABB NM (and its predecessor) made at least
$913,876.70 in illicit payments in connection with the SITRACEN project. The bribes
were paid through Mexican Company X and Intermediary Company S, and falsely
recorded in ABB’s books_ as payments for commissions and __l_qc,al services. ABB NM
paid at Jeast $168,000 to CFE officials or thelr de'signeé's'.t'hn—)ulgh Mexiéan Corﬁpany X,
h _ai_id'paid at least another $805,876t0CFEOfﬁcxals Qf.‘:.‘th\r_i?ir de_s-igﬁees”thrquh _ 1 [

\Imcrmedia;ycémpanys‘ ot p W B, b Y

T 5. In2003, ABB NM agreed to pay over $5 million in bﬁbes to CFE officials

to obtain a contract with CFE for another large prd.ject called EVERGREEN. o R
EVERGREEN was a contract to maintain énd upgrade CFE’s networking systemé. ABB
NM agreed to pay the bribes to CFE officials over the course of the contract through
phony invoices submitted by Mexican Company X, Intermediary Company S and -
Intermediary Company O. |

o 16.  ABB Inc. had to obtain approval from ABB to execute the EVERGR.EEN
contract due to the c_qntract’s size and certain contractual. terms. During that approval
- process, ABB failed to conduct any due diligence on the use or payment terms with the

local agent, Mexican Company X, or other companies to be used in connection with the

project.



17‘. In October 2003, CFE awarded ABB NM the EVERGREEN contract.
The project lasted through 2007, and ultimately generated approximately $37 million in
revenues for ABB. As part of the bribery scheme, ABB NM also was awarded other
~ smaller contracts with CFE and énother government owned utility, LyFZ. |

18. In2003 and 2004; ABB NM paid at least $984,078 in bribes to CFE
officials or their designees in connection with the EVERGREEN project. The i)ribcs
were paid through Mexican Company X, Intermediary Company S, and Intermediary
Company O, which submitted invoices to ABB NM for phony local services. Despite the
amount and_ volume of the payments, and the fact that certain 6f the _payments were méde
not.t(.) .thc éﬁmpﬁnies submitting invoices but.to th_e -persoﬁe;i bank accounts of A
. ind.ivi'd'u_a_ls, ABB failéd to-con-c_l_u_tg_t_ anyrevlew of thescpaymcnts :';-

| Examples of the mmt P:;y;;énés_- o .

‘19.  ABB NM funneléd briﬁery p;;]ymems to CFE ofﬁeials-';hmugh .i'.t.s,._ag-en.fl in
Mexico, Mex1can Company X Wlth the SITRACEN prOJect, ABB NM furmcled the S
bri_bes through Mexican Compa.ny X as purported conim_ission payments. With the
EVERGREEN contract, ABB NM funneled the bribes through Mexican Company X as
.purported payments for local services, for_ which Mexican Company X s.ubmitted phony
invoices to ABB NM. At times, principals of Mexican Company X paid.cas}.l. bl_'lbes
directly to CFE officials and at other times wrote checks or wired money to mdividuals or
accounts designated by the CFE officials. The following are examples of the illicit
payments: |

20.  As part of the bribery scheme, in 2000, a principal of Mexican Company

X issued twelve $9,000 checks from a U.S. bank account to the daughter of a CFE



official. The checks \;vere deposited into an account in her name at a financial institution
in the U.S.

21. Aspartof the bribery scheme, in 2004, p_riﬁcipals of Mexican Company
X, in a series of transactions, wired from their U.S. bank accouht $197,581toa U.S.
brokerage account designated by- a CFE official. At least $99,912 of this money was
su_bsequentiy wired from this U.S. brokerage account to a U.S. bank account in the name
of a daughter and son-in-law of a CFE official.

22, As part of the bribery schf;me, in 2004, a principal of Mexican Company
.X, through a series of transactiqns, witl'_xd-rew_ approximately $27,0QO _.in _cggh _fmm_his_- )
personal bank a.(-:couhts, and paid apProxin_lately_ $20,000 -of thls CaSﬁ toa CFEofﬁcml n
' H_buéton, Texas. | | e - Fub s

. 23._____ As pgrt_._of thf?_.l_:»_:rib_.c‘.;y _sbl}cfnc_.,' in 2004, Mcxxcan CompanyXSmelﬁed a
$25,000 invoice to ABB NM':'.f(i'}r pﬁi‘portcci .l'o_call s_ervi'c-es, whi?:h ABBNMpald Thls
invoice was fraﬁdulcnt as Me)ucan Corﬁpahy X _haﬁ prOVLded nosuchserv1ces _. The o
invoice was submitted at the direction of ABB NM in order to pay for a Mediterranean
cruise vacation for two CFE officials and their wives. -

24.  Aspartof thé bribery scheme, in 2004, Mexican Company X submitted a
$10,000 invoice to ABB NM for purported local services, which ABB NM pald | This
invoice was fraudulent as Mexican Company X had provided no such services. The
invoice was submitted at the direction of ABB NM in order to reimburse Mexican
- Company X for a cash bribe paid to a CFE official.

25.  Additionally, as part of the bribery scheme, from 1998 through 2004, ABB

~ NM paid Intermediary Company S at least $1,074,676 in connection with the



SITRACEN and EVERGREEN projécts, and in 2004, paid Intermediary Company O at
least $403,200 in connection with the EVERGREEN project. These two entities
submitted phony invoices to ABB NM, through Mexican Company X, for putportf‘:d
services rendered. These éntities provided no legitimate services to ABB NM. These
payments were part of the schcnie to funnel bribes to CFE officials.

26.  For example, in March 2004, Mexican Company X received invoices from
Intermediary Company S and Intermediary Company O for $218,000 and $327,600,
respectively. Mexican Company X forwarded these invoices,_ with payment instructions,
to ABB NM. ABB NM paid f_._he invoices by wiring funds to Intgrmcdiary Company_ S’s
bank account in Germany, and\. to Inteﬁﬁgdiafy Corﬁpéﬂy Os-s- banl% accoun-t” i'n: Mex1co
._'Sh'drtl_y _t_hereaﬁer; Intermedlary Company S w1red$29,539 from its___é'cqquri_tl mGermany g

. toaU.S. bank ac_c_éu_nt of aﬁ. pfi_if._&t_é rmhtaryschool in Wisconéin, to paytultxonforthe son _
" of a CFE offiial, and wired an additional $10,018 directly to a USS. bank account of
anbt_hef CFE official. o "o o NP
Kickbacks To The Formef General Manager of ABB NM

27.  In connection with the bribery scheme in Mexico, the principals of
Mexican Company X paid more than $IO¢OOO in kiékbacks to the formér general
manager of ABB NM. Some of the kickbacks were in cash, while others were“ l;aid by
check. During the period 2002 through 2004 alone, the principals of Mexican Company
‘X delivered to the former ABB NM general manager at least 24 checks totaling
$108,942. At the general manager’s direction, the payees on these checks included the

general manager, his family and friends, and his credit card company.



IL The Embezzlement Scheme at ABB NM

28. Between 2002 and 2004, thc former general mzinager of ABB NM and Ali
Hozhabri, a former project manager for ABB NM, embezzled $468,714 from the
company. They carried out the schéme by requesting and authorizing cash and check
disbursements to pay fictional e)%peﬁses on contracts ABB NM had with Itaipu
Binancional (“ITAIPU”), an entity owned by the governments of Brazil and Paraguay
that operates a hydroelectric dam, and with Abu DhaEi Company fbr Onshore Oil
Operations (“ADCO”), a division of a g(;vernmcnt owne&'company that provides _
electrical power in the United Arab Emirates.

The ITAIPU Contract '

29, In2000, as a result of a corporate acquisition by ABB, ABB NM assumed.

_performan(_:p- ofa $6.9 miliion_coptr_z_igi_td . p_rbvidé .pfoducts and servlccs to ITA] PU -
.-Betw_egn -2002 énd 2004, the' foﬁhér’ 'gt;ile,ra_l,mana'g'-ér of ABB NM and ﬁé?habrli- =
.embé'zzled ﬁearly $330;[500 i.n;cc’)nn.ect-ic.m Witlll-th.e ITAIPU -éloﬁ..trac.t.'-_. R

30.  Under that contract, ABB NM was permitted to adjust previously
submitted invoices to ITAIPU to account for inflation adcording to a formula specified in
the contract. At the gencraj manager’s direction, Hozhabri, the proj-e(_:t manégér on th§:
- contract, prepared and submitted to ITAIPU approximately $330,000 in “readj ustment” .
invoices. When ITAIPU paid ABB NM on these invpices, Hozhabri then submitted |
fraudulent requests to ABB NM for disbufsements to pay fictitious expenses associated
~ with the ITAIPU contract. The disbursement requests identified the expenses as
“commissions” or “local works.” The general manager then authorized ABB NM’s

controller to approve these disbursements so that Hozhabri could take cash to Brazil to



pay these purported local expenses. The money was not used to pay local expenses in
Brazil, but instead was split betvreen the general manager and Hozhabri and kept for their
personal use. |
The ADCO Contract

31. in 2000, asa result of the same corporate acquisition by ABB, ABB NM
assumed performance of a $5.9 million contract to provide pro.ducts'and services to
ADCO. .Hozhabri also was the ABB NM project manager -on this contract. In 2t)02 and
2003, ABB NM’s former general manager and Hozhabri embezzled approximately
$145,800 in connection with this contract. |

3. The ADCO contract had vanous change orders through which ABB NM
-_ provrded addltlonal products and semces to ADCO ABB NM through an ABB
subsrdlary in Abu Dhabi, submltted mvorces to ADCO for these change orders. _When
ADCO paid certain of these invoices, Hozhabn at the general manager S drrectlon
submitted ﬁaudulent requests to ABB- NM-for cash and che'cks to-paj«‘ phouy -
“subcontractor fees” in connection with those change orders. The ABB NM general
manager then authorized the ABB NM controller to approve these disbursements so that
'‘Hozhabri could take cash to Abu Dhabi to pay these purported subcontractor fees. The
money was not used to pay local subcontractors in Abu Dhabi, but instead was split

between Hozhabri and the general manager and kept for their personal use.
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IIL. The Oil for Food Scheme
A. Backgrdund on the United Nations Oil for Food Program

33.  The Oil for Food Program was intended to provide humanitarian relief for
the Iraqi population; which faced severe hardship under the international trade sanctions
that followed Iraq’s 1990 invasién of Kuwait. T hé Program permitted the Iraqi
government to sell its crude oil and use the proceeds to purchase food, medicine, and
critical infrastructure supplies.

34.  The proceeds of the oil saies were transferred directly from the buyers to
an escrow account (the “U.N. Escrow Account™) maintéined- in_ New York by the United
Nations 661 Co.mmittee- Funds in the U.N. Escrow A-ccmi-r;t .\'J.vc:.'c_a{fail'ai:.tlé"folr.'t-hhe |
ﬁﬁr.c_has_e of humamtarlan supphcs, subject to UNapproval and supemsmn The mtent _
of this.stguc_:_t;i:g was to pre_Veht, the proceeds of h]ra:q’s:__(;rut.:-[.e.(;il-SE;!éS fmmlmdermmlng _
the sanctions regime by supplymg ca’sh:t'o Saddam Hﬁssein.I - |

35. | Corrupt.i(;r-l. wéé- rampant within ihc Progmm Bynmd-2000,lraq1 L
ministries, on the instruction of top government officials, instituted a policy requiring
suppliers of humanitarian goods to pay a ten percent kickback on each contract. This
(“ASSF”); however, no services were provided. Suppliers competing to obtaiﬁ contracts
under the Program were encouraged to include a ten percent markup in their bids or
purchase orders.

36.  The inflated contract prices were incorporated into the Oil for Food
cbntracts as a way to permit the suppliers to recover from the U.N. Escrow Account the

kickback payments they had paid secretly to Iraq. Following the 2004 release of a report
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by the U.S. General Accounting Office exposing some of the abuses, the U.N.
commissioned an independent inquiry committee, headed by former Federal Reserve
Chairman Paul Volcker (the “Volcker Committee”), to investigate the Program’s
performance. That committee’s October 27, 2005, final report estimated that the Iraqi
government had diverted $1.7 bi.llion in illicit income from the Program.
B. ABB’s Involvement in the Oil for Food Program
37.  From approximately 2000 to 2004, ABB participated in the Oil for Food
Program through six of its subsidiaries: ;%BB Ltd Jordan (“ABB Jordan™), ABB |
: Automation ABB Industrie AC Machines. and ABB Selyvent-Ventec (coilectively
referred to as “ABB France”), ABB AG (“ABB Austn ’) and ABB Elektrlk Sanay1 AS |
' - (“ABB Turkey”) The 31x sub51d1anes developed varlous schemes to pay secret
. -klckbacks to Iraq in order to obtam eontrects The klckbacks were characterlzed as after
‘sales service 'fees but in reahty they wer_e_not_lneg more than_b_nbes 1da1_d to the Iraep |
'}eg-ime. |
38.  Kickbacks of apﬁmximately $810,793 were paid in connection With the
subsidiaries’ sales of goods on twenty-seven contracts with promises to pay additional
kickbacks of $239,501 on three other contracts. The total revenues on the contracts were
approximately $13,577,727 and profits were $3,801,367. ABB improperly dieg“uised the
ASSFs on its books and records by nﬁscharacterizing them as legitimate after sales |
services, consultation costs or commissions.
ABB Jordan
39.  ABB designated ABB Jordan as the entity with authorization to facilitate

sales to Iraq for ABB subsidiaries. ABB Jordan paid kickbacks to Iraq on various ABB

12



Jordan contracts, as well as on contracts awarded to other ABB subsidiaries. In
particular, from approximately August 2001 to June 2002, ABB Jordan paid illicit ASSFs
of approximately $309,484 in connection with eleven ABB Jordan contracts for the sale
of switchyard equipment to the Iraqi. Electricity Commission and the Commission’s
regional company, the Baghdad Mayoralty, all government entities.. ABB Jordan also
agreed to pay a 10% ASSF on one other Oil for Food contract but the U.N. had ABB
amend the contract to remove the ASSF amount before it was paid.

40. Inearly 2001 the General ‘Manager of ABB’S Baghdad office began
receiving repeated verbal and written requests from officials wi.’thin the Iragi government

for the payment of 10% fees on all OII for Food contracts In March 2001 the Baghdad

g General Manager and an ABB Jordan employee traveled to Zurlch Sw'ltzerland to meet

: wlth ABB s Group Export. Control (“GEC”) about the payment demands The GEC was
the ABB group responmble for monitoring all exports to Iraq ABB employees who |
"> - iraveled fo Zurighin 2001 alleged that GEC authorized them o pay the kickbacks. GEC .
personnel, however, alleged that no such approvals were provided. After the GEC
approvals were allegedly obtained, the ABB Jordan employees inflated their Oil for Food
eon_traet bids by approximately 10% to cover the cost of the kickbacks they intended to
pay to Iraq. The artificially inflated contracts were then provided to the UN for approval.
At no time did ABB notify the UN that it was secretly paying ASSFs to Iraq. Proof of
the payments was found in certain ABB documents. For example, ABB Jordan’s internal
project costs documentation referred to the kickbacks as legitimate costs for “after sales
services,” “consultation costs” or “training.” ABB Jordan used bank guarantees to make

the first two ASSF payments to the Baghdad Mayoralty.
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41.  The subsequent nine ASSFs were paid in cash and hand delivered by the
General Manager of ABB Jordan to a designated official at the Iraqi Electricity
Commission. ABB Jordan received written receipts of the kickbacks paid in cash to the
designated official. ABB Jordan’s profits from all twelve contracts, including the |
contraet where a kickba_ck was promised but not paid, were $970,276.

ABB France

42. From approximately 2000 to 2002, ABB France entered into six contracts
for the sale of electrical accessories and equipment to the Iraqi Electricity Commission
and the Ministry of Industry and— Minerals in .which- kjckbacks .of approximately $244 844
were paid. ABB France used French Agent aF rench company headquartered in Parls as |
its local agent in Iraq to facﬂltate each of the sales The French Agent subrmtted tender )
. _offers.on behalf of ABB F rance and negotlated-contract terms wﬂ.h the Iraqx.customers
The use of the French Agent v1olated ABB’s internal pollc1es and procedures which |
requ1red all contacts Wlth Iraq to be handled by ABB J ordan The Jordan ofﬁce was the
only ABB subsidiary authorized to deal with customers in Iraq, and agents could not be
used unless specifically authorized by ABB Jordan. ABB’s company policy also
required all contracts with Iraq to be reviewed and approved_hy GEC in Zurich,_ _

Switzerland. Despite this, there 1s no indication that ABB France ever approached.G‘EC
for approval of any of its O1l for Food contracts. In addition,-ABB could not locate any-
~written agency agreement with the French.Agent, and it could.not substantiate the
performance of any legitimate business services by the French Agent. Records show that
ABB France paid the French agent commissions of anywhere from 2.5% to 17% on the

Oil for Food contracts, with an average commission of 9%.
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43.  An April 2002 receipt shows a payment of $10,000 by ABB F rance to the
Iraqi Commission of Electricity in connection .wit-h a 2001 OFFP contract. In connection
with another 2000 OFFP contract, a July 2000 handwritten internal document references
a payment of 20,000 euros, and described the payment as a “10% commission for the
Iragi government.” The document was likely prepared by ABB’s former area sales
manager for ABB France.

44.  From approximately March 2000 to at least February 21, 2002, ABB
France used the French Agent asa distrihutor to-facilitate ﬁve additional contract sales to
Iraq. The French Agent purchased goods directly from ABB France for its own account.

The French Agent in turn, then sold ABB France S products to Iraq and subxmtted its

own mﬂated contracts to the U N Thus ABB France ‘was no longer the party named W25, 3 &= »yu

‘the mﬂated contracts.to the U N .As a result ABB wes able to move 1ts goods Into Iraq, s
" but keep 1tself dlstanced from any mvolvement in the ASSF scheme The French Agent
paid kickbacks of approximately $92 805 on the contracts. ABB France pald the French
Agent fees through the use of performance bonds and bid bonds on the contracts that.
equaled approximately 10% of the contract value. The French agent used these
additional payments froxn ABB .Fran-ce to pay kic.kbacks to Iraq. Altogether, ABB France
obtained profits of $768,584 on the eleven contracts. i
“ABB Austria
45.  ABB Jordan also facilitated kickbacks paid on behalf of ABB Austria.
- From approximately 2000 to 2002, ABB Austria entered into three contracts for the sale
of electronic and switchyard equipment to the Iraqi Electricity Commission in which

kickbacks of $3,865 were paid. ABB Austria submitted the contract bids to Iraq on

15



behalf of ABB Utility Automation GmBH, (“DEUTA”), a German subsidiary of ABB
Ltd. DEUTA prepared the bids for ABB Austria, which then forwarded them to ABB
Jordan. The ABB Jordan employee responsible for submiﬁing the DEUTA bids to Iraq
acknowledged that paymeht of a 10% surcharge was the prevalent practice in the market
and that ABB was told that if it did not pay kickbacks it would not get any business from
Iraq. The employee acknowledged that a 10% increase between the bid and purchase
order price on one ABB Austria contract could have related to an ASSF fee to Irag. ABB-
Austria’s profits on the three contracts were $8,386.

ABB Turkey

46. Slrmlar to Austrla ABB Jordan faclhtated klckbacks pa1d on behalf of

| _ABB Turkey Frem appre)umately 2001 to 2002 ABB Turkey entered mto two con{racts:___ 2oi e D,

- with the Mlmstry of 011 Economlcs and Fmance Department (“MOEFD”) on Wthh
klckbacks of $1 59 795 were pald After ABB Turkey subrmtted bldS for contracts Iraql | . |
officials would demand that kickbacks be added to the price of the contracts. ABB :
Turkey was notified that it would not receive any contracts if it did not agree to the .
kickback scheme. The secretly inﬂated contract prices were submitted to the UN for
approval. There are two April .2001 side agreements, signed by ABB Turkey, to pay
kickbacks to the Iraqi North Oil Company in connection with the MOEFD contracts
described above. There are additienal side agreements signed by ABB Turkey, in which
ABB Turkey authorized, but did not pay, $239,501 in improper ASSF payments in
connection with three additional contracts.” Despite the fact thet ABB Turkey had

entered into written side agreements to pay the kickbacks, ABB Turkey sent a letter to the

: Because the sale was not completed and the ASSF was not paid by the time of the U.S. invasion of
Iraq in March 2003, the UN required that ABB Turkey amend its contract price to remove the ASSF.
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Voleker Committee on September 1, 2005, indicating that “[w]e have gone through our
records and reviewed eur files, and our findings show no unauthorized payments to the
Iraqi government under the scope of this programme.” ABB Turkey’s profits from all
five contracts were $2,052;121.

IV. ABB Committed Anti-Bribery, Internal Controls, and Books and Records
Violations

47. ABB, through its U.S. subsidiary, made millions of dollars in illicit
payments and promised payments, either-directly or indirectly, to Mexican government
officials to obtain or r&ain business. ABB made' use of U.S. mails and interstate
commerce to caity out the schem;e- X | | |

48. . In connectlon wnh all of the illicit payments in Mexmo and Iraq, and the :
- | pafnl-eﬁ‘;s fhet -\Ivere paﬁ of the ‘embez.zlement scheme ABB falled to make and keep g
accurate books recorde and eccounts The.brlbee- and ether ‘Ithlt payments .we.re o
i_mpmperly recorc_:le_d as l_eg_.lt_lmate:commms_iens-or other expenses in ABB’S-books and - '-‘
records. | | |

49.  Moreover, as e\}idenced _b.y the extent and duration of the illicit payment.é
to foreign officials, the large number of ABB subsidiaries involved in these bribery and
kickback schemes, ABB’s kﬁowledge from the pfior Commission action of illicit
payments by'other ABB subsidiaries, the imj)roper recording of millions of dollars of
illicit payments in ABB’s books and records, ABB’s failure to detect these irregularities,
and ABB’s failure to conduct sufficient due diligence on local agents and others, ABB
failed to devise and maintain an effective system of internal controls to prevent or detect

these anti-bribery and books and records violations.

.



CLAIMS FOR RELIEF

FIRST CLAIM
(Anti-Bribery) B
[Violations of Exchange Act Section 30A]

.50- Paragraphs 1 through 49 are re-alleged and incorporated by reference.

51. | As described above, ABB, through its agents and subsidiaries, corruptly
offered, promised to pay, or authorized illicit payments to one or more persons, while
knowing that all or a portion of those payments would be offered, given, or promised,
directly or indirectly, to foreign officials for the i)urposes of influencing their acts or
decisions in their ofﬁéial capaCify; inducing them to do or (_imit to do actions in violation

of their official duties, securing an improper advantage, or inducing such foreign officials .

to use their influenice:with 4 foreign government or instrurentality thereof to assist ABB- " '

“in obtaining or retaining business.

52 By réasoﬁ (_).f the fc_)rggq_ing', ABB _\_.r_iollgte__d,_ and unless er}j()_inéd w111 :
continue to Qi‘c:)late,'. the 'anti-bribexl'j! prbxlkisions of Section 30A of the Exéhange Act [15 -
U.S.C. § 78dd-1].

SECOND CLAIM |

(Books and Records ) _
[Violations of Exchange Act Section 13(b)(2)(A)]

53..  Paragraphs 1 through 49 are re-alleged and incorporated by reference.

54. As dcscribed.above, ABB, through its officers, agents and subsidiaries,
failed to accurately and fairly reflect its transactions and dispositions of its assets by
inaccurately recording numerous iliicit payments as legitimate business expenses.

55. By reason of the foregoing, ABB violated Exchange Act Section

I13(b)(2)(A) [15 US.C. § 78m(b)(2)(A)].
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THIRD CLAIM

(Internal Controls)
[Violations of Exchange Act Section 13(b)(2)(B)]

56.  Paragraphs 1 through 49 are re-alleged and incorporated by reference.

57. As described aone, ABB, through its officers, agents and subsidiaries,
failed to detect and prevent tﬁe illicit payments revealing a lack of effective internal
controls sufficient to provide reasonable assurance that: (1) transactions were executed in
accordance with management’s general or specific authorization;-and (i1) transactions
were recorded as necessary to permit preparaﬁon of financial statements in conformity
with generally écc'epted é&cOun’;ing brinciipleé or any chér criteria applicéble to'l such o
.‘ $tafem§f}t$> and to maintain accountablhty _er its 'c_'.;s_:slét.s. B -’

EN . B'y- reasonofthe fdr_e_g_zoin.g',___'ABB:_.v.ii::ﬂ_-z:t.te(.:i_E'_,._)i;:ha.l}gfe Act Sect':iqn ._
13(5)(2)(3)’ [15US.C. -§"78n‘1(l:.>)(2)'(l?..).]|. | N

PRAYER FOR RELIEF

WHEREFORE, the Commission respectfully requests that this Court enter a final
judgment:
| (a) pemlanéntly restraining and enjoining ABB from violating Exchénge Act
Sections 304, 13(b)(2)(A), and 13(b)2)(B);

(b)  ordering ABB to disgorge .ill-gotten gains together with prejudgment
interest thereon receivéd in connection with the conduct alleged in this Corﬂplaint;

(c) ordering ABB to pay a civil penalty pursuant to Exchange Act Sections

21(d)(3) and 32(c) [15 U.S.C. §§ 78u(d)(3) and 78ff(c)]; and
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(d)  granting such other and further relief as is just and appropriate.

Respectfully sﬁbmitted,

ey 75, i

Cheryl J. Scarbpfo (DC Bar No. 422175)
Scott W. Friestad

Tracy L. Price

Brian O. Quinn

Denise Hansberry

Tonia J. Tornatore

Securities and Exchange Comrmssmn
100 F St., NE -

' Washmgton, DC 20549- 5030

Tele: 202-551-4403

 Fax: 202-772-9286

Dated: Bphmber 29,2000
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