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VASTERAS, Sweden, Aug. 10 /PRN/ -- The board of directors 
of ASEA AB, Vasteras, and BBC Brown Boveri Limited, Baden, 
Switzerland, today announced an agreement for a merger combining the 
operations of the two groups. 
    Effective Jan. 1, 1988, a new operating company named ASEA BROWN 
BOVERI will be formed, owned jointly by ASEA and BBC on a 50:50 
basis.  Both parents will appoint an equal number of members to the 
board of directors of the new company and two co-chairmen.  The two 
parent companies will remain listed companies with boards and 
shareholders as before the merger.  The national profiles of the two 
parent companies are maintained. 
    ''The merger between ASEA and BBC Brown Boveri will create a new 
worldwide industrial group which will be leading in a number of     
business areas,''commented the two chairmen, Dr. Curt Nicolin, ASEA, 
and Dr. Fritz Leutwiler, BBC Brown Boveri, in a joint statement. 
''Both companies complement each other in technology, product lines 
and market coverage.  The merger will result in a very strong group, 
and the combined resources for R&D give new opportunities for 
expansion in different parts of the world.  We consider the 
agreement an important contribution to strengthening European 
industry.'' 
    The new operating company will have about 160,000 employees and 
a turnover of approximately CHF 24 billion or SEK 100 billion. 
    ASEA Group earnings before extraordinary items and taxes were in 
1986 just over SEK 2.5 billion; those of the Brown Boveri Group were 
CHF 213 million.  In the future the new combined group is expected 
to achieve substantially improved profitability through synergies. 
    The new operating company will be created through an exchange of 
assets for shares.  The shares of the new-formed operating company 
will not be listed. 
    ASEA and BBC will contribute substantially all their assets in 
exchange for equal voting rights.  As an integral part of the 
merger, Brown Boveri will propose to its shareholders an equity 
issue. Together with outstanding convertible debt and warrants this 
will contribute some CHF 800 million to the new company. 
    ASEA will keep its minority stockholdings in Electrolux (10 
percent of the capital, 49 percent of the votes), SILA (13 percent 
of the capital) and ESAB (42 percent of the capital, 49 percent of 
the votes), as well as its fully owned Skandinaviska Elverk 
(Utility) and Hagglund & Soner. 
    (US $ 1.00 = 6.56 SEK)-(US $1.00 = 1.56 CHF) 
     
    FACTS ABOUT BBC BROWN BOVERI AND ASEA GROUP 
    BBC Brown Boveri Limited 
    BBC Brown Boveri Group order bookings totaled in 1986 CHF 11 
billion (SEK 46 billion) and sales CHF 13.8 billion (SEK 58 
billion).  Earnings before extraordinary items and taxes were CHF 
213 million (SEK 900 million).  R&D expenditures amounted to CHF 
1,095 million (SEK 4,600 million), capital expenditures in plant and 
equipment were CHF 560 million (SEK 2,350 million). 
    BBC Brown Boveri, founded in 1891, is one of the leading 
electro-technical companies.  It is represented in over 150 
countries and has presently 94,000 employees (22,000 outside 
Europe).  Group headquarter is in Baden, Switzerland. 
    Twenty-five percent of Brown Boveri's business is each in power 
generation and power distribution (including power lines).  The 
other 50 percent of the business comprise important activities in 
transportation, standard products (especially low voltage 
apparatus), electronics (information technology, broadcasting 
transmitters), measurement and control, industry applications (for 
mining, metallurgical, cement, printing, chemical, oil and gas 
industries), electrical drives and installation.  BBC is also active 
for example in water treatment and has an important position in 
supercharging. 
     
    The ASEA Group 
    In 1986, ASEA Group order bookings totaled SEK 47 billion (CHF 
11.2 billion) and invoiced sales totaled SEK 46 billion (CHF 11.0 
billion).  Earnings before extraordinary items and taxes were SEK 
2.5 billion.  R&D expenditures amounted to SEK 1.5 billion.  Another 
SEK 4 billion were invested in property, plant and acquisitions. 
    The ASEA Group has some 350 companies and is represented in over 
100 countries.  The group has 71,000 employees with approximately 
20,000 outside the Nordic countries.  ASEA was founded in 1883 and 
has its headquarters in Vasteras. 
    Equipment for power generation and transmission/distribution 
accounts for about 1/3 of the group's invoicing and a major part is 
in high voltage transmission. 
    ASEA's products for industry are highly concentrated on 
automation and process control.  ASEA is one of the world's leading 
manufacturers of industrial robots.  Standard and semifinished 
goods, service and installation are other business segments as well 
as financial services and trading. 
    The Flakt Group, in which ASEA has a 50.4 percent holding, is 
one of the world leaders in air handling and pollution control. 
    Background and strategy 
    The electrotechnical industry is in most markets characterized 
by stagnation or slow growth.  At the same time, the need for highly 
qualified research and development is growing.  In addition, the 
demands for local production are increasing in many countries.  The 
intended merger aims at improving profitability, expanding 
internationally and better utilizing new technology. 
    ASEA and BBC are both technology-oriented companies with great 
similarities in their business segments.  Both companies are active 
in Power Generation, Transmission and Distribution as well as 
Transportation Equipment, Electronics, Automation and Industrial 
Equipment.  The two companies also have broad programs for Standard 
Products and Semifinished Goods, as well as Installation and Service 
Businesses in many countries.  In addition, ASEA has a majority 
shareholding in Flakt, an Air Handling and Pollution Control Group, 
and a Financial Services Group.  BBC is also large in Power Line 
Construction, Instrumentation and Supercharging. 
    ASEA and BBC with their home markets in the Scandinavian 
countries, in Switzerland, the Federal Republic of Germany, Italy 
and Austria complement each other.  The merged company will have 2/3 
of its total business in Europe and will be well established within 
the Common Market.  With its European home markets and increased 
presence overseas the new company plans to expand in North America 
and Asia. North America today represents 10 percent of the combined 
sales for the two groups, Asia/Australia 15 percent. 
    Both ASEA and BBC are emphasizing technology, innovation and 
quality.  The total R & D investment will be over SEK 6 billion (CHF 
1.5 billion) per annum.  The electrotechnical industry is more and 
more using electronics, e.g., for control of power plants, power 
networks and industrial processes.  Demand for R&D investments 
will increase in the coming years.  The new group will have 
significant resources to explore advanced technologies in material 
sciences, such as semiconductors and superconducting materials. 
    Distribution costs will be reduced through broader product 
ranges, increased sales and more extensive market coverage. 
Manufacturing efficiency can also be improved through product 
specializing allowing longer manufacturing runs.  This in turn leads 
to expansion and profit increases. 
    Finally, financing is a critical element in selling large 
projects to the Third World. The new group will have access to 
export credit institutions in several countries and thereby be able 
to handle larger projects and better spread the political risks. 
    Dr. Fritz Leutwiler and Dr. Curt Nicolin will be joint chairmen 
of the new corporation. 
    Percy Barnevik, president and chief executive officer of ASEA, 
will be appointed president and chief executive officer of the new 
operating company.  Dr. Thomas P. Gasser, president of BBC Brown 
Boveri, will be appointed deputy chief executive officer.  A number 
of executive vice presidents will hold business, geographical and 
functional responsibilities.  The organizational structure of the 
new operating company will thus follow similar lines as today's 
organizations of BBC and ASEA. 
    Extraordinary Shareholders' Meetings 
    The project will be submitted to extraordinary shareholders' 
meetings at both ASEA and BBC Brown Boveri.  The formation of the 
new operating company will also need the approval of governmental 
and other bodies. 

CONTACT -- Gene Burke or Nell Lind, 914-694-2900, or Peggy 
Bruzelius or Per Ljungber, Sweden 46-8-245950; analysts:  Ken 
Donenfeld or Al Bellenchia, 212-371-2200, all for ASEA 
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