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Customer Finance Operations

Total new financing volume in 2010 amounted to
SEK 35 billion (29). Adjusted for changes in
exchange rates, new business volume increased
by 26% compared to 2009 as a result of
increased sales volumes of the Volvo Group prod-
ucts and good penetration levels. In total, 34,522
new vehicles and machines (25,782) were
financed during the year. In the markets where
financing is offered, the average penetration rate
was 25% (25).

At December 31, 2010, total assets amounted
to SEK 89 billion (99). During 2010 the credit
portfolio decreased by 4.4% (decrease: 15.6),
adjusted for exchange-rate movements, to gross
credit portfolio SEK 84,550 M (94,988). The

funding of the credit portfolio is matched in terms
of maturity, interest rates and currencies in
accordance with Volvo Group policy. For further
information see note 36.

The operating income for the year amounted to
SEK 167 M compared to operating loss of SEK
680 M in the previous year. Return on sharehold-
ers’ equity was 0.4% (neg: 6.2). The equity ratio
at the end of the year was 9.0% (8.7). The
income is driven mainly by lower credit provisions.
During the year, credit provision expenses
amounted to SEK 1,438 M (2,327) while write-
offs of SEK 1,460 M (2,223) were recorded. The
write-off ratio for 2010 was 1.65% (2.09). At the
end of December 31, 2010, credit reserves were
1.69% (1.67%) of the credit portfolio.
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1 Share of business financed by Volvo Financial Services in
markets where financial services are offered.

Income Statement Customer Finance Key ratios
SEKM 2009 2010 Customer Finance’ 2009 2010
Finance and lease income 11,712 9,031 Credit portfolio net, SEK bn 93.5 83.1
Finance and lease expenses (8,427) (5,974) Operating income, SEK M (680) 167
Gross income 3,285 3,057 Return on shareholders' equity, % 6.2) 0.4
Selling and administrative expenses (1,608) (1,526) Yl poratubon veie, ¥ = ae
Credit provision expenses (2,327) (1,438) Penetration by business area, %
Other operating income and expenses (30) 73 Volvo CE 34 35
Operating income (loss) (680) 167 Volvo Trucks 30 29
[ — 114 (134) Renualt Trucks ﬂ _ 17 )
Income (Loss) for the period (566) 33 MackTrucks 14 20
_Return on Equity (6.2) 0.4 Buses 16 "
_— . Rt DTt 4 12
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FINANCIAL POSITION

Improved durmg the year

A

ato SEK 2

lustrial Operations amount

7

1 Do

t ions for post-emp
28.5

winent be

» of sharcholders” equity.

Volvo Group’s liquid funds, cash and cash equiva- ~ Net financial position

lents and marketable securities combined, Industrial Operations Volvo Group
- Dec 31 Dec 31 Dec 31 Dec 31
amounted to SEK 32.7 billion on December 31,  sgxm ;Eog ;%130 ;Coog ;%10
2010. Of this, SEK 0.7 billion was restricted for =~ Non-current interest-bearing assets
use by the Volvo Group and SEK 7.4 billion con- Non-current customer-financing receivables ~ - 39,713 36,025
’ - : ; Non-current interest-bearing receivables 1,095 941 585 766
sisted of liquid funds in countries where exchange - .
o Current interest-bearing assets
controls or other legal restrictions apply. In add- Customer-financing receivables — Z 42,064 36,663
ition to this, granted but unutilized credit facilities Interest-bearing receivables 1,215 1,071 410 342
amounted to SEK 35.3 billion. Internal funding 3,662 7,505 - -
Total assets in the Group amounted to SEK 318,0 Intaast Sharing So5St haid T el o g . =
- Marketable securities 16,655 9,735 16,676 9,767
billion on December 31, 2010, a decrease of SEK Cash and bank 50749 51756 91934 55966
14.3 billion compared to year-end 2009. Fluctu-  Total financial assets 43,384 41,008 120,890 106,529
ations in currency decreased the total assets by SEK Nor-current interest-bisaring liabilities
12.9 billion during 2010, Other changes are mainly a Bond loans 49,191 38,767 49,191 38,767
result of higher working capital due to increased Other loans 48,684 37,180 56,035 45,327
inventories, accounts receivable and account pay- Internal funding (30.908)  (26.971) - -
able offset by decreased customer financing receiv- Lirvard infaromt maring likiiin
4 g Loans 44196 32,01 51626 39,601
ables due to lower levels of financial leasing, install- Internal funding (32,273) (21.220) = =
ment credits and dealer financing as well as  Total financial liabilities 78,890 59,857 156,852 123,695

Net financial position excl.

fluctuations in currency. post smpleymont banelits

(35,506) (18,849) (35,962) (17,166)

The Group's intangible assets amounted to SEK

40.7 billion on December 31, 2010, Investments in Provision for post employment benefits, net 5,983 5,842 6,002 5,862

Net financial position incl.

research and development amounted to SEK 3.2 bil- post employment benefits (41,489) (24,691) (41,964) (23,028)

lion in 2010, resulting in a net value of development
costs of SEK 11.6 billion at the end of the year. The

Change in net financial position, Industrial Operations
Group's total goodwill amounted to SEK 22.9 billion . g ’ .

SEK bn 2009 2010

on December 31, 2010, a decrease by SEK 0.9 bil- Beginning of period (29.8) (41.5)

lion compared to year-end 2009. The decrease is a Cash flow from operating activities (1.6) 28.8
result of fluctuations in currency. The tangible assets Investments in fixed assets (to)/from (10.5) (10.6)
————decreased by SEK 1.8 billion during 2010 mainly-as — —_2isposals 07 08
. - Operating cash-flow (11.4) 19.0
a result of divesture of subsidiaries.
" The valiie of the nventories increased by SEK 2.1 ~—Investments and divestmentsof shares ... ... ... 00 ©.1)
i i ions, 0.2 0.2
billion during 2010. The increase is mainly related to Acqt_;nrefi Aand‘dlvested e - -
Capital injections (to)/from Customer Finance Operations 0.4 (0.5)
finished products within the truck operations and Currency effect 30 0.6)
construction equipment. Currency fluctuations  Payment to AB Volvo shareholders (4.1) =
decreased the value of inventories by SEK 1.8 billion ~ Revaluation of loans 09 -
abths ard 6F 9010 Provision UAW agreement (0.9) =
Th , ; Nahilit ' Dividend paid to minority shareholders 0.0 0.1)
e net value of assets and liabilities related to Other 02 o1
pensions and similar obligations amounted to SEK  Total change 11.7) 16.8
5.9 billion on December 31, 2010, a decrease of  Net financial position at end of period (41.5) (24.7)
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Balance Sheets Volvo Group

Industrial Operations Customer Finance Eliminations Volvo Group
Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31
SEK M 2009 2010 2009 2010 2009 2010 2009 2010
Assets
Non-current assets
Intangible assets 41,632 40,613 96 101 0 0 41,628 40,714
Tangible assets
Property, plant and equipment 55,208 54,169 72 72 0 0 55,280 54,242
Assets under operating leases 13,539 13,217 10,955 10,055 (4,106) (3,625) 20,388 19,647
Financial assets
Shares and participation 2,025 2,080 19 18 0 0 2,044 2,098
Non-current customer-financing receivables Ba1 598 39,720 36,270 (5638) (843) 39,713 36,025
Deferred tax assets 12277 12,019 318 291 0 0 12,595 12,310
Prepaid pensions 2,038 1,636 10 12 0 0 2,049 1,648
Non-current interest-bearing receivables 1,095 941 0 204 (510) (379) 585 766
Other non-current receivables 3,033 3,401 42 41 (36) (24) 3,038 3,418
Total non-current assets 131,278 128,674 51,232 47,064 (5,190) (4,871) 177,320 170,868
Current assets
Inventories 35,765 38,956 1,962 882 0 0 37,727 39,837
Current receivables
Customer-financing receivables 836 830 42443 36,897 (1,015) (1,064) 42,264 36,663
Tax assets 1,362 1,045 161 90 0 0 1,623 1,135
Interest-bearing receivables 1,215 1,071 66 1,283 872) (2,012) 410 342
Internal funding 3,662 7,505 0 0 (3,662) (7,505) = =
Accounts receivable 20,877 24,332 460 101 0 0 21,337 24,433
Other receivables 11,459 11,561 1,701 1.362 (1,077) (1,056) 12,082 11,857
Non interest-bearing assets held for sale 1,684 136 = - - - 1,684 136
Interest-bearing assets held for sale 8 0 - = - - 8 0
Marketable securities 16,655 9,735 21 32 0 0 16,676 9,767
Cash and cash equivalents 20,749 21,756 726 1,645 (241) (335) 21,234 22,966
Total current assets 114,272 116,928 47,540 42,182 (6,867) (11,970) 154,945 147,139
Total assets 245,550 245,602 98,772 89,246 (12,057) (16,841) 332,265 318,007
Shareholders’ equity and liabilities
Equity attributable to the equity holders of the Parent Company 57,856 65,090 8,549 8,020 0 0 66,405 73,110
Minority interests 629 1,011 0 0 0 0 629 1,011
Total shareholders’ equity 58,485 66,101 8,549 8,020 0 0 67,034 74,121
Non-current provisions
Provisions for post-employment benefits 8,021 7,478 30 32 0 0 8,051 7610
Provisions for deferred taxes 1,858 3,026 1,780 1,496 0 0 3,638 4,522
Other provisions 6,277 5,785 80 150 2 1 6,360 5,936
Non-current liabilities
Bond loans 49,191 38,767 0 0 0 0 49,191 38,767
Other loans 48,684 37,180 7,458 8,225 (107) (78) 56,035 45,327
Internal funding (30,908) (26,971) 32,758 25,927 (1,849) 1,044 - &
Other liabilities 11,762 1,172 479 389 (2,353) (2,330) 9,888 9,231
Current provisions 9,321 8,429 164 105 2 1 9,487 8,634
Current liabilities
Loans 44,196 32,101 8,305 8,299 (876) (799) 51,626 39,601
Internal funding (32,273) (21,220) 36,457 33,643 (4,184) (12,423) - =
Non interest-bearing liabilities held for sale 272 135 = . ~ - 272 135
Trade payables B 35,754 47,1711 201 139 0 0 35,955 47,250
Tax liabilities 369 1,671 254 161 0 0 623 1,732
—Otherfiabiliting—— —— e e e 3 S 3493 e D 0B D 660 '~'~—~é2£92}---- (2257)--—-34105. . .35341
Total shareholders’ equity and liabilities 245,550 245,602 98,772 89,246 (12,057) (16,841) 332,265 318,007
Contingent liabilities 9,607 11,003

SEK 0.1 billion compared to year-end 2009. Post-
employment benefits valued at SEK 7.3 billion were

reported outside the Volvo Group's balance sheet.

For further information see Note 24.

At year-end, the equity ratio in the Industrial

Operations was 26.9% and in the Volvo Group
23.3%. Shareholder’s equity in the Volvo Group
amounted to SEK 74.1 billion at December 31, 2010.
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CASH-FLOW STATEMENT

The strong cash flow was generated through the
operating income and a reduction of working
capital.

Financial items and paid income taxes had a
SEK 5.1 billion negative effect on cash flow
within Industrial Operations, mainly through pay-
ments of interests and income tax.

Operating cash flow within Customer Finance
was a positive SEK 1.4 billion in 2010 (15.1).

Investments

The Industrial Operations’ investments in fixed
assets and capitalized R&D during 2010
amounted to SEK 10.3 billion (10.3).

Capital expenditures in Trucks amounted to
SEK 7.2 billion (7.4). The capital expenditures
within Trucks consist to a large extent of invest-
ments related to product renewals in our product
program, within product development and adap-
tations in the plants. Examples of product renew-
als are the new Volvo FMX construction truck
and UD Trucks' launches of a new version of the
Quon heavy truck and a new Condor medium
duty truck equipped with a new medium-duty
engine. The ongoing investments aiming for
increased capacity and flexibility have more or

less been finalized during the year. Those relate

to the cab plant in Umed, Sweden, and the engine
plants with the new foundry but also investments
in machining and assembly processes in Skovde,
Sweden, and the assembly line in Ageo, Japan.
During 2010, Trucks invested in the dealer net-
work and workshops, mainly in Europe, however
on a lower level than previous year.

Capital investments for Construction Equip-
ment increased to SEK 1.4 billion from SEK 1.0
billion previous year. A majority of the invest-
ments refer to expansion of the excavator busi-
ness in the BRIC countries, during 2010 espe-
cially in China. It includes product offerings as the
new EC200B Volvo excavator for the Chinese
market, and increased manufacturing capacity in
China, Lingong with SDLG, and also in Korea,
Changwon, for components and assembly. Prod-
uct related investments during the year also refer
to the emission regulations with Tier4i and Stage
llIB engines.

The investments within Volvo Aero during
2010 were SEK 0.8 billion (0.6). The majority of
the investments refer to the involvement in the
new engine programs, PW1000G with Pratt &
Whitney, and Trent XWB with Rolls-Royce. The
investments also refer to finalization of a number

of investments in Aero's production facilities in

ng cash-tlow

ations amounied to

order to secure the capacity required for the
GEnx program, carried out in cooperation with
General Electrics, and capacity investments in
the Low Pressure Turbine shop.

The investments in Buses were SEK 0.2 billion
(0.4). They were mainly related to maintenance
and efficiency-enhancing investments in the fac-
tories. Product related investments during the
year relate mainly to emission standards and
product renewals.

The level of investments in Volvo Penta were
SEK 0.2 billion (0.3) and consist mainly of prod-
uct-related investments in the new D13 engine
and IPS3, the finalization phase of investments in
the new logistics system as well as tooling and
other development activities.

Investments in leasing assets amounted to
SEK 0.3 billion (0.2).

For 2011, the Volvo Group estimates that
investments in property, plant and equipment will
be around SEK 10 billion. This is higher than in
2010 as investments in future product programs
will increase, as well as the expansion of the busi-
ness in the BRIC countries. The process in which
ongoing and future investments are continuously

reviewed and prioritized is still in focus.

“Capital expenditures, industrial Operations =~

costs, SEK

% of net sales

29 21 21 26
39 36 43 50 40

64

% Property, plant and
equipment, SEK bn

I Capitalized development
bn

Capital expenditures,

235 265 78 (16) 294

“ "Self-financing ratio; Industrial operations % ——= =~ e

s=mmt Cash-flow from

operating activities
divided by net
investments in fixed
assets and leasing
assets.



Consolidated cash-flow statements

Industrial Operations Customer Finance Eliminations Volvo Group
SEK bn 2009 2010 2009 2010 2009 2010 2009 2010
Operating activities
Operating income (16.3) 17.8 0.7) 0.2 0.0 0.0 (17.0) 18.0
Depreciation tangible assets 6.5 6.1 0.0 0.0 0.0 0.0 6.5 6.1
Amortization intangible assets 36 3.3 0.0 0.0 0.0 0.0 3.6 3.3
Depreciation leasing vehicles 2.3 2.0 28 2.4 0.0 0.0 5.1 4.4
Other non-cash items 23 0.1 2.0 1.3 0.1 0.2 4.4 1.6
Total change in working capital, of which 4.7 4.6 1.8 0.1 0.4 0.1 16.9 4.8
Change in accounts receivables 8.2 (4.0) 0.0 0.3 0.0 0.0 8.2 (3.7)
Change in inventories 16.3 4.8) (1n 0.8 0.0 0.1 15.2 (3.9
Change in trade payables (14.4) 13.1 0.1) 0.0 0.1 0.1) (14.4) 13.0
QOther changes in working capital 5.4) 0.3 13.0 (1.0) 0.3 0.1 7.9 (0.6)
Net of interest and other financial items (3.0) (2.8) 0.0 0.0 0.0 0.1 (3.0) (2.9)
Income taxes paid (1.7) (2.3) 0.1 0.3) 0.0 0.0 (1.6) (2.6)
Cash flow from operating activities (1.6) 28.8 16.0 3.7 0.5 0.2 14.9 32.7
Investing activities
Investments in tangible assets (7.5) 6.7) 0.0 0.1 0.2) 0.0 7.7) 6.8)
Investments in intangible assets (2.8) (3.6) 0.0 0.0 0.0 0.0 (2.8) (3.6)
Investment in leasing vehicles 0.2) 0.3) (4.0) (4.5) 0.0 0.0 (4.2) (4.8)
Disposals of fixed assets and leasing vehicles 0.7 0.8 3.1 2.3 0.0 0.0 3.8 3.1
Operating cash flow (11.4) 19.0 15.1 1.4 0.3 0.2 4.0 20.6
Investments and divestments of shares, net 0.0 0.1
Acquired and divested operations, net 0.2 0.6
Interest-bearing receivables including marketable securites (8.9) 6.8
Cash-flow after net investments “4.7) 27.9
Financing activities
Change in loans, net 12.6 (25.7)
Payment to AB Volvo shareholders 4.1) 0.0
Payment to minority shareholders 0.0 0.1)
Other 0.1) 0.0
Change in cash and cash equivalents excluding translation differences 3.7 2.1
Translation difference on cash and cash equivalents (0.2) (0.4)
Change in_cash and cash equivalents

3.5

1.7

Acquisitions and divestments Financing and dividend

Investments and divestments in shares and par- Nt borrowings decreased cash and cash equiv-
ticipation had a negative impact on cash flow of  4jents by SEK 25.7 billion during 2010.

SEK 0.1 billion (0.0). No dividend was paid during the year to the

Acquired and divested companies 2010 had a  ghareholders of AB Volvo.
positive impact on cash flow of SEK 0.6 billion
(positive 0.2).

Change in cash and cash equivalents

The Group's cash and cash equivalents increased

by SEK 1.7 billion during the year and amounted to

SEK 23.0 billion at December 31, 2010.
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CONSOLIDATED INCOME STATEMENT

SEKM 2009 2010
Net sales Note 7 218,361 264,749
Cost of sales (186,167) (201,797)
Gross income 32,194 62,952
Research and development expenses Note 7 (13,193) (12,970)
Selling expenses (25,334) (24,149)
Administrative expenses (5,863) (5,666)
Other operating income and expenses Note 8 (4,798) (2,023)
Income from investments in associated companies Note 7,9 (14) (86)
Income from other investments Note 10 ®) (58)
Operating income Note 7 (17,013) 18,000
Interest income and similar credits 390 442
Interest expenses and similar charges (3,559) (3,142)
Other financial income and expenses Note 11 (392) 213
Income after financial items (20,573) 15,514
Income taxes Note 12 5,889 (4,302)
Income for the period (14,685) 11,212
Attributable to:
Equity holders of the Parent Company (14,718) 10,866
Minority interests Note 13 33 346
(14,685) 11,212
Basic earnings per share, SEK Note 23 (7.26) 5.36
Diluted earnings per share, SEK Note 23 (7.26) 5.36
Income for the period (14,685) 11,212
Translation differences on foreign operations (1,246) (3,891)
Translation differences on hedge instruments of net
investment in foreign operations 159 113
Accumulated translation difference reversed to income (136) (95)
Available-for-sale investments 86 148
Change in cash flow hedge reserve 2813 (156)
Other comprehensive income, net of income taxes 1176 (3,881)
Total comprehensive income for the period (13,509) 7,331
Attributable to:
Equity holders of the Parent Company (13,561) 7,016
Minority interests 52 315
- e — 3500 7331 ——
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CONSOLIDATED BALANCE SHEET

SEK M December 31, 2009 December 31,2010
Assets
Non-current assets
Intangible assets Note 14 41,628 40,714
Tangible assets Note 14

Property, plant and equipment 54,289 53,294

Investment property 991 948

Assets under operating leases 20,388 75,668 19,647 73,889
Financial assets

Associated companies Note 15 588 684

Other shares and participations Note 15 1,456 1,414

Non-current customer-financing receivables Note 16 39,713 36,025

Deferred tax assets Note 12 12,595 12,310

Prepaid pensions Note 24 2,049 1,648

Non-current interest-bearing receivables Note 17 585 766

Other non-current receivables Note 17 3,038 60,024 3,418 56,265
Total non-current assets 177,320 170,868
Current assets
Inventories Note 18 37,727 39,837
Current receivables

Customer-financing receivables Note 19 42,264 36,663

Tax assets 1523 1,135

Interest-bearing receivables Note 20 410 342

Accounts receivable Note 20 21,337 24,433

Other receivables Note 20 12,082 11,857
Non interest-bearing assets held for sale Note 4 1,684 136
Interest-bearing assets held for sale 8 79,308 0 74,566
Marketable securities Note 21 16,676 9,767
Cash and cash equivalents Note 22 21,234 22,966
Total current assets 154,945 147,139
Total assets 332265 318,007
Shareholders’ equity and liabilities
Shareholders' equity Note 23

Share capital 2,554 2,554

Additional contributed capital = =

Reserves 6,235 2,386

Retained earnings 72,334 57,304

Income for the period (14,718) 10,866
Equity attributable to the equity holders of the Parent Company 66,405 73,110
Minority interests 629 1,011
Total shareholders’ equity 67,034 74,121
Non-current provisions

Provisions for post-employment benefits Note 24 8,051 7,510

Provisions for deferred taxes Note 12 3,638 4,522

Other provisions Note 25 6,360 18,049 5,936 17,968
Non-current liabilities Note 26

Bond loans 49,191 38,767

o Other loans 56635 45,327

Other liabilities 9,888 115,114 8,231 93,325
Curre e e e =5 TNote g5 T TR BT T e e B G R e
Current liabilities Note 27

Loans 51,626 39,601

Non interest-bearing liabilities held for sale Note 4 272 135

Trade payables 35,9565 47,250

Tax liabilities 623 1,732

Other liabilities 34,105 122,581 35,341 124,059
Total shareholders’ equity and liabilities 332,265 318,007
Assets pledged Note 28 958 3,339
Contingent liabilities Note 29 9,607 11,003
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CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY

Shareholders' equity attributable to equity holders
of the Parent Company

Share Other Translation Retained Minority Total

SEKM capital  reserves' reserve  earnings Total interests equity
Balance at December 31,2008 2,554 (2,263) 7,341 76,378 84,010 630 84,640
Income for the period - - - (14718) (14718) 33 (14,685)
Other comprehensive income
Translation differences on foreign operations e = (1,252) = (1,252) 6 (1,246)
Translation differences on hedge instruments of net
investments in foreign operations == - 159 - 169 - 159
Accumulated translation differences reversed to income = - (136) - (136) = (136)
Available-for-sale investments: Note 15, 23

Gains/losses at valuation to fair value = 86 = = 86 = 86
Change in cash flow hedge reserve Note 23 = 2,300 == - 2,300 13 2,313
Other comprehensive income ~ 2,386 (1,229) - 1,57 19 1,176
Total income for the period - 2,285 {1,229) (14,7184 13,561} 52
Transactions with shareholders
Dividends = - - (4055)  (4,055) (15) (4,070)
Share based payments Note 34 = = = 4 4 = 4
Changes in minority interests = = = = = (2) (2)
Other changes = = = 7 7 (36) (29)
Transactions with shareholders (4044)  (4,044) (53) (4,097)
Balance at December 31,2009 2,554 123 6,112 57,616 66,405 629 67,034
Transition effect IFRS 3, capitalized transaction costs Note 3 - - - (135) (135) - (135)
Total equity at beginning of period 2,554 123 6,112 57,481 66,270 629 66,899
Income for the period = = = 10,866 10,866 346 212
Other comprehensive income
Translation differences on foreign operations - - (3,859) = (3,859) (32 (3,891)
Translation differences on hedge instruments of net
investments in foreign operations = = 113 = 13 - 13
Accumulated translation differences reversed to income = = 95) = (95) - (95)
Available-for-sale investments: Note 15, 23

Gains/losses at valuation to fair value = 148 — - 148 - 148
Change in cash flow hedge reserve Note 23 = (156) - - (156) = (156)
Other comprehensive income for the period - 8) (3,841) = (3,849) (32) (3,881)
Total income for the periocd ~ (8 (3,841) 10.86¢ 7,017 314 7,331
Transactions with shareholders
Dividends - ~ — = = (412) (412)

——— —Capitatcontributomr—————————————— — -~ = = = = 358 38

Share based payments Note 34 = s = = = - -
LChanges.in minority.interests . e = e ot (180) (180) 1o (65) S
Other changes j = = - 3 3 7 10
Transactions with shareholders - - - ar7n (177) 68 (109)
Balance at December 31,2010 2,554 115 2,271 68,170 73,110 1,011 74,121

1 For specification of other reserves, see Note 23.
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CONSOLIDATED CASH-FLOW STATEMENT

SEKM 2009 2010
Operating activities
Operating income (17,013) 18,000
Depreciation and amortization Note 14 15,297 13,792
Other items not affecting cash Note 30 4,397 1,561
Changes in working capital:
(Increase)/decrease in receivables 10,271 (4,330)
(Increase)/decrease in customer finance receivables 12,806 (1,347)
(Increase)/decrease in inventories 15,225 (3,921)
Increase/(decrease) in liabilities and provisions (21,387) 14,399
Interest and similar items received 353 429
Interest and similar items paid (2,905) (2,732)
Other financial items (514) (604)
Income taxes paid (1,604) (2,590)
Cash-flow from operating activities 14,856 32,657
Investing activities
Investments in fixed assets (10,464) (10,334)
Investments in leasing assets (4,246) 4,811)
Disposals of fixed assets and leasing assets 3,849 3,067
Shares and participations, net Note 30 (38) (106)
Acquired and divested subsidiaries and other business units, net Note 4, 30 149 617
Interest-bearing receivables including marketable securities (8,866) (19,616) 6,813 (4,754)
Cash-flow after net investments (4,760) 27,903
Financing activities
Increase/(decrease) in bond loans and other loans Note 30 12,6565 (25,711)
Cash payment to AB Volvo shareholders’ (4,055) -
Dividends to minority shareholders (15) (75)
Other (58) 8,627 (25) (25,811)
Change in cash and cash equivalents,
excluding translation differences 3,767 2,092
Translation difference on cash and cash equivalents (245) (360)
Change in cash and cash equivalents 3,622 1,732
Cash and cash equivalents, January 1 Note 22 17,712 21,234
Cash and cash equivalents, December 31 Note 22 21,234 22,966

The effects of major acquisitions and divestments of subsidiaries in
each year have been excluded from other changes for the balance
sheet items in the cash-flow statement. The effects of currency move-
ments in translation of foreign Group companies have also been
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excluded since these effects do not affect cash flow. Cash and cash
equivalents include cash and bank balances but also bank certificates
which matures within 3 months from aquisition.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Amounts in SEK M unless otherwise specified. The amounts within parentheses refer to the preceding year, 2009.

NOTE 1 ACCOUNTING PRINCIPLES

The consolidated financial statements for AB Volvo and its subsidiaries
have been prepared in accordance with International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards
Board (IASB), as adopted by the EU. The portions of IFRS not adopted
by the EU have no material effect on this report. This Annual report is
prepared in accordance with IAS 1 Presentation of Financial State-
ments and in accordance with the Swedish Companies Act. In addition,
RFR 1 Supplementary Rules for Groups, has been applied, issued by
the Swedish Financial Reporting Board. Effective in 2005 Volvo has
applied International Financial Reporting Standards (IFRS) in its finan-
cial reporting. In accordance with the IFRS transitions rules in IFRS 1,
Volvo applies retrospective application from the IFRS transition date at
January 1, 2004. The details of the transition from Swedish GAAP to
IFRS are set out in Note 3 in the annual reports of 2005 and 2006.
Refer to the 2004 Annual Report for a description of the previous
Swedish accounting principles applied by Volvo.

In the preparation of these financial statements, the company man-
agement has made certain estimates and assumptions that affect the
value of assets and liabilities as well as contingent liabilities at the
balance sheet date. Reported amounts for income and expenses in
the reporting period are also affected. The actual future outcome of
certain transactions may differ from the estimated outcome when
these financial statements were issued. Any such differences will
affect the financial statements for future accounting periods. The key
sources of estimation uncertainty are set out in Note 2.

Consolidated financial statements

Principles for consolidation

The consolidated financial statements have been prepared in accord-
ance with the principles set forth in IAS 27, Consolidated and Separ-
ate Financial Statements. Accordingly, intra-Group transactions and
gains on transactions with associated companies are eliminated. The
consolidated financial statements comprise the Parent Company,
subsidiaries, joint ventures and associated companies.

- Subsidiaries are defined as companies in which Volvo holds more
than 50% of the voting rights or in which Volvo otherwise has a con-
trolling interest.

- Joint ventures are companies over which Volvo has joint control
together with one or more external parties. Joint ventures are reported
by use of the proportionate method of consolidation.

- Associated companies are companies in which Volvo has a sig-
nificant influence, which is normally when Volvo's holdings equals to at
least 20% but less than 50% of the voting rights. Holdings in associ-
~ated companies are reported in accordance with the equity method.

and fair value of previous possessions at the acquisition date com-
pared to the Group's share of acquired net assets are reported as
goodwill. Any lesser amount, so-called negative goodwill, is reported
in the income statement.

At step acquisitions a business combination occurs only at the date
control is achieved, at the same time goodwill is calculated. Transac-
tions with the minority are reported as equity as long as control of the
subsidiary is retained. For each business combination Volvo chooses
if the minority should be valued either at fair value or at the minority's
proportionate share of the acquiree's net assets. All acquisition-
related costs are expensed. Companies acquired during the year are
consolidated as of the date of acquisition. Companies that have been
divested are included in the consolidated financial statements up to
and including the date of divestment.

Translation to Swedish kronor when consolidating

companies using foreign currencies

AB Volvo's functional currency is the Swedish krona. All reporting in
group companies for group purposes is made in the currency, in which
the company has the majority of its revenues and expenses; normally
the currency of the country where the company is located. AB Volvo's
and the Volvo Group's presentation currency is Swedish kronor. In pre-
paring the consolidated financial statements, all items in the income
statements of foreign subsidiaries and joint ventures (except for sub-
sidiaries in highly inflationary economies) are translated to Swedish
kronor at monthly exchange rates. All balance sheet items are trans-
lated at exchange rates at the respective year-ends (closing rate). The
differences in consolidated shareholders' equity, arising as a result of
variations between closing rates, for the current and previous year are
charged or credited directly to shareholders’ equity as a separate
component.

The accumulated translation difference related to a certain sub-
sidiary, joint venture or associated company is reversed to income as
a part of the gain/loss arising from the divestment or liquidation of
such a company.

IAS 29, Financial Reporting in Hyperinflationary Economies, is
applied to financial statements of subsidiaries operating in highly
inflationary economies. Volvo applies reporting based on historical
value. Translation differences due to inflation are charged against
earnings for the year. Currently, Volvo has no subsidiaries with a func-
tional currency that could be considered a hyperinflationary currency.

Receivables and liabilities in foreign currency
Receivables and liabilities in foreign currency are valued at closing

The Group's share of reported income in such companies is included
in the consolidated income statement in Income from investments in

—associated companies; Teduced-in-appropriate cases-by-depreciation-{-

of surplus values and the effect of applying different accounting prin-
ciples. Income from associated companies is included in operating
income as the Volvo investments are of operating nature. For practical
reasons, some of the associated companies are included in the con-
solidated accounts with a certain time lag, normally one quarter. Divi-
dends from associated companies are not included in consolidated
income. In the consolidated balance sheet, the book value of share-
holdings in associated companies is affected by Volvo's share of the
company's net income, reduced by depreciation of surplus values and
by the amount of dividends received.

Volvo applies IFRS 3 (revised), Business Combinations, for acquisi-
tions. Prior acquisitions are not restated. All business combinations
are accounted for in accordance with the purchase method. Volvo val-
ues acquired identifiable assets, tangible and intangible, and liabilities
at fair value. Surplus amount from purchase price, possible minority

rates. Translation differences on operating assefs and liabilities are rec-
ognized in operating income, while translation differences arising in
financial-assets and-liabilities-are charged o ether financialincome-and
expenses. Financial assets and liabilities are defined as items included
in the net financial position of the Volvo Group (see Definitions at the
end of this report). Derivative financial instruments used for hedging of
exchange and interest risks are reported at fair value. Gains on
exchange rates are reported as receivables and losses on exchange
rates are reported as liabilities. Depending on the lifetime of the finan-
cial instrument it is reported as current or non-current in the balance
sheet. Exchange rate differences on loans and other financial instru-
ments in foreign currency, which are used to hedge net assets in foreign
subsidiaries and associated companies, are offset against translation
differences in the shareholders’ equity of the respective companies.
Exchange rate gains and losses on payments during the year and on
the valuation of assets and liabilities in foreign currencies at year-end
are credited to, or charged against, income in the year they arise. The
more important exchange rates applied are shown in the table.
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Exchange rates Average rate Closing rate

Country Currency 2009 2010 2009 2010
Brazil BRL 3.8444 4.0925 41375 4.0560
Canada CAD 6.7006 6.9973 6.8885 6.8085
China CNY 1.1192 1.0643 1.0600 1.0300
Denmark DKK 1.4275 1.2823 1.3926 1.2086
Euro EUR 10.6305 9.65602 10.3623 9.0113
Great Britain GBP 11.9322 111319 11.4913 10.55638
Japan JPY 0.0819 0.0823 0.0785 0.0835
Norway NOK 1.2472 11926 1.2440 1.1630
South Korea KRW 0.0060 0.0062 0.0062 0.0060
United States uUsD 7.6470 7.2060 7.2138 6.8038

Net sales and revenue recognition

The Group's reported net sales pertain mainly to revenues from sales
of goods and services. Net sales are reduced by the value of dis-
counts granted and by returns.

Income from the sale of goods is recognized when significant risks
and rewards of ownership have been transferred to external parties,
normally when the goods are delivered to the customer. If, however,
the sale of goods is combined with a buy-back agreement or a residual
value guarantee, the sale is accounted for as an operating lease
transaction if significant risks of the goods are retained in Volvo.
Revenues are then recognized over the period of the residual value
commitment. If the residual value risk commitment is not significant,
independent from the sale transaction or in combination with a com-
mitment from the customer to buy a new Volvo product in connection
to a buy-back option, the revenue is recognized at the time of sale and
a provision is reported to reflect the estimated residual value risk (see
Provisions below)

Revenue from the sale of workshap services is recognized when
the service is provided. Interest income in conjunction with finance
leasing or installment contracts are recognized during the underlying
contract period. Revenue for maintenance contracts are recognized
according to how costs associated with the contracts are distributed
during the contract period.

Interest income is recognized on a continuous basis and dividend
income when the right to receive dividend is obtained.

Leasing

Volvo as the lessor

Leasing contracts are defined in two categories, operating and
finance leases, depending on the contract’s financial implications.
Operating leasing contracts are reported as non-current assets in
Assets under operating leases. Income from operating leasing is
reported equally distributed over the leasing period. Straight-line
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depreciation is applied to these assets in accordance with the terms |

of the undertaking and the deprecation amount is adjusted to corres-

-pond-te-the-estimated-realizable value when the undertaking.expires...

Assessed impairments are charged to the income statement. The
product's assessed realizable value at expiration of the undertaking is
reviewed continuously on an individual basis.

Finance leasing agreements are reported as either Non-current or
current receivables in the customer finance operations. Payments from
finance leasing contracts are distributed between interest income and
amortization of the receivable in the customer finance operations.

Volvo as the lessee

Volvo evaluates leasing contracts in accordance with IAS 17, Leases.
In those cases in which risks and rewards that are related to owner-
ship are substantially held by Volvo, so called finance leases, Volvo

reports the asset and related obligation in the balance sheet at the
lower of the leased asset'’s fair value or the present value of minimum
lease payments. Future leasing fee commitments are reported as
loans. The lease asset is depreciated in accordance with Volvo's policy
for the respective non-current asset. The lease payments when made
are allocated between amortization and interest expenses. If the leas-
ing contract is considered to be a so called operating lease, lease
payments are charged to the income statement over the lease con-
tract period.

Reporting of financial assets and liabilities

Financial assets treated within the framework of IAS 39 are classified
either as

- Financial assets at fair value through profit and loss,

- Investments held to maturity,

- Loans and receivables, or as

- Available-for-sale financial assets

Financial liabilities are reported either at amortized cost or at fair value
through profit and loss.

Purchases and sales of financial assets and liabilities are recog-
nized on the transaction date. A financial asset is derecognized (extin-
guished) in the balance sheet when all significant risks and benefits
linked to the asset have been transferred to a third party. The same
principles are applied for financial assets in the segment reporting of
Volvo Group.

The fair value of assets is determined based on the market prices in
such cases they exist. If market prices are unavailable, the fair value is
determined for each asset using various valuation techniques. Trans-
action expenses are included in the asset's fair value except in cases
in which the change in value is recognized in the income statement.
The transaction costs arising in conjunction with assuming financial
liabilities are amortized over the term of the loan as a financial cost.

—Embedded derivatives are detachedfrom-the related main-contraet it ———

applicable. Contracts containing embedded derivatives are valued at fair

characteristics indicate a close relation to the embedded derivative.

Financial assets at fair value through profit and loss

All of Volvo's financial assets that are recognized at fair value in the
income statement are classified as held for trading. Included are
derivatives that Volvo has decided not to apply hedge accounting on,
and derivates that are not part of an evidently effective hedge
accounting. Gains and losses on these assets are recognized in the
income statement. Short-term investments that are reported at fair
value through profit and loss mainly consist of interest-bearing finan-
cial instruments and are reported in note 21. Derivatives used for
hedging interest-rate exposure in the customer financing portfolio are

__value.in_the income statement if the contracts’ inherent risk and other



included in this category as it is not practically possible to apply hedge
accounting in accordance with IAS 39 due to the large number of
contracts that the customer finance portfolio consist of. Volvo intends
to keep these derivatives to maturity, why, over time, the market valu-
ation will be offset as a consequence of the interest-rate fixing on
borrowing and lending for the customer finance operations, and
accordingly not affect result or cash flow.

Financial assets held to maturity

Held-to-maturity investments are non-derivative assets with fixed
payments and terms and that Volvo intends and is able to hold to
maturity. After initial recognition, these assets are measured in
accordance with the effective interest method, with adjustment for
any impairment. Gains and losses are recognized in the income state-
ment when assets are divested or impaired as well as in pace with the
accrued interest being reported. At present Volvo has no financial
instruments classified in this category.

Loan receivables and other receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments, originated or acquired, that are not quoted in
an active market. After initial recognition, loans and receivables are
measured in accordance with the effective interest method. Gains and
losses are recognized in the income statement when the loans or
receivables are divested or impaired as well as in pace with the
accrued interested being reported.

Accounts receivables are recognized initially at fair value, which
normally corresponds to the nominal value. In the event that the pay-
ment terms exceed one year, the receivable is recognized at the dis-
counted present value.

Assessment of impairment — loan receivables and other receivables
Volvo conducts routine controls to ensure that the carrying value of
assets valued at amortized cost, such as loans and receivables, has
not decreased, which would result in an impairment loss reported in
the income statement. Allowances for doubtful receivables are con-
tinuously reported based on an assessment of a possible change in
the customer’s ability to pay.

Impairments consist of the difference between carrying value and
current value of the estimated future payment flow attributable to the
specific asset with consideration to the fair value of any collateral.
Discounting of future cash flow is based on the effective rate used
initially. Initially, the impairment requirement is evaluated for each
respective asset. If, based on objective grounds, it cannot be deter-
mined that one or more assets are subject to an impairment loss, the
assets are grouped in units based, for example, on similar credit risks
to evaluate the impairment loss requirement collectively. Individually
written down assets or assets written down during previous periods

sive income is recognized in profit or loss when an available-for-sale
financial asset is sold. Unrealized value declines are recognized in
other comprehensive income, unless the decline is significant or pro-
longed. Then the impairment is recognized in the income statement. If
the event causing the impairment no longer exists, impairment can be
reversed in the income statement if it does not involve an equity
instrument.

Earned or paid interest attributable to these assets is recognized in
the income statement as part of net financial items in accordance with
the effective interest method. Dividends received attributable to these
assets are recognized in the income statement as Income from other
investments.

Volvo reports shares and participations in listed companies at mar-
ket value on the balance-sheet date, with the exception of invest-
ments classified as associated companies and joint ventures. Hold-
ings in unlisted companies for which a market value is unavailable are
recognized at acquisition value. Volvo classifies these types of invest-
ments as assets available for sale. See note 15 for Volvo's holdings of
shares and participations in listed companies.

Assessment of impairment — available-for-sale assets

If an asset available for sale is to be impaired, it shall be effected by
taking the difference between the asset's acquisition value (adjusted
for any accrued interest if it involves that type of asset) and its fair
value. If it instead involves equity instruments such as shares, a com-
pleted impairment shall not be reversed in the income statement. On
the other hand, impairments that have been made on debt instru-
ments (interest-bearing instruments) shall in whole or part be reversed
in the income statement, in those instances where an event that is
proven to have occurred after the impairment was performed is identi-
fied and impacts the valuation of that asset.

Hedge accounting

Derivatives used for hedging of firm future commercial currency expo-
sure as well as forecasted electricity consumption have, in accord-
ance with IAS 39, been reported at fair value in the balance sheet.
Since the fourth quarter 2009 hedge accounting is not applied on
new financial instruments used for hedging commercial flows. How-
ever for previously entered financial instruments hedge accounting is
continuously applied. The majority of those financial instruments have
expired during the year.

When hedge accounting is not applied, unrealized gains and losses
from fluctuations in the fair values of the financial instruments are
reported in the income statement in the segment Group headquarter
functions and other. When the derivative financial instrument have been
realized the income effect is reported within the respective segments.

As from January 1, 2011 unrealized changes in fair value of financial
instruments related to a receivable or payable will be reported within the

are not included when grouping assets for impairment test.
If the conditions for a completed impairment loss later prove to no

respective segments. All other unrealized changes in fair value of
financial instruments will henceforth be reported in the income state-

longer be present the impairment foss is reversed in the income state-
ment as long as the carrying value does not exceed the amortized
cost at the time of the reversal.

Volvo discloses loan receivables and accounts receivables in the
notes 16, 17, 19 and 20.

Available-for-sale assets

This category includes assets available for sales or those that have
not been classified in any of the other three categories. These assets
are initially measured at fair value including transaction costs. Fair
value changes are recognized directly in other comprehensive income.
The cumulative gain or loss that was recognized in other comprehen-

mentinthe segment Group headquarter functionsand other=———""""" =

During 2010 Volvo has partly applied hedge accounting for finan-
cial instruments used to hedge interest and currency risks on loans
only for cases when hedge accounting requirements are fulfilled. This
concerns a loan of 1 billion euro borrowed in 2007. The changes
in the fair value of the outstanding hedge instruments and the
changes in the carrying value of the loan are reported in the income
statement. For cases where hedge accounting is not considered to be
fulfilled, unrealized gains and losses up until the maturity date of the
financial instrument will be charged to the financial net in the income
statement.
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During 2010 Volvo has applied hedge accounting for certain net
investments in foreign operations. The current result for such hedges
is reported in a separate component in shareholders' equity. In the
event of a divestment, the accumulated result from the hedge is rec-
ognized in the income statement.

See notes 36 and 37 for the valuation of all financial instruments in
the Volvo Group and for details and further description on principles
for economic hedging, hedge accounting and changes to the policies
for hedging and hedge accounting during 2010 and going forward.

Research and development expenses

Volvo applies IAS 38, Intangible Assets, for reporting of research and
development expenses. In accordance with this standard, expend-
itures for development of new products, production systems and soft-
ware shall be reported as intangible assets if such expenditures with
a high degree of certainty will result in future financial benefits for the
company. The acquisition value for such intangible assets shall be
amortized over the estimated useful life of the assets. In order for
these development expenditures to be reported as assets, a number
of criteria must be met. For example, it must be possible to prove the
technical functionality of a new product or software prior to its devel-
opment being reported as an asset. In normal cases, this means that
expenditures are capitalized only during the industrialization phase of
a product development project. Other research and development
expenses are charged to income as incurred.

Intangible and tangible non-current assets
Volvo applies acquisition values for valuation of intangible and tan-
gible assets. Borrowing costs are included in the acquisition value of
assets that necessarily takes more than 12 months to get ready for its
intended use or sale, so called qualifying assets.

Investment property is reported at acquisition cost. Information
regarding estimated fair value of investment property is based on dis-
counted cash flow projections. The estimation is performed by the
Group's Real Estate business unit. The required return is based on
current property market conditions for comparable properties in com-
parable locations.

In connection with participation in industrial cooperation projects
together with other companies, such as the aircraft engine projects
that Volvo Aero participates in, Volvo pays in certain cases an entrance
fee to participate. These entrance fees are capitalized as intangible
assets.

Depreciation, amortization and impairment

Depreciation is made on a straight-line basis based on the acquisition
value of the assets, adjusted in appropriate cases by write-downs, and
estimated useful lives. Depreciation is reported in the respective func-
tion to which it belongs. Impairment tests for depreciable non-current

Depreciation periods
Capitalized type-specific tools
Operational leases

Machinery

Buildings and Investment property

2 1o B years

3 to 5 years

5 to 20 years
25 to 50 years

Land improvements 20 years
Trademarks 20 years
Distribution networks 10 years
Product and software development 3 to 8 years
Aircraft engine projects 20 years

Non-current assets held for sale and discontinued operations
Volvo applies IFRS 5, Non-current Assets Held for Sale and Discon-
tinued Operations. The standard also includes current assets. In a
global group like Volvo, processes are continuously ongoing regarding
the sale of assets or groups of assets at minor values. In cases in
which the criteria for being classified as a non-current asset held for
sale are fulfilled and the asset or group of assets is not of minor value,
the asset or group of assets and the related liabilities are reported on
a separate line in the balance sheet. The asset or group of assets are
tested for impairment and, if impaired valued at fair value after deduc-
tion for selling expenses. The balance sheet items and the income
effect resulting from the revaluation to fair value less costs to sell are
normally reported in the segment Group headquarter functions and
other, until the sale is completed and the result from it is assigned to
the other segments.

Inventories

Inventories are reported at the lower of cost, in accordance with the
first-in, first-out method (FIFO), or net realizable value. The acquisition
value is based on the standard cost method, including costs for all
direct manufacturing expenses and the apportionable share of the
capacity and other related manufacturing costs. The standard costs
are tested regularly and adjustments are made based on current con-
ditions. Costs for research and development, selling, administration
and financial expenses are not included. Net realizable value is calcu-
lated as the selling price less costs attributable to the sale.

Share-based payments

Volvo applies IFRS 2, Share-based Payments for share-based incen-
tive programs. IFRS 2 distinguishes between “cash-settled” and
“equity-settled”, in Volvo's case, shares. The Volvo program includes
both a cash-settled and an equity-settled part, however this is not
applicable for 2010 as there were no program in 2010. The value of
the equity-settled payments is determined at the grant-date, recog-
nized as an expense during the vesting period and off-set in equity.
The fair value is calculated according to share price reduced by divi-

assets are performed if there are indications of impairment at the bal-
ance sheet date.

dend connected to the share before the allotment. The additional
social costs are reported as a liability, revalued at each balance sheet
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Goodwill is reported as an intangible non-current asset with™

indefinite useful life. For non-depreciable non-current assets such as
goodwill, impairment tests are performed annually, as well as if there
are indications of impairments during the year, through calculation of
the asset's recovery value. If the calculated recovery value is less than
the carrying value, a write-down is made to the asset's recovery value.
See note 14 for goodwill.

‘I date”in accordance with UFR 7, issued by “the "Swedish™ Financial =

Reporting Board. The cash-settled payment is revalued at each bal-
ance sheet day and is reported as an expense during the vesting
period and as a short term liability. An assessment whether the terms
for allotment will be fulfilled is made continuously. If the assessment
changes, the expense will be adjusted. See note 34.

Provisions

Provisions are reported on balance when a legal or constructive obli-
gation exists as a result of a past event and it is probable that an
outflow of resources will be required to settle the obligation and the
amount can be reliably estimated.



Pensions and similar obligations (Post-employment benefits)

Volvo applies IAS 19, Employee Benefits, for pensions and similar
obligations. In accordance with IAS 19, actuarial calculations should
be made for all defined-benefit plans in order to determine the present
value of obligations for benefits vested by its current and former
employees. The actuarial calculations are prepared annually and are
based upon actuarial assumptions that are determined close to the
balance sheet date each year. Changes in the present value of obliga-
tions due to revised actuarial assumptions and experience adjust-
ments are treated as actuarial gains or losses. These are amortized
according to function over the employees' average remaining service
period to the extent they exceed the corridor value for each plan.

Deviations between expected return on plan assets and actual
return are also treated as actuarial gains or losses. Provisions for
post-employment benefits in Volvo's balance sheet correspond to the
present value of obligations at year-end, less fair value of plan assets,
unrecognized actuarial gains or losses and unrecognized unvested
past service costs. See note 24.

As a supplement to IAS 19, Volvo applies UFR 4, in accordance with
the recommendation from the Swedish Financial Reporting Board in
calculating the Swedish pension liabilities.

For defined contribution plans premiums are expensed as incurred
over the income statement according to function.

Provisions for residual value risks

Residual value risks are attributable to operating lease contracts or
sales transactions combined with buy-back agreements or residual
value guarantees. Residual value risks are the risks that Volvo in the
future would have to dispose used products at a loss if the price devel-
opment of these products is worse than what was expected when the
contracts were entered. Provisions for residual value risks are made
on a continuing basis based upon estimations of the used products’
future net realizable values. The estimations of future net realizable
values are made with consideration to current prices, expected future
price development, expected inventory turnover period and expected
direct and indirect selling expenses. If the residual value risks pertain
to products that are reported as tangible assets in Volvo's balance
sheet, these risks are reflected by depreciation or write-down of the
carrying value of these assets. If the residual value risks pertain to
products, which are not reported as assets in Volvo's balance sheet,
these risks are reflected under the line item current provisions.

Contingent liabilities

A contingent liability is reported for a possible obligation, for which it
is not yet confirmed that a present obligation exists that could lead to
an outflow of resources; or for a present obligation that does not meet
the definitions of a provision or a liability as it is not probable that an

outflow of resources will be required to settle the obligation orwhena |

sufficiently reliable estimate of the amount cannot be made.

~ Warranty expenses
Estimated costs for product warranties are charged to operating
expenses when the products are sold. Estimated costs include both
expected contractual warranty obligations as well as expected good-
will warranty obligations. Estimated costs are determined based upon
historical statistics with consideration of known changes in product
quality, repair costs or similar. Costs for campaigns in connection with
specific quality problems are charged to operating expenses when the
campaign is decided and announced.

‘Earnings pershare

Restructuring costs

Restructuring costs are reported as a separate line item in the income
statement if they relate to a considerable change of the Group struc-
ture. Other restructuring costs are included in Other operating income
and expenses. A provision for decided restructuring measures is
reported when a detailed plan for the implementation of the measures
is complete and when this plan is communicated to those who are
affected.

Income taxes

Tax legislation in Sweden and other countries sometimes contains
rules other than those identified with generally accepted accounting
principles, pertaining to the timing of taxation and measurement of
certain commercial transactions. Deferred taxes are reported on dif-
ferences that arise between the taxable value and reported value of
assets and liabilities (temporary differences) as well as on tax-loss
carryforwards. However, with regard to the valuation of deferred tax
assets, that is, the value of future tax reductions, these items are rec-
ognized provided that it is probable that the amounts can be utilized
against future taxable income.

Deferred taxes on temporary differences on participations in sub-
sidiaries and associated companies are only reported when it is prob-
able that the difference will be recovered in the near future.

Tax laws in Sweden and certain other countries allow companies to
defer payment of taxes through allocations to untaxed reserves.
These items are treated as temporary differences in the consolidated
balance sheet, that is, a split is made between deferred tax liability
and equity capital. In the consolidated income statement an allocation
to, or withdrawal from, untaxed reserves is divided between deferred
taxes and net income for the year.

Cash-flow statement

The cash-flow statement is prepared in accordance with IAS 7, Cash
flow statement, indirect method. The cash-flow statements of foreign
Group companies are translated at the average rate. Changes in
Group structure, acquisitions and divestments, are reported net,
excluding cash and cash equivalents, in the item Acquisition and
divestment of subsidiaries and other business units and are included
in cash flow from Investing activities.

Cash and cash equivalents include cash, bank balances and parts
of marketable securities, with date of maturity within three months at
the time for investment. Marketable securities comprise interest-
bearing securities, the majority of which with terms exceeding three
months. However, these securities have high liquidity and can easily
be converted to cash. In accordance with IAS 7, certain investment in
marketable securities are excluded from the definition of cash and
cash equivalents in the cash-flow statement if the date of maturity of

_such instruments is later than three months after the investment was

made.

Earnings per share are calculated as the income for the period attrib-
uted to the shareholders of the Parent Company, divided with the
average number of outstanding shares per reporting period. To calcu-
late the diluted earnings per share, the average number of shares in
the denominator is adjusted with the average number of shares that
would be issued as an effect of ongoing share-based incentive pro-
grams that have been exercised or cancelled during the period. See
note 23.
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NOTE 2 KEY SOURCES OF ESTIMATION UNCERTAINTY

Volvo's significant accounting principles are set out in note 1, Accounting
Principles and conform to IFRS as endorsed by the EU. The prepara-
tion of Volvo's Consolidated Financial Statements requires the use of
estimates, judgements and assumptions that affect the reported
amounts of assets, liabilities and provisions at the date of the financial
statements and the reported amounts of sales and expenses during
the periods presented. In preparing these financial statements, Vol-
vo's management has made its best estimates and judgements of
certain amounts included in the financial statements, giving due con-
sideration to materiality. The application of these accounting prin-
ciples involves the exercise of judgement and use of assumptions as
future uncertainties and accordingly actual results could differ from
these estimates. In accordance with IAS 1, preparers are required to
provide additional disclosure of accounting principles in which esti-
mates, judgments and assumptions are particularly sensitive and
which, if actual results are different, may have a material impact on the
financial statements. The accounting principles applied by Volvo that
are deemed to meet these criteria are discussed below.

Impairment of goodwill, other intangible assets

and other non-current assets

Property, plant and equipment, intangible assets other than goodwill,
and certain other non-current assets are amortized and depreciated
over their useful lives. Useful lives are based on management’s esti-
mates of the period that the assets will generate revenue. If, at the
date of the financial statements, there is any indication that a tangible
or intangible non-current asset has been impaired, the recoverable
amount of the asset should be estimated. The recoverable amount is
the higher of the asset's net selling price and its value in use, esti-
mated with reference to management’s projections of future cash
flows. If the recoverable amount of the asset is less than the carrying
amount, an impairment loss is recognized and the carrying amount of
the asset is reduced to the recoverable amount. Determination of the
recoverable amount is based upon management's projections of
future cash flows, which are generally made by use of internal busi-
ness plans or forecasts. While management believes that estimates of
future cash flows are reasonable, different assumptions regarding
such cash flows could materially affect valuations. Intangible and tan-
gible non-current assets amounted to 114,603 (117,296 ) whereof
22,936 (23,827) represents goodwill. For Goodwill and certain other
intangible assets with indefinite useful lives, an annual, or more fre-
quently if necessary, impairment review is performed. Such an impair-
ment review will require management to determine the fair value of
Volva's cash generating units, on the basis of projected cash flows

by Volvo. In certain cases Volvo enters into a buy-back agreement or
residual value guarantee after Volvo has sold the product to an inde-
pendent party or in combination with an undertaking from the cus-
tomer that in the event of a buy-back to purchase a new Volvo product.
In such cases, there may be a question of judgement regarding
whether or not significant risks and rewards of ownership have been
transferred to the customer. If it is determined that such an assess-
ment was incorrect, Volvo's reported revenue and income for the
period will decline and instead be distributed over several reporting
periods.

Residual value risks
In the course of its operations, Volvo is exposed to residual value risks
through operating lease agreements and sales combined with repur-
chase agreements. Residual value commitments amount to SEK
13,339 (14,954) at December 31, 2010. Residual value risks are
reflected in different ways in the Volvo consolidated financial state-
ments depending on the extent to which the risk remains with Volvo.

In cases where significant risks pertaining to the product remain
with Volvo, the products, primarily trucks, are generally recognized in
the balance sheet as assets under operating leases. Depreciation
expenses for these products are charged on a straight-line basis over
the term of the commitment in amounts required to reduce the value
of the product to its estimated net realizable value at the end of the
commitment. The estimated net realizable value of the products at the
end of the commitments is monitored individually on a continuing
basis. A decline in prices for used trucks and construction equipment
may negatively affect the consolidated operating income. High inven-
tories in the truck industry and the construction equipment industry
and low demand may have a negative impact on the prices of new and
used trucks and construction equipment. In monitoring estimated net
realizable value of each product under a residual value commitment,
management makes consideration of current price-level of the used
product model, value of options, mileage, condition, future price
deterioration due to expected change of market conditions, alterna-
tive distribution channels, inventory lead-time, repair and recondition-
ing costs, handling costs and overhead costs in the used product div-
isions. Additional depreciations and estimated impairment losses are
immediately charged to income.

The total risk exposure for assets under operating lease is reported as
current and non-current residual value liabilities. See notes 26 and 27.

If the residual value risk commitment is not significant, independent
from the sale transaction or in combination with a commitment from
the customer to buy a new Volvo product in connection to a buy-back
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and internal business plans and forecasts. Overvalues differ between
the business areas and they are, to a varying degree, sensitive to

—~changes-in-the-business-environment--Volve -has-since -2002 per--

formed a similar impairment review. No impairment charges were
required for the period 2002 until 2010. See note 14 for the allocation
and impairment tests of goodwill.

Revenue recognition

Revenue from the sale of products is recognized when significant
risks and rewards of ownership have been transferred to external
parties, normally when the products are delivered to the customers. If,
however, the sale of products is combined with a buy-back agreement
or a residual value guarantee, as described below regarding residual
value risks, the sale is accounted for as an operating lease transaction
under the condition that significant risks of the products are retained

option, the asset is not recognized on batance. instead, the risk-
exposure is reported as a residual value provision equivalent to the
-estimated.-residual value.risk.. See note 25

To the extent the residual value exposure does not meet the defin-

ition of a provision, the remaining residual value risk exposure is
reported as a contingent liability. See note 29.

Deferred taxes

Under IFRS, deferred taxes are recognized for temporary differences,
which arise between the taxable value and reported value of assets
and liabilities as well as for unutilized tax-loss carryforwards. Volvo
records valuation allowances for deferred tax assets where manage-
ment does not expect such assets to be realized based upon current
forecasts. In the event that actual results differ from these estimates
oradjustments are made to future periods in these estimates, changes



in the valuation  allowance g, be needed that could

materially impact
the financial position and the income for the period. At December 31
2010 the valuation allowance amounted to 339 296 ror the value of
deferred tax assets. Net of this valuation gllowance deferred tax
assets of 20109 21533 were recognized in the Groups balance
sheet.

Volvo  has gignificant tax-loss carryforwards Wwhich are related to

countries with Sweden

jong or ndefinite

in i utitizd

the be

yiorwards.

Inventory Obsolescence

Inventories are at the lower of cost in accordance with the

reported
first-in  first-out  method FIFO and net realizabie value. The esu-

mated net realizable value includes management censideration  or

outdated articles gver-stocking physical damages inventory lead-
time npandiing @Md other __ ., costs. « the estimated net realizable

value . lower than cost a valuation allowance . established for inven-

tory Obsolescence. The total inventory value het of inventory Obsoles-

cence allowance = por December 31 2010 39837 37727.

Credit loss reserves

The establishment of credit loss reserves on customer financing

receivables = dependent on €SUMAES ;. i.ding assumptions regarding

past dues repossession rates and the |, .oyery rate on the underlying
colaterals. At December 31 2010 the total credit loss reserves in the

t Customer Finance t amounted tw 1.69% 1.67 of

segmen
the tota Se

segmen

r 2 description

y pensions

assumptions YS9 py

rm on
Volvos

Health

arket indi-

The salary growth assumptions reflect the jong-term actual

exseri_encethenearierm outLmok amd assumed inflaton. Retirement

NOTE CHANGE OF ACCOUNTING PRINCIPLES

accou

following NeW accounting principles are effective from january 1

2010 and have been applied by the VOO Groyp unless stated other-

wise

Revised MFRS 3 Business combinations

The standard became effective gn July 1 2009 and to fiscal

applies

years beginning ©N ©r after that date. The standard entails changes to

and rates gre based

mortality primarily 9N officially  available  mortality

statistics. The actuarial assumptions are reviewed on an annual basis

and modifications are Made ., them when

to

deemed appropriate

do so. Actual results that differ from managements assumptions are

accumulated and amortized over future periods. S€€ Note 24 for more

information | ogarding ©OSts and  ,gqumptions f©' post-employment

venernis. AJJcember 31 2010 net provisions for post-employment
benefits amounted tw 5862 02.

when  the

tractual

which atter of

contractual

or

warranty campaigns

policy ©F normal practice in order to maintain a good Siness relation

Wwith the customer. warranty provisions are ©stimated with consideration

of historical claims statistics the warranty period the average time-lag

between fauits

and claims to the company and

occurring anticipated

changes in quality iNndexes. Differences between actual  warranty

claims and the estimated claims affect the

generally recognized
expense and provisions in future periods. Refunds from suppliers that
decrease Volvos arranty COStS are recognized to the extent these

are considered to be certain. At December 371 2010 cost

warranty

provisions amounted w 7841 7947.

Legal proceedings

Volvo  ocognizes ©Obligations in the Group accounts as provisions or

other liabilities only in cases where Volvo has a present obligation
from a a5t event where 5 financial e probable 2and
Volvo can Make 4 reliable estimate of the size of the n
Ot met 2 co may

law

ition  and Tigidity. to

contingent liabilities.

I
refillrting of future ¢ itions rdiarding r el

of fransaction costs  any contingent considerations

and

ing step

acauisiions. 1N Grgup agplies the amendment as of ;5nuary 1
COMDIM=ations
made “from the application date. Capitalized transaction costs

of 135 __|aung t© ongoing acquisition projects = transferred to o iy,

by Volvo.
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IAS 27 amendment Consolidated and separate financial statements

ecC on as
s 3 " to be
me ent pri ut chan ir

' report changes in ownership in cases

Parent Company retains or loses the control or the owned entity The

Group applies the amendment as of january 1 2010. The application

share

prospectively affects the ,..ounting ' changes in ownership

made from the application

cant ;mpact

IAS 39 amendment Financial instruments and Meas-

Recognition

urement gjigibie hedge items

IFRS . amendments Additional o, cmptions for first-ime  adopters

- IFRIC 16 Hedges of a net investment in aforeign operation

- IFRIC 17 Distribution of non-cash assets to owners

- IF 18 Transfers of assets from customers
~ Re| IFRS
- 1F o and derivatives
- IF amen
Tr: lctions
IF '+ amendments imited exemption frOM comparative IFRS 7

Disclosures for First-time Adopters

Annual improvements

NOTE ACQUISITIONS AND DIVESTMENTS

AB volvos holding ©f shares in subsidiaries as of December 37 2010
= shown in the disclosures of AB Volvos holding of shares. significant
acquisitions formations and divestments within the Group are listed

below.

Acquisitions

The Volvo Group has not made 2009 and

any acquisitions during
2010 which solely ©F jointy have had a significant impact on the Volvo

Groups financial statements.

New accounting principles 2011 later

nsolidated al

T = = u
fective. The g, ing
the implementation nd
statements could have on the Volvo Groups financial statements.
IFRS 9 Financial instruments
IFRS 9 Financial instruments been L plishea " three e

pairment and Hedge accounting
ive date january 1 2013 or iater

" I " I

reviewi of IFRS 9 will have on the Group.

When

are completed a common

point will be given.

In  addition to the above-mentioned the below amendments to

standards and from IFRIC gre applicable T the Volvo

interpretations

Group from January 1 2011 OF jqter but are not expected to have a

significant impact on e Groups financial statements.

Financial ruments Disclosures

on a defin nefit asset  MINIMUMtunding
eir interact|

Liabilities with Equity

ments

-~ IFRIC 12 Service Concession Arrangements

- Revised |AS 24 Related Party Disclosures

- IAS 32 amendment cCiassification of rights issues
~ Annual  improvements

o H-catlo

of the annual  report. Accordingly sStated dates for adoption may change
as a consequence

of decisions within the EU endorsement
process.

OF SHARES in SUBSIDIARIES

Valuation of acquisitions
For acquisitions in 2009 and 2010 the fair-value adjustments to the
purchase price allocations have not been gignificant for the Volvo
Group. The effects on the Volvo Groups balance sheet and cash-flow
statement in connection with the zcquisition of subsidiaries and other

business table based on valuations

units are specified " "€ following

on the ion dates

respective acqu



Acquisitions 2009 2010

Intangible asSets 3 o
Property plant and  gquipment a 32
Assets ynder operating lease 19 468
Inventories 20 56
Current receivables 2 99
Cash and cash equivalents 0 15
Other assets ° 12
Minority interests o 20
Provisions 6 22
Loans o) 374
Liabilities 48 143

15 163
Goodwill a1 52
Acquired net assets 56 215
Cash and cash gquivalents paid 56 229

Cash and cash equivalents according
© acquisition analysis o 15
Effect on Group cash

and cash equivalents 56

214

A isiti after the end of the

Vo has ‘not made any acquisitions pr the end or the erio t
ha
Di tme)|

divestment of Volvo Aeros

subsidiary Volvo Aero services

Was completed inthe Loginning ©f October. A total of SEK 515 M has

negatively affected Volvo Groups operating result ©f which SEK

368 M was

reported in 2009. As a cgnsequence ©f the Groups

described in note the same transaction

SEK 538 ™. The

accounting  principles

affected Volvo Aeros result

operating negatively by

sale or VAS .| due tw Volvo Aeros strategy ©f focusing on its core

operations ©f developing and manufacturing components for aircraft

of

engines combined with the reducing the companys tied-up

goal
capital

n May Volvo CE sold its Russian distribution network with assets
amounting to SEK 200 M the transaction had 4 minor effect on Volvos

result. In 5,y Volvo CE sold «= Turkish distribution network with assets

of SEK 232 M and SEK 36 M

and iabilities respectively classified as

assets held for sale. The transaction had a ¢+ on the

ve impac

pos

Groups i me of SEK 107 M.

mts--a-r-e-specfied4r-the

ellowing-tabl

Divestments 2009 2010
Intangible assets 3 o
Property piant @9 equipment 59 32
Assets under operating lease 42 190
Shares and 4 rticipations 65 0
Inventories 280 1096
Other receivables 112 334
Cash and cash equivalents 116 176
Provisions 80 10
Other liabilities 254 540

213 1298
Goodwiill 0 122

Divested net assets 213 1420

Cash and cash

equivalents received 321 1007
Cash and cash equivalents divested companies 116 176
Effect on Group cash and cash g ivalents 205 831

Assets and iabilities held for sale

At the end of 2010 the Volvo Group reports assets to 136

amounting

and liabilities g mounting t© 135 as assets and liabilities  held for sale.
Depending ©on the . i ecs With the sales L cocs changes ™ the

business environment access to jiquidity Market outlook ete. the rair

value of

ale may change ™ the forthcoming

periods or When transactio a. Rey ets

and lities to smaller

pe ar
2009 the Volvo p reported ing 692 and
to 272 as a: and riab s held

Assets and liabilities held for sale 2009 2010
Intangible assets 54 o
Tangible assets 618 43
Inventories 776 8
Accounts  receivable 109 56
Other current receivables 111 24
Other assets 24 5
Total assets 1692 136
Trade payables 108 31
Other current liabilities 164 104
Total 272 135
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NOTE 5

Joint

JOINT VENTURES

ventures are companies over which  Volvo

Volvos share of joint ventures Dec 31
together With Oneé or More external _ ... Joint ventures are reported balance sheets 2009
by applying "® proportionate consolidation method in accordance Non-current assets 2019
with IAS 31 Joint ventures. Group holdings ©f Shares in joint ventures Current assots oran
are listea below.
Total assets 4160
Dec 31 2010
Holding Shareholders  equity 2598
Shares in joint ventures percentage Provisions 286
i nwin B! i
Shanghai Su US corp. China 50 Long-term tiabilities 23
Xian silver Bus corp. China 50 Current liabilities 1253
Ni D 1 i
Dong Feng Nissan Diesel motor Co. Ltd. China 50 Total shareholders equity and jiapi 4160
VE Commercial vehicles Ltd. India 50
Direct and indirect ownership. Atthe end or 2010 arantees amounting *© 78 80 were issued ror
the benefit of joine ventures py AB voive. At the
Volvos share of joint ventures income share of contingent ‘abiliies issued py e i, ventures
statements 2009 2010 46 29.
Net sales 3171 4178
Operating iNncome 12 127
Income after financial items 25 169
Income taxes 9 66
Volvos share of income forthe period 16 103
2009 2010
Number of of which Number of
v
Volvos share of total Nnumber of employees employees women 70 employees
Shanghai Sunwin Bus Corp. 458 17 455
Xian siiver BUS corp. 172 17 144
Dong Feng Nissan Diesel Motor Co. Ltd. 138 12 141
VE Commercial vehicles vta. 1363 2 1479
Volvos share of total number of employees 2131 7 2219
NOTE 5 ASSOCIATED COMPANIES
The following table presents summarized financial information for the associated companies party owned py Velve. Volvo

associated companies according

not only the consolidated ,, Volvo.

part

to the equity Mmethod. The income

For more information

has joine control

Income statement data 2009 2010
Net sales 4027 3794
Cost or sales 3991 3840
Financial income and o, uense 7 32
tncome pefore taxes 29 78
Income taxes 28 46
Income of the period * 124

statement and balance

about Volvos

shareholding see notes 9 and 1s.

Balance sheet data
on-Curren assets
Current assets

Total assets

Shareholders equity
Provisions

Long-term liabiliies

Current liab

es

Total shareholders equity and iiabilities

sheet below reflects the total associated

Dec 31
2009

consolidates

Dec 31
2010

1932
2206
4138

2627
294

12
1205
4138

same date Volvos

amounted o

of which
women

16
21

14

the

companies

Dec 31
2010

razJ-2

1353
2824

1322
59

57
1386
2824

1558
3643

1686
61
452
1444
3643



NOTE SEGMENT REPORTING

Reporting by business segment

The Volvo Groups operations are organized n nine business agreas

Volvo Trucks Renault Trucks North American Trycks Trucks Asia

Buses Construction Egquijpment Volvo Penta Volvo Aero and Customer

Finance. in addition to the nine business areas there ¢ other oper-

ations ., nhsisting mainly of business units  that

The

are designed '© support

the business areas business units include Volvo

operations.

Powertrain Volvo 3P Volvo ,+ Volvo [ ogistics and Volvo Parts. As the

four truck brands = share ,qquct development production and other

activi

ies in business units such as Volvo 3P and Volvo Powertrain and

also share certain infrastructure in gistribution such as gealers the four

truck brands are The

reported 3S one aggregated PUSIN®SS gegment.
Volvo  Group

and

thus reported divided i six segments in which net sales

operating 'NCOME are (eported for €ach ,oquct area.

Each business area except for CUStOMEr Einance has total

respon-

sibility  fOr #=  gharating INCOME  operating capital  @1d  operating cash

flow. Volvo Financial Services within Customer Finance has

responsibil-

w TOr w= net iINCOMe and total balance sheet within certain restrictions

and | inciples that are established ., ,, The g, pervision and coord-

ination of treasury and tax matters = organized

The

centrany to obtain the

benefits of a Group-wide approach. legal Structure of the Volvo

Group = based on gptimal handling ©f treasury tax and administrative

matters gnd accordingly differs from the structure.

operating

The business units are designated t© the business areas and

support

are therefore MOl roporiable business segments. The resuits from the

synergies created in the business wunits are transferred back to the vari-

ous product areas. The aiocation = based on the yogree to Which inai-
vidual L odquct areas  have utilized the services of the business units. The
heading Other contains  4iny earnings ""%°9 '© corporate functions
including the Groups treasury operations. 1h€ Groups real estate held
in Volvo Group Real Estate = reported under industrial gperations and
earnings are transferred back to the business areas.

Reported segment information .. based on the information used
internally by the chief operating decision maker which in Volvo = the
Volvo  Group Executive Committee.

Net sales 2009 2010
Trucks 138940 167305
Construction  Equipment 35658 53810
Buses 18465 20516
Volvo Penta 8159 8716
Volvo Aero 7803 7708
Other and eliminations 538 680
InsiustrialOperations 2-08487 257375
Customer Finance 11712 9031
Rectassiifications-and eliminations - 1838. - 167
Volvo Group 218361 264749

The apove sales figures include internal sales i~ the following amounts

Net sales to Group companies
Trucks
Construction gquipment
Buses

Volvo Penta

Volvo Aero

Other and eliminations

Industrial Operations

Customer Finance

Eliminations

Volvo Group

internal sales between

cost of sales including calculated

expenses.

at market prices

Operating income
Trucks
Construction  Equipment
Buses

Volvo Penta

Volvo Aero

Other

Industrial Operations

Customer Finance

Volvo  Group

Depreciation and amortization
Trucks
Construction Equipment
Buses

Volvo Penta

Volvo Aero

Other

Industrial Operations

Customer Finance

Volvo  Group total

Of which write-down 33 221.

Research and development
_ezpens6s

Trucks
Construction Equipment
Buses

Volvo Penta

Volvo Aero

Other

Volvo  Group total

2009
1558
234
461
87
37
782
1595

243
1838
o

interest and product

2009

10805
4005
350
230

50
994
16333

680
17013

2009
9618
2036
555
515
435
777
12382

2845
15227

-20097 -
9525
1982
918
665
170
67
13193

2010
1421

347

490

21

984
1424

231
1655
o

business agreas are generally Mmade at standard

improvement

Internal sales from sService companies are generally made

2010
10112
6180
780
578
286
102
17834

18000

2010
8721

1975
464
453
436
710

11338

2454
13792

- 2010
9230
1972

882

670

156

60

12970
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Income from investments in

associated companies 2009 2010
Trucks 22 8
Construction  Equipment o o
Buses 12 15
Volvo Penta o o
Volvo Aero o o
Other 5 109
Industrial Operations 15 86
Customer Finance . o
Volvo Group total 14 86
Total assets 2009 2010
Operating assets Industrial Operations

Trucks 112157 114305
Construction  Equipment 40454 43309
Buses 12462 11565
Volvo  Penta 5444 4870
Volvo Aero 11326 9881
Other 936 2051
Total operating assets

Industrial Operations 182779 185981
Interest-bearing financial assets 45422 42645
Tax receivables 13639 13064
Total assets in Customer Finance 98772 89246
Other and eliminations 8347 12929
Volvo Group total 332265 318007

Defined .5 total assets less interest-bearing financial assets and tax

receivables.
Total shareholders equity
and jiapiiities 2009 2010
Operating liabilities  ndustrial  Operations

62003 69174

Construction  Equipment 14756 18697
Buses 7572 7762
Volvo Penta 2967 2519
Volvo Aero 4152 3517
Other 400 1259
Total operating liabilities

Industrial Operations 91850 102928
Financial liabilities 86911 67335
Tax liabilities 2861 4702
Total liabiities in Customer Finance 90223 81226
Ottierana  eliminatiorrs 6614 11305
Total liabilities 265231 243886
Shareholders  equity 67034 74121
Volvo Group total 332265 318007

Defined as total navmues less shareholders oquity financial nabmues — and

tax uabites

Investments in associated companies 2009

Trucks

Construction Equipment
Buses

Volvo Penta

Volvo Aero

Customer Finance
Other

Volvo Group total

Ccapital expenditures

Trucks

Construction  Equipment
Buses

Volvo Penta

Volvo Aero

Other

Industrial Operations

Customer Finance
Eliminations

Volvo Group total

Reporting by market
Net sales

Europe

North America

South America

Asia

Other markets

Volvo Group total

of which
Sweden
United States

France

Total assets

Sweden

Europe excluding Sweden
North America

South  America

Asia

Other markets

Volvo  Group total

Ccapital expenditures
Sweden

Europe excluding Sweden
North America

South  America

Asia

Other markets

Volvo Group total

217

51

19
300
588

2009
7272
1307

687
533
104

10542

4102
71
14573

2009
99518
40223
17613
45273
15734
218361

10412
31243
25344

2009
77528
105265
60223
20322
60286
8641

332-26.5

2009
3924
6135
2622

97

1574

14573

18
378
684

2010
7650

1555

343

734
30
10643

4600
38
15205

2010
102947
47922
29013
65487
19380
264749

12463
35752
24457

2010

73806
86645
53683

23442
72481
7950

3.r8C1.07

2010
3323
6733
2039
292

2707

15205



NOTE 8 OTHER OPERATING INCOME AND

Gains/losses on divestment of

Group companies

Write dOWN o assets held for sale

in allowances and write-offs

Change for doubtful

Change in allowances and write-offs for doubtful

Damages and

litigations
Restructuring Ccost

Volvo  ,rofit sharing program

Other income and expenses

Total

NOTE E INCOME FROM
ASSOCIATED COMPANIES

INVESTMENTS IN

Income/loss
UD Trucks wiigata CO
JV Fonderie venissieux

Works  Ltd

HB

Merkavim Metal
Blue chip Jet

Holdings ©f VOIVO 1ochnglogy  Transfer

Other companies
Subtotal

Revaluation and write-down of shares

Thomas Hardie Commercials Ltd

Blue Jet HB

Chip
Other companies
Subtotal

Gains |osses on divestment of

shares in associated companies

UD Trucks jiigata CO 13 -
Investments  held
Subtotal 13 -
Total jncome lOoss from investments 2 Write-downs
in associated companies 14 86 which a market vaiue
Investments  neld by the VOIVO o iure-capital company.
NOTE OTHER FINANCIAL INCOME AND EXPENSES
SEK M
Financial instruments at fair value through profit OF loss
Exchange rate gains and losseson fin ancial
Financial income and expenses 'elated to taxes
Costs for Treasury function credit faci etc
Total
In exchange rate gains and losses On financial assets and iabmwes  the devaluation effect
For further information regarding financial instruments .. . see note 37.

EXPENSES

receivables customer financing

receivables other

O

NOTE

2010

=
Nl

Deutz AG

Other

3 39
1 58

Subtotal

INCOME FROM OTHER

Dividends received

Holdings of UD Trucks

Write-downs of shares

12 75 Holdings

Other

Subtotal2
11

Gain on
2 Holdings

13 11 Holdings
Other

Subtotal

Total

of Volvo Technology

of UD Trucks

by the Volvo

n Venezuela is included with

of Volvo Technology Transfer

divestment of shares

Transfer

venture-capital

of shares refer gptirely to financial

can not be calculated..

neg

274

2009

368
2327
692
71
635

804
4798

INVESTMENTS

2009

22

36

[e2]

6

company.

20CF9
90
174

268
392

2010
34
65

1438

360
192
2023

2010
14

23

107

108

10
24
7

27

58

assets available for sale for

871

-351--
20
287
213
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NOTE INCOME TAXES
Mew  ing

Income taxes were distributed s follows

2009 2010
Current taxes rciaung © the periog 989 3668
Adjustment of current taxes
for prior periods 73 180
Deferred taxes originated OF
reversed guring e period 6981 747

Recognition and derecognition
of deferred tax assets 30 67

5889 4302

Total iNncome taxes

Provisions have been made for estimated tax charges that may arise

as a result of . tax audits in the Volvo Group. Volvo evaluates tax

processes ©N @ regular Pasis and makes . i ions fOr possible ©Ut-
come when . = probable that Volvo will have to ., MoOre taxes and
when « = possible to Make a oasonaply assessment ©f the possible

neces-sary

Deferred taxes relate to INCOME taxes payable or recoverable in
future periods in respect of taxable (o o rary differences deductible
temporary differences unused tax-loss carryforwards ©r unused tax
credit carryforwards. Peferred tax assets are recognized to the extent

that « = probable that the amount can be utilized future tax-

against
able income. At December 31 2010 the valuation allowance attribut-
able to deductible temporary differences unused tax-loss carry for-
wards and unused tax credit carryforwards for which po deferred tax
asset Was recognized amounted to 339 296. The major part of the

reserve consists or unused loss carryforwards.

Deferred taxes amounting te 93 neg 816 have been reportea in
other comprehensive iNncome attributable to fair value of derivative

instruments.

FINANCIAL STATEMENTS

At year-end 2010 the Group had unused tax-loss carryforwards
amounting t© 25000 30200. These 1oss g ryforwards expire

according te the table below

Due date 2009 2010
2011 300 100
2012 100 100
2013 100 200
2014 400 400
2015 800 800
2016- 28500 23400
Total 30200 25000

The Swedish income tax rate = 26.3%. The table below

corporate
shows the Liincipal reasons for the difference between this rate and

the Groups t@x rate based on income arter financial items.

2009 % 2010%
Swedish corporate income tax rates 26 26
Difference in tax rate in various countries 2 a
Capital gains o o
Other non-taxable income o 3
Other non-deductible expenses o
Adjustment ©f current taxes for . oars 1
Recognition and derecognition
of deferred tax assets
Other net 1
Income tax rate for the Group 29 28



Specification Of deferred tax assets

and tax liabilities 2009 2010
Deferred tax assets
Unused tax-loss carryforwards 8939 7327
Other unused tax credits 85 121
Intercompany profit =~ inventories 459 711
Allowance for inventory obsolescence 860 439
Valuation allowance for doubtful receivables 702 587
Provisions for warranties 1071 1722
Provisions for residual value risks 387 306
Provisions for
post-employment benefits 2066 2068
Provisions for restructuring measures 169 61
Adjustment t© fair value at company
acquisitions o 12
Fair value of derivative instruments 240 45
Land 2377 2455
Other deductible differences 4474 4594

temporary
Deferred tax assets before

deduction for valuation allowance 21829 20448

Valuation allowance 296 339

Deferred tax assets after

deduction for valuation allowance

21533 20109

8938

Netting of deferred tax assets/liabilities

7799

ar trigamwith |ong

indefinite and France.

utilization

periods of mainly
total deferred tax asset for 155 carryforwards 7327 8939 an amount

or 3665 4653

Sweden

in income lOSS rfor the periog and in relates to

equity

with indefinite time of utilization. VOIvo considers « MOSt prob-

able that the Volvo Group Wi be able to generate sufficient income in

the coming years 1O utilize the tax loss carryforwards. S€€ note 2-

13

NOTE MINORITY INTERESTS

Minority interests in income loss for the period and in shareholders
22% in seriec Maroc s.A 30%0 in shandong Lingong Construction
Ld 20%.

14

NOTE INTANGIBLE AND TANGIBLE ASSETS

ill
Intangible assets gcquisition COStS Goodwi
Value in balance sheet 2009 23827
Capital expenditures3 -

Sales/scrapping

70

847

26
22936

Acquired and divested operations
Translation differences
Reclassifications and other

Vvalue in balance sheet 2010

equity

2009 2010

Deferred tax liabilities

Accelerated depreciation ©N property

plant @9 cquipment 4046 4094

Accelerated depreciation ©N leasing

assets 2073 2111

LIFO valuation of inventories 228 224

Capitalized product 2nd

software development 3724 3597

Untaxed reserves 98 97

Fair value of derivative instruments 67 20

Other taxable temporary differences 2340 2178
Deferred tax liabi 12576 12321

Netting

Deferred tax liabi

Deferred tax assets/liab

Deferred taxes are partially recognized

after taking inte account oersetting

of deferred tax assets/liabilities

es net

possibilities.

8938
3638

7799
4522

8957 7788

i the balance sheet gn a net basis

Changes '» tax rates during

2010 and 2011 have been considered when measuring deferred tax assets
and deferred tax wabmnes and have affected the INCOME tax cost of the
vear, Deferred tax assets and neswues  have been measured to the tax rates
that _are expected '© apply t© the period when the asset i= realized or the

= settled

TI

icur I \which

Currently

Sweden and which deferred incol

SEK 47 binien 40

upon

= approximately

taxation rules depending ©N country.

not taxable and in SOMeE countries ther;

36 about how Volvo handles

Machinery CO Ltd 3090 as well as

Entrance Product and

fees industrial software

programs development
3833 25148
15 3255

o 156

o (0]

49 400

a
3800 27851

of undistributed

intends to

equity currency

consisted mainly of the minority interests

Eign
indefinitely 't ou of

me taxes have not been provided
at year end. There are different
In some countries dividends are
e are withholding t@*es- See note

risk

in Volvo Aero norge A/S

in UD Trucks South Africa Pty

Other Total

intangible intangible

assets2 assefs
6719 59527
54 3324

79 235
o 70

138 1158
57 88
6889 61476
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Accumulated depreciation and amortization
Value in balance sheet 2009

Depreciation and amortization6

Sales/scrapping
Acquired and divested o ations
Translation differences

Reclassifications and other

Value in balance sheet 2010

Net carrying Value in balance sheet 20094

Net carrying value in balance sheet 20104

Tangible assets Land and 1and

acquisition COSts Buildings improvements
Value in balance sheet 2009 31859 12641
Capital expenditures3 617 119
Sales/scrapping 472 105
Acquired and divested o ations 0 o
Translation differences 912 50
Reclassifications and other 466 138
Value in balance sheet 2010 31558 12567

Accumulated depreciation Land and 1ana

and amortization

Buildings improvements
Value in balance sheet 2009 14780 1042
Depreciation and amortizations 1207 98
Sales/scrapping 224 22
Acquired and divested o ations 0 o
Translation differences 192 20

and other 4 32

Reclassifications

Value in balance sheet 2010 15567 1066
Net carrying Value in balance
sheet 20 094 17079 11599
Net carrying Value in balance
sheet 20101.7 15991 11501

Includes On the date of IFRS adoption acquisition costs of 14184 and

accumulated amortization of 3863.

N

Other jhtangible AaSsets mainiy consist of trademarks and distribution
networks
3 Includes capitatizea borrowing costs &F 92 73.

a costs less accumulated depreciation amortization and

Acquisition

write-downs.

5 Machinery and equipment pertains mainly '© production equipment.
of which write-down 33 227 .

o

7 Of which Investment ,,opery, 948 and property prant and  equipment

53294.

ANCIAL sTT EMENT s

Entrance Product and Other Total

fees industrial software intangible intangible
Goodwill programs development assets assets
- 1762 13739 2398 17899
- 59 2857 389 3305
- o 45 78 123
- (o] o o o
- 1 285 84 370
- e} 5 46 51
- 1820 16271 2671 20762
23827 2071 11409 4321 41628
22936 1980 11580 4218 40714
Total
Construction investment
'™ progress property
including property Assets under Total
Machinery advance plant and operating tangible
and  equipments payments equipment leases assets
68851 4578 117929 31993 149922
3806 2446 6988 4893 11881
1730 7 2314 5459 7773
0o o o 223 223
1308 148 2318 2843 5161
895 1160 63 288 351
70514 5709 120348 29095 149443
Total
Construction investment
in progress property
including property Assets under Total
Machinery advance plant and operating tangible
and equipments payments equipment leases assets
46827 - 62649 11605 74254
4772 - 6077 4410 10487
1549 - 1795 3082 4877

o - o 55 55

691 - 903 1142 2045

114 - 78 2288 2210
49473 - 66106 9448 75554
22024 4578 55280 20388 75668
21041 5709 54242 19647 73889

Reclassifications and other mainly consist of assets under operating
leases related to joga S21€S transactions Where revenue = def erred
and accounted  for

as operating '€@S€  revenue. Assets classified as

inventory 41l1-when-tye-operatir g-lease-f . det is applied-for revenue

recognition be reclassified from jnventory to assets under .o aiing

leases When the logas Sales transaction occurs. w the product =
returned arter the lease period there will again be a reciassification
from assets under operating '€35€S  © lcncory. When o buy-back

agreement M35 expirea PUut the related product = NOt returned the
acquisition cost and the accumulated depreciation are reversed in
reclassification and other within the line item assets under operating

leases. SOME of tha reclassifications  within oo

@ti o & er % -
it o B plant & Quin @

assets relate to

ry




Depreciation and

amortization py type of asset 2009 2010

Intangible assets 3589 3305

Property plant @9 equipment 6562 6077

Assets under operating leases 5076 4410

Total 15227 13792

Capital expenditures by type of asset 2009 2010
Intangible asSsets 2935 3324
Property plant and equipment 7392 6988
Assets under g, ating leases 4246 4893
Total 14573 15205
Goodwill

Volvo verifies annually OF MOre frequently necessary the value of =

operations ' ensure that they 00 not fan below the carrying value.

impairment = detected e g5 ying value in the first place goodwill

ten down. V[ivos evaluation model .. based on a dis-

slel ith 5 D LIT o ge n
3 oo -genc¥@y fied as

= expected to mamtain stable capital

efficiency over

time. The evaluation

made on nominal values and a general rate of

inflation in line with the European used. Volvo yses a dis-

target =

counting factor calculated to 12% 12 before tax for 2010.

buring 2010 the value or Volvos operations has exceeded the
carrying Value of goodwill for an business areas and accordingly no
impairment has been (ecognized. Volvo has also evaluated whether

there m overvalue  with reasonable changed

assumptio
ment
big SHfect thBt t wotild  Be

wi

Wi hal uch

ndividual

impairment.

Since the overvalue differs between the business areas they are to

described

a varying degree t© changes " e assumptions

above. Volvo therefore continuously follows the development of the

business areas whose overvalue is dependent ©On the fulfiiment of

in the business and

Volvos assessments. v recovery

Instab

volatility

in interest and rates

currency may 'ead to indications of impairment.

The most factors for the of VoOIvVo  are

important future operations
described in the Volvo business area section as well as in the Risk

management section.

Goodwill per Business Area 2009 2010
Volvo  Trucks 3905 3913
Renault Trucks 2580 2249
Trucks Asia 5752 6041
North American Trucks 1387 1334
Construction  Equipment 8607 7806
Buses 1178 1174
Other business areas 418 419

23827 22936

Total goodwill Vvalue

Investment prog

mated fair varnee i at

year-end based on the yicia. The 4 return .. based on current

require

property Mmarket conditions for comparable properties = comparable
locations. 89% or the investment ., .., jes were leased out dguring

the _or 93. Net income for the was affected 223 268 in

year

rental income from investment properties and 63 45 .. airect costs.
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NOTE SHARES AND pARTICIPATIONS

Group holdings of shares and

participations " non-Group companies

Shares in associated companies equity method of account
Blue cp, Jet . HB sweden

UD Trucks Doto corporation Japan

UD Trucks jiigata cCorporation Japan

Merkavim Metal Works | tg israel

JV Fonderie venissieux France

PK-UD Axie co.Ltd. HangZhou China

Diamond Finance |tg Great gritain

Blue chip Jet HB Sweden

Ouingdao Sunwin BuUS cgrp China

Arabian Vehicle Truck |ndustry Ltd Saudi  Arabia
effpower AB sverige

Powercell Sweden AB Sweden

Other poidings

Total shares and participations in associated companies

Shares and participations in other companies
Deutz AG Germany

Nippon Express Co.Ltd. Japan

Nishi-Nippon Railroad Co Ltd japan

Sankyu Inc. Japan

ron pPlanet.com ine. USA

TBK co.Lta. Japan

Vantage Equipment. LLC USA

Scott Van keppel USA

Other noldings

Total shares and participations in other companies
Total value of Group holdings of shares and participations

non-Group companies

. Volvos share of shareholders oquiry ' a@ssociated combanies el equity

The  carrying values of Volvos holdings of shares and participations

The  Carrying ValUe = gqual t© the market value for holdings in listed

carrying value
Deutz AG Germany 458
Nippon Express Co.Ltd. Japan 131
TBK co.Ltd. japan 68
Sankyu Inc. Japan 53

kuyarxia-Transporting-CoLTd_Jap

Senko Co.Ltd Japan 30
Tonami Holdings Co.Ltd Japany_ 14
Yamato Holdings Co.Ltd. Japan 2
Holdings in other listea companies 46
Total holdings in listed other companies 836
Holdings in non-listed companies 578
Total shares and participations in other companies 1414

value cannot be determined are

Unlisted shares for Which  a reliable

reported at the acquisition value reduced in appropriate cases by write-downs.

ing

Registration Percentage

number holding

969717-2105 50

969639-1011 45

556570-8541 34

556759-8353 47

i untaxed reserves amounted to 684 588.

Dec 31 2009

Carrying Vvalue

284
83
54
41
38
18
19

17

588

286
128
47
64
34
26
18
14

839
1456

2044

in listed companies as ©f December 31 2010 are shown

companies.

Dec 31 2010

carrying value

319
94
61
37
32
30

18

29
27

684

53
34
68

15

14

1414

2098

. the table below



Changes in the Volvo Groups holdings of shares and participations 2009 2010

Balance sheet December 31 preceding year 1953 2044
Change in Group structure 15 -
Acquisitions and divestments net 45 104
Write-downs 48 119
Capital contribution 2 31
Share of iNCOme in associated companies 12 75
Revaluation  ©f shares to fair Value 92 148
Translation differences 74 22
Dividends 21 1
Revaluation °f holdings © Volvo Technology Transfer 80 -
Reclassifications - 42
Other 18 14
Balance sheet December 31 2044 2098
NOTE 16 NON-CURRENT CUSTOMER-FINANCING RECEIVABLES
2009 2010
Installment credits 18517 15673
Financial |easing 20478 19620
Other receivables 718 732
Total 39713 36025
Effective interest rate for non-current customer-financing receivables Non-current customer-financing receivables maturities
was 6.54% as .. December 31 2010. 2012 16814
During 2010 SEK 41 binion of Which SEK 2.6 bilion of the non- 2013 11668
current customer-financing feceivables in Brazil Were sold as a risk 2014 4929
mitigation Measure and o release capital for reinvestment in the 2015 2120
countr: 2016 or iater 494
Total 36025
See notes 36 and 37 for financial instruments and goals 2" Lolicies
in financial risk management.
NOTE 17 NON-CURRENT RECEIVABLES

Gmy

Other
Other

Other

Total

loans to external

interest-bearing parties

interest-bearing financial receivables

financial receivables

recewa es

See notes 36 and 37 ror financial instruments and goals aNd

2009 2010
287 204
298 562

1425 1741
1r1a- 1676
3623 4184

policies N financial risk management.
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NOTE INVENTORIES

Finished products
Production materials etc.

Total

Inventories recognized as cOst of sale during the period amounted o

Increase decrease in allowance for inventory Obsolescence
Balance sheet December 371 preceding year

Increase  in allowance for inventory Obsolescence chargeda t© iNcOMe
Scrapping

Translation differences

Reclassifications  ete.

Balance sheet December 31

NOTE 9 CURRENT CUSTOMER-FINANCING RECEIVABLES

Installment credits
Financial |easing
Dealer ¢ ancing

Other receivables

Total

Effective interest rate for short-term customer-financing receivables
was 6.38% s per December 3] zo1o0.

During 2010 SEK 41 bition or which SEK 1.5 bition of the current
customer-financing receivables in Brazil were sold as a risk mitigation

measure and to release capital for reinvestment in the country.

NOTE Z g CURRENT RECEIVABLES

Loans to external parties

Other financial receivables

interest-bearing

Accounts receivable

Prepaid expenses and accrued income
VAT leceiyvables

Other financial receivables

Other receivables

Total after deduction of valuation allowances for doubtful accounts

Fair value financial derivatives.

een E-N .

170723 153014.

See notes 36 and 37

in financial

policies

financial

risk management.

receivable

2009
23612
14115
37727

2009
3522
1045
399
79
12

4101

2009
15070
13589
12435

1170
42264

2009

403
21337
3027
2237
2195
4623
3382

instruments

2010
24572
15265

39837

2010
4101
79
439
191
10
3382

2010
11988
10860
12598
1217
36663

and goals and

2010

11

24433
3043
2662

1715
4436
36633



Change of valuation allowances for doubtful accounts receivable 2009 2010

Balance sheet December 31 preceding year

New yaiuation allowance charged to income
Reversal of valuation allowance charged to INCOMe
Utilization of valuation allowance related to actual losses
Acquired and divested operations

Translation differences

Reclassifications  etc.

1749 1301
638 187
274 609

664 86

88 44
53 28

Balance sheet December 31 1301 721
See notes 36 and 37 ror financial instruments and goals A Lojcies I financial risk management.
NOTE 21 MARKETABLE SECURITIES
Marketable securities consist mainly Of interest-bearing Securities distributed as shown below

2009 2010
Government securities 147 146
Banks and financial institutions 3387 3527
Real estate financial institutions 13142 6094
Total 16676 9767
NOTE 2 2 CASH AND CASH EQUIVALENTS

2009 2010
Cash in banks 13540 16858
Bank certificates 2999 2286
Time geposits in banks 4695 3822
Total 21234 22966

Bank certificates which matures within three months from ,cquisition.

Cash and cash equivalents at December 31 2010 include SEK 0.7

biion 1.2 restrictea for use py the Volvo Group and SEK 7.4 binion

23

NOTE SHAREHOLDERS EQUITY

The share capital  ©f the Parent Company = divided into two series of

shares A and B. Both series carry the Same rights except that each

Series A share carries the ign¢ to One vote and each Series B share car

riesthe . to one tenth of gvete. The shares g, ., value = SEK 1.zo.

Cash dividend decide , e nnua S€ra Mee.ung 20 was

5.3 that are jiquia fUNds in countries where controls  or

exchange

Other jegail restrictions  appiy.

o.00 2.00
Unrestricted  oq iy = the Parent Company at December 331 2010

amounted to SEK 31962 minion 21462.

per Share  or totar of SEK 0.0 minion 4054.8.

The cumulative amount or the g, change difference  deferred to equity

re @ ing © asse S tOrsate amounstc positivesEk-3-mitttorreo.

o1
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Information regarding NUMber of shares
Own series A shares
Own series B shares

Total own shares
own shares in X0 of totar registered Shares

Outstanding Series A shares

Outstanding Series B shares
Total

outstanding Shares

Total q Series A shares

registere
Total registered Series B shares

Total registered shares

Average nhumber or outstanding shares

Available-for-Change.

Balance at January 1 2010

Change in fair value of contracts hedging currency fiSks

Tax ON change '» fair value or contracts risks

hedging currency
Transfers to income

Tax on transfers to iNCOMe statement

Change in fair value of commodity contracts

Fair value adjustments regarding holding " DPeutz

Fair value  ,qiustments regarding shares held py UD Trucks
Fair value adjustments regarding holding " Vindic AB

Balance at December 31 2010

Earnings per share

Earnings per Share are calculated as INCOME for the g iqq atribut
able o the Parent Companys shareholders divided py the Parent
Companys average NUMber of shares outstanding for the fiseal yo.
Diluted earnings per share = calculated gas income for the period
attributable to the Parent Companys shareholders divided py the
average NUMber or shares outstanding plus the average Number or

shares that would be issued as an €ffect of ongoing share-based

. - shares
incentive programs. " during the year there were potential
redeemed or expired during the period these are also included .. the
used calculate the share
average number or shares to earnings per

after dilution.
The share-based incentive program creates a dilution effect when

the non-market-based financial e achieved  for the fiscal year.

goals ar
The requirement for 2009 was not met. For 2010 AB volvo had no

- i transactions have occured
share-based incentive ., oqram. No other

f a a ec e

have an effect ONn trompitattion-t-tle-TepUrte

share capitar

invay . 1TS

2009 2010
20728135 20728135
80265060 80265060
100993195 100993195
a.74 a.74
656873495 656873495
1370553530 1370553530
2027427025 2027427025
677601630 677601630
1450818590 1450818590
2128420220 2128420220
2027419396 2027419396
Total
2 120 123
3 - 3
1 - 1
354 - 354
93 - 93
103 - 103
- 172 172
- 14 14
- 10 10
87 28 115
2009 2010
Number or shares December 31 i miions 2027 2027
Average number or shares
before ailution in millions 2027 2027
Average number or shares after
dilution in millions 2027 2027
Average share price SEK 53.65 85.75
Net income attributable to
Parent Company shareholders 14718 10866
Basic earnings per Share SEK 7.26 5.36
Diluted earnings per Share SEK 7.26 5.36
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NOTE PROVISIONS FOR POST-EMPLOYMENT BENEFITS
NOVA

- benefits such as i healthcare and other " :
Post-employment pensions Assumptions applied for December 31 December 31
y . i _ " N 0,
benefits are mainly settled py Means of o gylar payments t© inde actuarial calculations %0 2009 2010
pendent authorities o podies that assume pension obligations and Sweden
administer pensions through 9€fined-contribution o The remaining Discount rate 4.00 475
ost-employment benefits are defined-benefit plans that ;o the obli-
P ploy P! Expected return on plan assets2 6.00 6.00
gations remain within the volvo Group or are secured py OWN pension .
Expected sgjary iNcreases 3.00 3.00
foundations. Costs and the obligations at the end of the period for
§ § Inflation 1.50 1.50
defined-benefit .5 are calculated based on actuarial assumptions
and measured on a discounted basis. The Volvo Group defined-benefit United States
relate i subsidiaries in the U.s. and i both
plans mainly  te ” comprise Discount rate-3 4.00-5.75 3.25-5.50
ensions and other penefits SUch as healthcare. Other -
P large-scale Expected return on pian assets2 7.65 7.65
defined-benefit plans apply for salaried employees in Sweden  mainly .
he Swedish TP d Expected salary increases 3.00 3.00
through the Swedis| pension plan 2% employees in France and
Inflation 2.00 2.00
Great Britain. S€eé note . for further information about the accounting
principles. France
The (ollowing t@bles disclose information apout defined-benefit Discount rate 4.50 2.50
lans in the Volvo Group. Volvo reports the difference between the
plans roup reports Expected salary increases 1.00-3.00 1.00-3.00
obligations @M the plan assets adjusted for unrecognized actuarial
inflation 1.50 1.50
gains and losses in the balance sheet. The information refers to
assumptions applied for actuarial calculations periodical costs and Great Britain
the value ©f gpligations and plan assets at year-end. The tables also Discount rate 5.50 5.40-5.50
include reconciliation of i i and assets the
obligations plan during year Expected return on pian assets2 5.00-6.30 5.00

and the difference between . values and 5 amounts
air carrying reported Expected sajary iNCreases 3.50 3.70-3.85

on the balance sheet date.

3.00 3.20

e discount rate for each to ma|
re i n
000 I
arket i» such pgonds the are u he
70 36121 .
scount rate for the Swed rmined
€ of plan asset 10 22954 erence to mortgage bonds.
Funded status 15460 13167
2 for the o accounting perica. These assumptions reflect

i the expected long-term return rate on M assets based ypon hifjprical

U ogni actuarial ns
a <. ollss aRo 1offf atc B ﬁ - 4 nllstme h
n e ' QU vfjtme . e as been
pastoser 'c

VicCH os 3
calculated net of admy fve expenses and appiicapie taxes.

Net provisions for post-
employment benefits 6002 5862 3 For an  plans except ON€ the discont rate used i= within the range 4.75-5.50%
5.00-5.75.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Pension costs 2009 2010
Current ., service costs 9269 896
Interest costs 1684 1510
Expected return on g5, assets 1362 1402
Actuarial gains and losses 504 420

Past service costs

-Unvested 18 19
- vested 314 28
of Which cfrect  of agreement With UAW . Mack  Trucks 317 -
Curtailments and settlements 36 38
Termination benefits 40 34
Pension costs for the period defined-benefit plans 1575 1467
Pension costs for defined-contribution plans 3116 3273
Total pension costs for the period 4691 4740

For each plan actuarial gains and losses are reported @s INCOME or expenses When the accumulated amount exceeds the so called corridor. The income or

expenses are theén recognized over the expected average remaining service period ©f the employees.

Costs for the period post-employment benefits other than pensions 2009 2010
Current yvear service costs 270 49
Interest costs 334 170
Expected 'St on pjan assets 1 -
Actuarial gains and losses a 1

Past service costs

- Unvested 7 -
- Vested o 26
Curtailments and settlements 1124 2

of Which orecte or agreement with UAW in Mack  Trucks 1104 -
Termination benefits 20 7
Total costs for the period post-employment benefits other than pensions 1758 253

income

riol

For each plan actuarial gains and losses are reported as iNcome or expenses Elhen the accumulated amount exceed the g, called comdor.l

ex a ai ser, ofiloa ©f the
L]
intiler ve hec Sts obligations) 32 (s rojhe
benefit obligation mately 8. Calculations made as of Decem 31 2011

e
i
post-employment show an annual

by approximately 155 and the post-employ- increase or 8% in the weighted average per capita COSts or covered
ment benefit gypense for e Loriod by approximately 10 A decrease health care benefits. « = assumed that the o coniage Wil decline
of ONe percentage point Wwould decrease the accumulated value of gradually to 4.5% and then remain at that level.

United Great us

Obligations in Sweden States France Britain Other Other
defined-benefit plans Pensions Pensions Pensions Pensions benefits plans Total
Obligations at January 1 2009 9097 13648 2087 4035 6971 5333 41171
Acquisitions divestments and other changes - - 53 _ _ 3 56
Current ., service costs 323 264 65 52 252 283 1239
Int_erestcos s 414 774 104 242 328 168 2030

Past service costs

Unvested . a0 - - - - 89

- Vested - 316 3 =

of which erect o agreement with  UAW in Mack Trucks - 317 - - - - 317
Termination benefits 32 - 1 - - 25 56
Curtailments and settlements 8 18 - - 3163 140 3329

of Which ofrect or agreement with UAW  in Mack Trucks - - - - 1104 - 1194

ofWhich (cciassification w financial liability 10 Mack Trucks - - - - 4282 - 4282
Employee contributions - - - 24 - 1 23
Actuarial gains and losses 321 1096 18 187 231 47 1806
Exchange rate translation - 1008 110 73 320 148 1513
Benefits paid 299 992 216 175 607 671 2960
Obligations at December 31 2009 9881 13358 1897 4438 3697 4799 38070

of which

Funded defined-benefit plans 9465 12923 - 4438 - 2277 29103



Obligations in

defined benefit plans

Acquisitions divestments and other changes
Current ., service costs

Interest costs

Past service costs

- Unvested

- Vested

Termination benefits

Curtailments and settlements

Employee contributions

Actuarial gains and losses

Exchange r&te translation

Benefits iy
Obligations at December 31 2010

of which

Funded defined-benefit plans

Fair value of plan assets in
funded plans

Plan assets at jJanuary 1 2009
Acquisitions divestments and other changes
Expected return on 5, assets

Actuarial gains and losses

Employer contributions

Employee contributions

Exchange rate translation

Benefits paid

of which reclassification o financial liability  in Mack Trucks

Plan assets at December 31 2009

Acquisitions divestments and other changes
Expected "StUrM on pjgn assets

Actuarial gains and losses

Employer Sontributions

Employee contributions

Exchange rate translation

Benefits paid
Plan assets at December 31 2010

Sweden

Pensions

27
33

1170

324
9144

8794

Sweden

Pensions

5467

328
635

6430

386

262

7078

United
States

Pensions
10
258

665

11378

United
States

Pensions

10672

719
373
156

574
1009
9535

France

Pensions

54
77

44

18

245

112
1605

France
Pensions

Great
Britain

Pensions

45
233

21
28
370
168
4226

4226

Great
Britain

Pensions

3992

72
173

4392

216
208
103
21
378
168
4393

us
Other

benefits

33
207
220

3441

us
Other

benefits
104

74
73
28

NN

24

Other

plans

28
247

11

78

171
429
4707

2203

Other
plans
1870
141
89
43

20
36
190

1894

26
77

18

12
166
124

1924

Total
40
945

1700

14

36
43

30
528
1782
2327

36121

26601

Total

22105
144

1358

1463
280

a4
1098
1398
73
22610

29
1398
861
446
33
1120
1303
22954
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