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VOLVO FINANCIAL SERVICES

INCREASED PROFITABILITY AND GROWTH

By developing long-term relationships with cus-
tomers and dealers, VFS seeks to establish a
number one market position for the financing of
Volvo Group products where we operate.

When customers choose a vehicle or equipment
supplier, the offer of supplementary services is
an important factor. Customers desire solutions
that can enable them to work more efficiently
while maximizing profitability and reliability. VFS
creates value for Volvo Group customers by pro-
viding solutions including financing, leasing and
insurance. These services are of increasing impor-
tance to the Volvo Group's total offer.

Portfolio improvements
Although global economies and financial markets
continued to be characterized by uncertainty and
volatility during 2011, the VFS portfolio showed
strong improvements in customer repayment
patterns as evidenced by continued reductions
in customer delinquencies, defaults and repos-
sessions. During this period, VFS also success-
fully reduced inventories of repossessed units
as used truck and equipment demand increased.
Reduced credit losses have primarily contributed
to VFS'increased profitability during the year.
Volvo Group unit deliveries strengthened and
financing market shares remained stable during
2011. As a result, VFS returned to growth with a
disciplined approach to balancing new business
development with risk and cost control.

execution and speed to market. This approach

has prepared VFS to capitalize on profitable
growth opportunities with stable, efficient and
scalable business platforms.

In the mature markets of North America and
Europe, VFS continues to improve operational
leverage and optimize results with standard
technologies, solutions and shared services. In
developing markets such as China, Russia and
Brazil, VFS continues to make investments in
prudent growth with a focus on strengthening
local operations and maintaining a disciplined
risk management structure. Downturn prepara-
tion and readiness are always in focus for such
markets regardless of the current business envi-
ronment. In India, VFS serves the market with a
branded private label alliance in support of Volvo
Group unit sales.

Customer finance operations
Total new financing volume in 2011 amounted to
SEK 44.8 billion (35.1). Adjusted for changes in
exchange rates, new business volume increased
by 35% compared to 2010 as aresult of increased
sales volumes of the Volvo Group products and
stable penetration levels. In total, 49,757 new
Volvo vehicles and machines (34,522) were
financed during the year. In the markets where
financing is offered, the average penetration
rate was 25% (25).

As of December 31, 2011, the credit portfolio
was SEK 95,544 M (84,550). During 2011 the
credit portfolio increased by 13.8% (decrease:

VFS continues to strengthen and standardize its
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_.operations...in.ways_that increase efficiency, .

Conducts operations in customer and dealer financing.

Number of employees
1,328

terms of maturity, interest rates and currencies
in accordance with Volvo Group policy. For fur-
ther information see note 4.

The operating income for the year amounted
to SEK 942 M compared to SEK 167 M in the
previous year. Return on shareholders’ equity
was 7.3% (0.4). The equity ratio at the end of the
year was 9.1% (9.0). The improvement in profit-
ability is driven mainly by lower credit provisions
and higher earning assets. During the year,
credit provision expenses amounted to SEK
682 M (1,438) while write-offs of SEK 804 M
(1,460) were recorded. The write-off ratio for
2011 was 0.93% (1.65). At the end of December
31,2011, credit reserves were 1.33% (1.69%) of
the credit portfolio.

As a consequence of the strong volume
growth in Brazil, VFS executed on its second
large portfolio syndication in the second quarter
of 2011. This transaction of approximately SEK
4 billion of the Brazilian credit portfolio served
as an important risk mitigation measure and
successfully freed up capital for reinvestment in
the country. The transaction generated a posi-
tive impact on operating income of SEK 45 M.

4.4), adjusted for exchange-rate movements.

_The funding of the credit portfolio is matched in

Position on world market

Volvo Financial Services operates exclusively to sup-
port the sales and leasing of vehicles and machines
which are produced by the other business areas,
enhancing their competitiveness.
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FINANCIAL STRATEGY

BALANCING GOOD RETURNS AND
FINANCIAL STABILITY

Volvo’s goal is a strong and stable

financial position

Along-term competitive market position requires

availability of capital to implement investments.

The financial strategy ensures that the

Group's capital is used in the best possible man-

ner by:

= balancing shareholders’ expectations on favora-
ble returns with creditors’ demands for financial
stability

= strong and stable credit ratings

- diversified access to financing from the capital
markets

= margin in the balance sheet to cope with a
strong decline in the economy

- financing at competitive conditions to customers.

The goal concerning capital structure is defined
as the financial net debt for the Industrial Opera-
tions and it shall under normal circumstances be
below 40% of shareholders’ equity.

Volvo carefully monitors the trend of financial
key ratios to confirm that the financial position is
in line with the Group's policy. The financial key
ratios include order intake as well as operational
and financial development.

The good demand for the Group's products
continued in 2011 and has contributed to the
improvement of the Volvo Group's profitability
and financial position. The financial net debt in
Industrial Operations declined during the year
from 37.4% of shareholders' equity to 25.2%.

Volvo strives for strong, stable
credit ratings
The Volvo Group has continual meetings with
the credit rating agencies Moody's and Standard
& Poor's (S&P) to update them on the company's
development. These meetings contribute to the
credit rating agencies' ability to assess the
Group's future ability to repay loans. A high long-
term credit rating provides access to additional
sources of financing and lower borrowing costs.
In April, 2011, S&P changed Volvo's credit rat-
ing from BBB-/Baa3 with stable outlook to
BBB/Baa2 with stable outlook. The change
was attributable to a change in Volvo's credit
measurement.
Moody's rating of Volvo is BBB/Baa2 with
stable outlook since July 24, 2009.

Funding

Volvo works actively for a good balance between
short and long-term loans, as well as borrowing
preparedness in the form of credit facilities, to
satisfy the Volvo Group's long-term financing
needs.

At the end of 2011, the Group had the equiva-
lent of SEK 37.2 billion in cash and cash equiva-
lents and short-term investments. In addition,
the Group had SEK 33.4 billion in granted but
unutilized credit facilities.
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Credit rating at February 6, 2012

Short-term Long-term
Moody's P2 Baa?2 stable
Standard & Poor's A2  BBB stable
DBRS (Canada)  R-2(high) -
R&l (‘_.VJa'panr)i a-1 A- positive



RISKS AND UNCERTAINTIES

MANAGED RISK-TAKING

HISTIIUSS rations

svssE o b vy CHpo et E
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Risk may be due to events in the world and can
affect a given industry or market. Risk can be
specific to a single company. At Volvo work is
carried out daily to identify, measure and man-
age risk — in some cases the Group can influ-
ence the likelihood that a risk-related event will
occeur. In cases in which such events are beyond
the Group's control, the Group strives to mini-
mize the consequences.

The risks to which the Volvo Group are exposed
are classified into three main categories:

. External-related risks - such as the cycli-
cal nature of the commercial vehicles busi-
ness, intense competition, changes in prices
for commercial vehicles and government reg-
ulations

- Financial risks - such as currency fluctua-
tions, interest levels fluctuations, valuations of
shares or similar instruments, credit risk and
liquidity risk.

- Operational risks - such as market recep-
tion of new products, reliance on suppliers,
protection and maintenance of intangible
assets, complaints and legal actions by cus-
tomers and other third parties and risk related
{o human capital.

External-related risk

The commercial vehicles industry is cyclical
The Volvo Group's markets undergoes signifi-
cant changes in demand as the general eco-

Avironment fluctuates

Romic—eRvroRm Investments in

impact existing order books through cancella-
tions of previously placed orders. The cyclical
demand for the Group's products makes the
financial result of the operations dependable on
the Group's ability to react to changes in demand,
in particular to the ability to adapt production lev-
els and production and operating expenses.

Intense competition
in the
expected to create fewer but stronger competi-

Continued consolidation industry is
tors. Our major competitors are Daimler, Paccar,
Navistar, MAN, Scania, Caterpillar, Komatsu,
Cummins and Brunswick. In recent years, new
competitors have emerged in Asia, particularly
in China. These new competitors are mainly
active in their domestic markets, but are
expected to increase their presence in other

parts of the world.

Prices may change

The prices of commercial vehicles have, at
times, changed considerably in certain markets
over a short period. This instability is caused by
several factors, such as short-term variations in
demand, shortages of certain component prod-
ucts, uncertainty regarding underlying eco-
nomic conditions, changes in import regulations,
excess inventory and increased competition.
Overcapacity within the industry can occur if
there is a lack of demand, potentially leading to
increased price pressure.

Most of the regulatory challenges regarding
products relate to reduced engine emissions.
The Volvo Group is a significant player in the
commercial vehicle industry and one of the
world's largest producers of heavy-duty diesel
engines. The product development capacity
within the Volvo Group is well consolidated to be
able 1o focus resources for research and devel-
opment to meet tougher emission regulations.
Future product regulations are well known, and
the product development strategy is well tuned
to the introduction of new regulations.

Financial risk

In its operations, the Volvo Group is exposed to
various types of financial risks. Group-wide policies,
which are updated and decided upon annually,
form the basis of each Group company's manage-
ment of these risks. The objectives of the
Group's policies for management of financial
risks are to optimize the Group's capital costs by
utilizing economies of scale, to minimize negative
effects on income as a result of changes in
currency or interest rates, to optimize risk exposure
and to clarify areas of responsibility. Monitoring
and control that established policies are adhered
to is continuously conducted. Information about
key aspects of the Group's system for internal
controls and risk management in conjunction
with the financial reporting is provided in the
Corporate Governance Report on page 150-168.
Most of the Volvo Group's financial transactions

infrastructure, major industrial projects, mining

—and housing-construction-alimpact the.Group's .

operations as its products are central to these
sectors. Adverse changes in the economic con-
ditions for the Volvo Group's customers may also

Currencies

Extensive government regulation
1

‘Regulations regarding-exhaust-e
noise, safety and levels of pollutants from pro-
duction plants are extensive within the industry.

Interest rates in Sweden, Europe and the U.S.

Source: Reuters

1
TICVELS; -

Volvo Treasury, that conducts its operations

—within-—established.risk.mandates..an d_limits....

Credit risks are mainly managed by the different
business areas.

m Sweden
Europe

== The U.S.
Source: Reuters

Government bonds, 10 year benchmarks

01 02 03 04 05 06 07 08 09 10 11 01 02 03 04 05 06 07
10397 80 7.3 75 74 68 78 72 67 69 SEK/USD 51 53 46 44 34 37 43
92 91 91 9.1 92 93 93 109104 90 89 SEK/EUR 48 48 41 40 34 38 43
79 73 67 65 67 58 58 86 7.7 83 90 = SEK/100 JPY 50 45 40 42 43 48 40

08 09 10 11

24 34 33 16=%
29 34 30 18 %
22 38 33 19 =%

_are_carried-out through Volvo's in-house bank,
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The nature of the various financial risks and
objectives and the policies for the management
of these risks are described in detail in notes 4
and 30. Various aspects of financial risk are
described briefly in the following paragraphs.
Volvo's accounting palicies for financial instru-
ments are described in note 30. The overall impact
on a company's competitiveness is also affected
however by how various macro-economic factors
interact.

Interest-related risk

Interest-related risk includes risks that changes
in interest rates will impact the Group’s income
and cash flow (cash-flow risks) or the fair value
of financial assets and liabilities (price risks).

Currency-related risk

More than 90% of the net sales of the Volvo
Group are generated in countries other than
Sweden. Changes in exchange rates have a
direct impact on the Volvo Group's operating
income, balance sheet and cash flow, as well as
an indirect impact on Volvo's competitiveness,
which over time affects the Group's earnings.

Credit-related risk

An important part of the Group's credit risk is
related to how the financial assets of the Group
have been placed. The majority are placed in
interest-bearing bonds issued by Swedish real
estate financing institutions.

Liquidity risk
Volvo ensures its financial preparedness by
always maintaining a certain portion of revenues
in liquid assets.

Market risk from investments in shares or
similar instruments
The Volvo Group is indirectly exposed to market

Reliance on suppliers

Volvo purchases raw materials, parts and com-
ponents from numerous external suppliers.
A significant part of the Group’s requirements
for raw materials and supplies is filled by single-
source suppliers. The effects of delivery inter-
ruptions vary depending on the item or compo-
nent. Certain items and components are standard
throughout the industry, whereas others are
internally developed and require unique tools
that are time-consuming to replace.

The Volvo Group's costs for raw materials and
components can vary significantly over a busi-
ness cycle. Cost variations may be caused by
changes in world market prices for raw materials
or by an inability of our suppliers to deliver.

Intangible assets

AB Volvo owns or otherwise has rights to pat-
ents and brands that refer to the products the
Company manufactures and markets. These have
been acquired over a number of years and are
valuable to the operations of the Volvo Group.
Volvo does not consider that any of the Group's
operations are heavily dependent on any single
patent or group of patents.

Through Volvo Trademark Holding AB, AB
Volvo and Volvo Car Corporation jointly own the
Volvo brand. AB Volvo has the exclusive right to
use the Volvo name and trademark for its prod-
ucts and services. Similarly, Volvo Car Corpora-
tion has the exclusive right to use the Volvo name
and trademark for its products and services.

The Volvo Group's rights to use the Renault
brand are restricted to the truck operations only
and are regulated by a license from Renault
s.a.s., which owns the Renault brand.

Complaints and legal actions
The Volvo Group could be the target of com-
plaints and legal actions initiated by customers,

knowledge and competence. Future development
depends on the company's ability to maintain its
position as an attractive employer. To this end,
the Volvo Group strives for a work environment in
which energy, passion and respect for the indi-
vidual are guiding principles. Every year a Group-
wide survey is conducted, and according to the
survey the share of satisfied employees has
been on a high level in recent years.

Short-term risk factors

An increase in demand could potentially result in
delivery disturbances due to suppliers' financial
instability or shortage of resources.

Uncertainty regarding customers' access to
the financing of products in emerging markets
might have a negative impact on demand.

Volvo verifies annually, or more frequently if
necessary, the goodwill value of its business
areas and other intangible assets for possible
impairment. The size of the overvalue differs
between the business areas and they are, to a
varying degree, sensitive to changes in the busi-
ness environment. Instability in the business
recovery and volatility in interest and currency
rates may lead to indications of impairment.

The reported amounts for contingent liabili-
ties reflect a part of Volvo's risk exposure, see
note 24 for contingent liabilities.

Contractual conditions related to take
over bids

Some of AB Volvo's long term loan agreements
contain conditions stipulating the right for a bond-
holder to request repayment in advance under
certain conditions following a change of the con-
trol of the company. In Volvo's opinion it has been
necessary to accept those conditions in order to
receive financing on otherwise acceptable terms.
Provisions stipulating that an agreement can be
changed or terminated if the control of the com-
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risks from shares and other similar instruments,

“as a result of managed capital transferred to

employees and other third parties alleging

health, environmental, safety or business related

independent pension plans being pqart[yvir‘ives'ted
in instruments of these types.

Operational risk

The profitability depends on successful
new products

The Volvo Group’s long-term profitability depends
on the Company's ability to successfully launch
and market its new products. Product life cycles
continue to shorten, putting increased focus on
the success of the Group's product development.

lation and regulations. Information about legal
proceedings involving entities within the Volvo
Group are found in note 24 Contingent Liabilities.

Even if such disputes are resolved successfully,
without having adverse financial consequences,
they could negatively impact the Group's reputa-
tion and take up resources that could be used
for other purposes.

Risk related to human capital
A decisive factor for the realization of the Volvo
Group's vision is our employees and their

~pany is changed are also included in some of the

agreements whereby Renault Trucks' has been

Motor Co. Lid's light-duty trucks as well as in
some of the Group's purchasing agreements.

D Further information
Note 27 Personnel contains information concern-
ing rules on severance payments applicable for
the Group Executive Team and certain other sen-
jor executives.

Note 4 and 30 contain information regarding
financial risks as well as goals and policies in
financial risk management.

Further risk information is provided in note 24.
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FINANCIAL PERFORMANCE
IMPROVED PROFITABILITY

INCOME STATEMENTS VOLVO GROUP

{ndustrial operations Customer Finance Efiminations Volvo Group Total
SEKM 2011 2010 2011 2010 2011 2010 2011 2010
Netsales )  Note67 303,589 257,375 8,883 9031 (109 (1,658) 310,367 264,749
Cost of sales (@31, 516) (197 480) (5,693) (5 974) 2,104 1,658 (235,104) (201,797)
Gross lncome: ~ 72073 59,895 3190 3,057 0o 0 75263 62,952
Research and development expenses Note6 (13, 276) (12,970) 0 o o 0  (13,276) (12970)
Selhng expenses ] (24 383) (QQ 649) ‘ (‘I 618) ) (_17,5700)’ - 0 0 (26 001) (24_11}?2
_Administrative expenses o N (7105) B (5 640)77 ) (27) ) (25) 0 0 B (7132)  (5,666)
Other operating income and expenses ) Note 8 (1 045) (659) (603) ) (1 365)» B 0 0 (1 649) (2023)
Income from investments in associated
companies Note 5,6 (82) (86) a S 0 o @ @8
Income from other investments Note5  (225) (57) 0 0 0 0 (225) (58)
Operatingincome 25957 17834 942 167 0 . 0 26,899 18,000
Interest income and similar credits ) ) 544 0 0 @7 (102) 6o 442
Interest expenses and similarcharges @249 0 e 87 102 (879 @142
Other financial income and expenses Note 9 213 0 0 0 0 297 213
Income after financial items 23,986 15,347 . 942 67 0 0 24929 15514
Income taxes Note 10 (6,490) (4,168) (323) (134) 0 0 (6,814 (4,302)
_Income for the period” 17496 1179 619 32 . 0 18115 1212
Attnbutable to: } B I
Equlty holders of the parent company ) - - ) ) } 17,751 10,866
Mlnorlty interests Note 11 364 346
] 18115 11,212
Basic earnings per share, SEK Note 19 o - ) 876 5.36
D|luted earnings per ‘share, SEK Note 19 8. 75 5.36
OTHER COMPREHENSIVE INCOME
SEKM 2011 2010
1B11S 11,212

Income for the perlod o

] Translatlon dif

operatlons
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1 Since 1999, when the Group’s operation was directed towards commercial vehicles.

Franstatior dif Ire'(it‘llbh’b onhedge-instruments uf .;;t ir}vﬁg’{%‘ﬁnt inforeign nénrﬁ*‘nnt — = _ _H‘S_?
Accﬂumula’ced translatlon difference reversed to income B o ~(95)
e vailable=fo : - - R ‘484_;
Change in cash flow hedge reserve o ) Note 10 (44 - _ase
Other comprehensive income, net of income taxes (1,118) (3,881)
Total comprehensive income for the period , ] T 18997 7331
Attributable to: o - L
Equuty holders of the Parent Company 661 7016
Minority interests 446 315
16,997 7,331



The Volvo Group

Net sales

Net sales for the Volvo Group increased by 17%
to SEK 310,367 M in 2011, compared with SEK
264,749 M in the preceding year.

Operating income
Volvo Group operating income improved to SEK
26,899 M (18,000).

Operating income for the Industrial Opera-
tions increased to SEK 25957 M compared
with SEK 17,834 M in the preceding year. The
Customer Finance operations' operating income
rose to SEK 942 M (167).

Net financial items
Net interest expense was SEK 2,267 M, com-
pared with SEK 2,700 M in the preceding year.
During the year, market valuation of derivatives,
mainly used for eliminating interest exposure in
the customer financing portfolio, had a positive
effect on Other financial income and expenses
in an amount of SEK 544 M. During 2010 the
impact was positive and amounted to SEK 871 M.
The currency in Venezuela was devalued
twice during 2010, which negatively impacted
Other financial income and expenses by SEK
274 M in 2010.

Income taxes

The tax expense for the year amounted to SEK
6,814 M (4,302) corresponding to a tax rate of
27% (28).

Income for the period and earnings per
share

The income for the period amounted to SEK
18,115 M (11,212), corresponding to diluted
earnings per share of SEK 875 (5.36). The
return on shareholders’ equity was 23.1% (16.0).

Net sales by business area, SEKM 2011 2010 % Operating income (loss) by business area, SEKM 2011 2010
Trucks 200703 167305 20 Trucks 18260 10,112
Constructlon Equment 64,987 53,810 Consiructlon Equnpment 6. 653 o 6 180
Buses o TT22289 20516 ‘Buses 1,036 780
Volvo Penta . 8,859 8716 2 Volvo Penta ) 781 518
Volvo Aero T 6508 7708 (16)  VoloAero B 336 286
“Eliminations and other R T s 7(4656—" o Eliminations and other (1,109) (102)
Industrlal Operations’ 303,589 257,_375¥ 18 »Ir»\flys}[gl _Qge&_{gtlgns - 25!952, .,,,1A?’§§?,,
Customer Finance 8,883 9,031 @ Customer Finance 942 167
‘Reclassifications and ehmlnatlons N ) 776,716[)*”_7 (1%58) Volvo Group 26,899 18,000
Volvo Group 310,367 264,749 17 '

1 Adjusted for acquired and divested units and changes in currency rates, net sales

Change in operating income, SEK bn
increased by 20%. . P *

Operating income 2010
Gross income

Sponiing nsgio, % e 2010 Riecgg;mo ME)“/AT credtts in BraZII relatmg to prevtous years ‘ 06
AT . S 6.0 Disturbances in operations in Japan as an effect of the .
Construchon Equment 102 B K 5 _earthquake and tsunami -

Buses A 6 3,8 Result from dlvestments of compames in 2010 )

Volvo Pénta_m Y ¥ T Gé Changes in currency exchange rates, lndustnal Operatxons

Volvo Aero o o 52 31 Write-down of shares listed in Japan ‘ -
Industrial Operahons 8.6 6.9 Hxéherncapn;hmzahon of development costs o ) )

Volvo Group 8.7 6.8 Higher research and development expendltures

Tax credit for research and developmeni activities
>gé'ﬁé;se]llng and admlmstratwe expenses
Lower credit losses

Other

Operating income 2011

Net sales, SEK bn Operating income, SEKM

2010

2011

07 08 09 10 1 Q1 02 Q3 04 Q1 Q2 Q3 04
285 304 218 265 310 0,799 4,770 4913 5518 | 6522 7,648 5774 6955
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Industrial Operations

In 2011, net sales for the Volvo Group'’s Indus-
trial Operations increased by 18% to SEK
303,689 M (257,375).

Compared with 2010, sales increased in all
of the Group's market areas. Sales increased
strongly in Eastern Europe and had a very pos-
itive development in North America, South
America and Asia. In Western Europe demand
weakened towards the end of the year.

Considerable earnings improvement

In 2011, the operating income for the Volvo
Group's Industrial Operations amounted to SEK
25,957 M compared to SEK 17,834 M in the

income Statement Industrial Operations, SEKM
Net sales

Cost of sales

preceding year. The operating margin for the
Industrial Operations amounted to 8.6% (6.9).

The earnings improvement is the result of
increased sales and improved cost coverage in
the industrial system, as an effect of increased
production levels.

In 2011, research and development expenses
amounted to SEK 13,276 M (12,970). The con-
tinued high cost level is primarily a conse-
quence of projects relating to new emission
regulations in Europe and South America and
the development of products for the growth

Gross income
Gross - margin, %

Research and development expenses

Admmlstratlve expenses
Other opera’nng income and exper\ses
Income from investments in assocxated companies

lncome from other investments

Selling expenses increased by 8% and
administration expenses by 26%.

Since return on equity was 23,1%, SEK 550 M
was provisioned for profit-sharing to employees.

Impact of exchange rates on

operating income

The combined effect of changed exchange
rates had a negative effect on operating income
of approximately SEK 5.2 billion in 2011, com-
pared with 2010. This is mainly attributable to
that the USD was weak during most of 2011.

_VO._p"errgtqug income (loss) Industrial Operations
Operating margin, %

Impact of exchange rates on operating income
Compared with preceding year, SEK M

Net sales'
Cost of sales
Research and development expenses i

Selhng and administrative expenses

Total effect of changes in exchange rates
on operating income

markets.

2011 2010 Net sales by market area, SEK M 2010 %
303689  257.375 Western Europe . 8req 12
(231,516) (197 480) Eastern Europe B ) 12 570 61
72 073 59,895 North Amerlca 5409 28

237 233 SouthAmerica . ) 27876 22

Assa 65 072 12
: gi’;gg - gggg Other rh;}ke%é'. o . 20083 19207 5
(7105) = (5 640) Total Industrial Operations 303,589 257,375 18
(1045 (659)
®) (86
(225 (57)
25,957 17,834
SRt R
Operating net flow per currency
Local currency, million 2011 2010
__(20286)  UsD , 3970 2410
13280  EUR B T 57 373
~"3e7  eP T es5 405
YT S — T — g
JPY (x100) ) T (218) (103)
(5.201)

1 Group sales are reported at monthly spot rates and the effects of currency hedges

are reported among Cost of sales.
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‘Research and development costs

Research and

development costs,

SEK bn

sm=wa Research and
development costs,
% of net sales

07 08 09 10 M
111 143 132 130 133
39 49 63 50 44 wm=



Customer Finance Operations

Total new financing volume in 2011 amounted
to SEK 44.8 billion (35.1). Adjusted for changes
in exchange rates, new business volume
increased by 35% compared to 2010 as a
result of increased sales volumes of the Volvo
Group products and stable penetration levels.
In total, 49,757 new Volvo vehicles and
machines (34,522) were financed during the
year. In the markets where financing is offered,
the average penetration rate was 25% (25).

As of December 31, 2011, the credit portfolio
was SEK 95,544 M (84,550). During 2011 the
credit portfolio increased by 13.8% (decrease: 4.4),

Income Statement Customer Finance, SEKM

Finance and lease income

adjusted for exchange-rate movements. The
funding of the credit portfolio is matched in
terms of maturity, interest rates and currencies
in accordance with Volvo Group policy. For fur-
ther information see note 15.

The operating income for the year amounted
to SEK 942 M compared to SEK 167 M in the
previous year. Return on shareholders’ equity
was 7.3% (0.4). The equity ratio at the end of
the year was 9.1% (9.0). The improvement in
profitability is driven mainly by lower credit pro-
visions and higher earning assets. During the
year, credit provision expenses amounted to

Finance and lease expenses

Gross income

Selling and administrative expenses

Credit provision expenses

SEK 682 M (1,438) while write-offs of SEK 804
M (1,460) were recorded. The write-off ratio for
2011 was 0.93% (1.65). At the end of December
31, 2011, credit reserves were 1.33% (1.69%)
of the credit portfolio.

Other operating income and expenses

_Operating income (loss)

Income taxes

Income (Loss) for the period
Return on Equity

2011 2010 Key ratios, Customer Finance’ 2011 2010
8,883 9,081 Credit portfolio net, SEKbn _ I @8 8
6603 (G974  Operatngincome,SEKM . 92 8
3,190 3,057 Return on shareholders' equity,% 8 04
o e e Total penetration rate, % 248 245
(1645) (1526) O P e e i ot el

T (éSQ)ﬁ - 7(1,438) Eenetration by business area’, f/g_ o e
B 7 ‘ 73 Volvo CE - 35 35
942 167 Volvo Trucks 28
e WRenuailtrTrug_ksr o . o e ~ .L974 o 7717*
e Y MackTucks I _ 20 20
g T 0.4 Buses . B S T
UD Trucks 14 12

1 Share of unit sales financed by Volvo Financial Services in relation to the total
number units sold by the Volvo Group in markets where financial services are

offered.
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FINANCIAL POSITION

IMPROVED DURING THE YEAR

1€ }pexf&tmzzs

amounte

1to SEK 193 billion

at Deo kiﬂi

BALANCE SHEETS VOLVO GROUP

18

industrial Operations Customer Finance Efiminations Volvo Group
Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31

SEKM 2011 2010 2011 2010 2011 2010 2011 2010
Assets R . o
Non-current assets - - OO — - I
Intangible assets - Note 12 39,385 40,613 122 101 - - 39507 40714
Tangible assets . Note13 — ] e

_ Property, plant and equipment 53,563 53,221 94 12 = B - 53,657 53,294

Investment property o 883 948 = e - 883 948

Assets under operating leases 16749 13217 (4352  (3625) 23922 19,647
Fmancml assets - ) )

Shares and part(upatlon '_ o Note 5 1,871 '27.9759 o o ) s B ‘ —: _ 1 874 o 8
Non-current customer-financing 1 recewables Note 15 579 598 44651 36270 (4p12)  (843) 40, 618 36,025
_Deferred tax assets Note 10 12,480 12,019 358 291 = = 12838 1727.‘31(;)7

Prepaid pensions Note 20 2,263 1,636 14 12 - A e 2277 1648
‘Non-current interest- bearnng receivables  Note 16 757 .l o= o04 (63) (379) 694 766
Other non-current receivables Note 16 4,500 3,401 50 41 (235) (24) 4,315 3,418
Total non-current assets - 133,030 128,674 56,817 47,064 (9,262)  (4,871) 180,585 170,868
Eurrent assets
) o Note17 43828 38086 771 882 - - 44599 39831
C"”F”@ ”f’”e“’“bl“ I - S B
__Customer-financing recei ; “Note 15 1123 830 38050 36897 (1092 (1064 38081 36,663
_ Taxassets T ais w045 48 .90 .7 .h200 o 1185
_Interest- beanns recewablcq o Note 16 1461 1071226 1283 (1,020)  (2012) 667 342
_Internal funding’ .......223 1805 = - ..(2253)  (7509) =l
Accounts recewable i Note 16 27 492 24,332 207 101 o == 27699 24,433
Other recelvables i  Note16 13438 11,561 1411 o 1352 ~(1,024)  (1,056) 13,825 11,857
Non interest-bearing assets held for sale - Note3 9,344 136 ~ = = - 9344 136
Interest bearing assets held for sale Note 3 4 - = o = = 4 -
Marketable securities o N?t_e,_lg,i,, 6,838 9,735 24 8 = = N 862 B 9 767 .
Cash and cash equ:valents Note 18 29,113 21,756 1,593 1,545 (327) (335) 30,379 22 966
Total current assets 136,046 116,928 42,330 42,182 (5,717) (11,970) . 172,659 147,139
Total assets 269,076 245,602 99,147 89,246 (14,979) (16,841) 353,244 318,007
Shareholders equity a"nd‘llaEI‘lltleS o Not_e_19 - B R -,
Eqmty attributable to the equity holder of the
ParentComparny . . 75582 66090 8999 8020 - .7 .. .8as8l 73110
Minority interests 1,100 1,011 - - = = 1,100 1,011
Total shareholders’ equity j 76,682 66,101 8,999 8,020 = - 85681 74,121
Nrm current provisions =
' Provns:ons for post employrﬁent beneﬁts 7 -f\fo‘te?O 6,635 7,478 * 7 30 32 —
~ Provisions for deferred taxes Note 10 4171 _ 3,026 =
Other provisions " PR NQTEB“_%T B2 5780 B e
Non current liabilities Note 22 o o - .
Bond loans o e 38767 - - - - 88192 386l
ng}er loans 3 3 37180 8974 8 225 (67) (78) B 47765 45327
Internal fundmg’ - o  (35453) (26,971) 133,459 05, 927 1,994 ) TVOV474 o -
___cherllablhtles o . 12802 1 172 740 389 (3 195) @330) 10,447 9,231
Current provisions . Note21 9438 8429 92 105, LI 1 9,531 8,534
_Current liabilities Note22 e [
Loans ' 38644 3? 1017” 6741 8299 (863) (799 44522 39601
Internal fundmg - ol 7) (21 ,220) 35,373 33,643 (10536) (12,423) e
Non interest- bearmg habnlltles held for sale Note 3 4,710 138 - - = - 4,710 135
Intere»st bearing liabilities held for sale Note 3 6 = = = . = 6 =
Trade payables 7 56,546 47,111 242 139 = > 56,788 47,250
Tax liabilities ' Q,QQO 157 ) 171 161 = - 2 391 1,732
Other liabilities 34,880 34,937 Q 707 2,660 (2,325) (2,257) 35 262 35,341
Total shareholders’ equity and liabilities 269,076 245,602 99,147 89,246 (14,979) (16,841) 353,244 318,007

1 Internal funding is internal lending from Industrial Operations ta Customer Finance.



The Volvo Group's cash, cash equivalents and
marketable securities combined, amounted to
SEK 37.2 billion at December 31, 2011. Of this,
SEK 9.3 billion are restricted for immediate use
by the Volvo Group compared to SEK 7.4 billion
a year earlier. In addition to this, granted but not
utilized credit facilities amounted to SEK 33.4
billion.

Total assets in the Group amounted to SEK
353.2 billion on December 31, 2011, an
increase of SEK 35.2 billion compared to year-
end 2010. The increase is mainly a result of
increase in inventories and accounts receiva-
bles, increased customer financing receivables
due to portfolio growth in the Customer Finance
Operations and increase in assets under oper-
ating lease mainly related to the construction
equipment rental operation.

The Group's intangible assets amounted to
SEK 39.5 billion on December 31, 2011, Invest-
ments in research and development amounted
to SEK 4.2 billion in 2011, resulting in a net
value of capitalized development costs of SEK
11.5 billion at the end of the year. The Group's
total goodwill amounted to SEK 23.9 billion on
December 31,2011, an increase by SEK 1.0 bil-
lion compared to year-end 2010 as a result of
aquisitions in the construction equipment rental
operation.

The tangible assets increased by SEK 4.6 bil-
lion during 2011, mainly related to the expansion
in the construction equipment rental operation.

The value of the inventories increased by
SEK 4.8 billion during 2011. The increase is
mainly related to finished products within the
truck operations and construction equipment.

The net value of assets and liabilities related
to pensions and similar obligations amounted to
SEK 4.4 billion on December 31, 2011, a
decrease of SEK 1.5 billion compared to year-
end 2010. Post-employment benefits valued at

. SEK 122 billion were reparted outside the

Net debt, Industrial Operations, SEK bn

2010 2011

Qi Q2 Qa3 o4 Q1 Q2
(45.0) (39.9) (384) (24.7)

Q3 Q4
(27.3) (283) (296) (193)

Volvo Group's balance sheet. For further infor-

comation.seeNote 20.

At year-end, the equity ratio in the Indus’ma[
Operations was 28.5% and in the Volvo Group
24.3%. Shareholder's equity in the Volvo Group
amounted to SEK 85.7 billion at December 31,
2011.

Net financial position, SEKM Industrial Operations Volvo Group
Dec 31 Dec 31 Dec 31 Dec 31
2011 2010 2011 2010
‘Non-current interest-| bearing assets . ) - e
_ Non-current customer-financing recelvabies ) = 40618 36025
~_Non-current mterest bearing receivables 757 94 694 766
Eurrentniqterest—bearjr)g asvst_atsi i ) 3 N )
Customer-financing receivables - ) - - 138081 36,663
v Interiést-bearingr ré&;ivables ’ ) i 1 461 17.071 667 342
internal fundlng 2253 7,505 ) B = =
lnterest beanng és_ée‘t;.F\QId for sale T T l-
Marketable securities " 6838 9735 ' 6,862 9,767‘
Cash and bank 09113 21,756 30379 22,966
Total financial assets 40,426 41,008 _ 117,305 106,529
‘Non-current interest-| bearing liabilities R o
Bond Ioans (38,192)  (38,767) (38 192) (38 767)
"~ Other loans - - 7 " (38848) (37180)  (47765) (45, 327)’
Internal fur}dmg‘ T 35 3 ~ )
'Current mterest—beaﬁng liabilities ) T T - o
Loans -~ 88648 (32100 (44522) (39601
» Internal fundlng ) o 24,837 21,220 = =
Interest- bearlng liabilities held for sale o (6) R ®)
Total financial liabilities (55,400) (59,857) (130,485) (123,695)
Net financial position excl. post employment
bengfits e _(14,974) (18,849)  (13,180)  (17,166)
Provision for post employment benefits, net (4,372) (5,842) (4,388) (5,862)
Net financial position incl. post employment
benefits (19,346) (24,691) (17,568) (23,028)
Change in net financial position, industrial Operations, SEKbn 2011 2010
Beglnmng of perlod o ) W(»24.?) (41 5)
Cash flow from operatmg act\vmes 269 28.8
lnvestments in f:xed assets (to)/from ) - (1409) (10 6)
Disposals o 12 08
Operating cash-ﬂow ) o R ) 140 19.0
Investments and d|vestments of shares ) - B = ) A 4
Acquxred and dwested operatlons net o B (3. O) - 02
Capital InjeCYIODS (to)/from Customer Fmance Operahons 0.1) (0.5)
Currency effect o . o (. 9) (e
Payment to AB Volvo shareholders : - b ) (61) ) N
‘ Dividend pa;d to mmonty shareholders ) - 0.0 (0.1}
Other 15 ©.1)
Total change 5.4 16.8
Net financial position at end of period (19.3) (24.7)

Read more about capital structure on page 6-7 23
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CASH-FLOW STATEMENT
STRONG OPERATING CASH-FLOW

SEK M

Operating activities
Operating iNcome loss
Depreciation tangible ASSCtS
Amortization  intangible assets
Depreciation leasing vehicles
Other non-cash items
Total change in working capital
Change in accounts receivable
Change [N customer financing

Change in inventories

Change in ‘rade payables

CONSOLIDATED CASH-FLOW STATEMENTS

whereof

receivables

Other changes ™ working capital

Interest and similar items received

Interest and similar teMS paig

Other financial items

Income taxes paiq

Cash flow from gperating =activities

Investing activities
Investments  in tangible assets

Investments i intangible 2SSEtS

Investment vehicles

" leasing

Disposals ©f fixed assets and jeasing vehicles

Operating cash flow

Investments and divestments ©of

Acquired and divested gperations

Interest-bearing "Sceivables

shares net

net

marketable securities

Cash-flow after net investments

Financing activities

Change = loans net

Dividend to AB Volvo shareholders

Dividend to minoriy Shareholders

other |

Change i cash and cash equivalents

differences

Transiaterd fereace-sn-cash-and-cas

Change in cash and cash equivalents

cast and €ash a uivalentsrBeginning..of

Cash and cash equivalents

End of year

Dec 31
2011

25957

Note 13 6109
Note 12 3227
Note 13 208
Note 29 622
4180
3094
240
7099

9871

3618

3391

184
4129
26834

8267

4293

1422
1233
14085

Note 529
Note 329

Note 29

Lyinte _in_

Note 18

=1 operations

Dec 31
2010

6729
3557
295

19018

Customer

Dec 31
2011

384
10087

50

20

6044
2099

14102

Finance

Dec 31
2010

336
3762

97
18
4554
2293
1386

Eliminations

Dec 31 Dec 31
2011 2010
o 1
o 2
o o
1
26 61
2926 7
o o
3007 o8
o 1
0 o
8l 22
42 103
12 36
o o
o
2923 72
27 67
o 0
53 38
o 2
3003 175

Volvo  Group Total

Dec a1 Dec 31
2011 2010
26899 18000
6124 6077
3247 3305
4621 4410
1 262 1561
15085 4801
3195 3733
11 435 1347
7254 3921
9978 13011
3179 . 701
678-_ 429
3379 2732
184 604
4513 2590
19670 32657
8290 6759
aziz.-- 3575
7413 4811
3332 3067
2986 20579
119 106
1590 617

8734 e
5 069
2 75
30 25
7575 2092
162 360
7413 1732
22966 234
30379 2296 4



The cash flow within industrial Operations Was

positively affected py the operating iNcome and

negatively affected  the increased working
capital. ACCOUNts receivables and inventories
increased with SEK s1 and 71 bition

respec-
tively party Offset py the increase of trade pay-

ables of SEK 9.9 binion.

Financial items and pajd iNCOMe taxes had a
SEK 6.9 binion negative  ©ffect on cash flow
within Industrial  Operations mainly through

payments ©f interests and income tax

financing-receivables.

Investments

The industriai investments

capitalized RD

SEK 12.6 witlion

Operations in fixed

assets  and during 2011

amounted to 10.3.

Capital in Trucks amounted to

SEK 8.4 bition

expenditures

7.2. The capital expenditures

within Trucks consist to g large eXtent of invest-

ments related to product fenewals in ouUr product

program With product development =ctivities

and ,oquired adaptations " the plants. in the
plants there are also ongoing Nvestments aim-
ing for increased capacity 2 fexibility mainly
in the cab plant in Umea Sweden and in the

previous year e majority of the investments

refer to of the excavator business for

expansion

both Volvo brand and SDLG brand. puring 2011

mainly Chinaand Korea have been impacted in

capacity investments in machining and assem-

biy area. Product related investments during

the year refer to the emission regulations "

Europe and North America and Tier 2 and Tier

3 requirements for new models in the BRIC

countries.

The investments within V| Aero was oililhg
20 SEK billion  0.8. e
inve: rorc M ine bW

PW11009 PW10

engine programs

with Pratt  Whitney and Trent XWB with Ros-

Royce. The investments also refer to finalization

of 3 NuMber or investments in Volvo A€ros pro-

duction facilities in order to secure the

capacity

Vehicles VECV.

VE Commercial

investments for Construction

Capital Equip-
ment amounted tw SEK 19 bition 1.4. AS for
Operating ©@sh flow
Industrial OPerations SEK on
2010 2011

o1 02 03 Q4 o1 02 03 04
2.7 8.5 1.9 15.1 4.0 5.2 2.2 10.7

Acquisiti

Acquired

negative

ons and divestments

and divested operations 2011 had 4

n cash flow of SEK 1.6 bition

impact ©

positive 0.6.

Acquired operations "Sfer mainly to several
minor gcquisitions of assets and liabilities
construction rental The

equipment operations.

remaining minority interest in Volvo A€ro ngrge

ub

and

acquired

Fin
Net

alen

During

ing g ercip,
ro reased
by K 8.7 bi

Trucks south Africa has also been

5 m
1.

omduring

during the

year.

|
nd
as

the dividend of SEK s.a

year billion

corresponding to SEK 2.50 per share was ,aiq

to the shareholders of AB voivo.

in and cash i
required for the XWB and GP7000 program Change cash equivalents
and rationalizations in the spool shop. The Groups cash and cash equivalents
The investments .. Buses were SEK 0.3 bilion increased py SEK 7.4 biion during e year and
0.2 and in Volvo Penta SEK 0.2 biion 0.2. amounted o SEK 30.4 biion ar December 31
Investments in |easing assets amounted o 2011.
SEK 1.4 biion .3 the increase versus preui
the , Refer Note 29 for principles fOr preparing
ous fers i i , rental
year "Sfers mainly t© expansion © the casm 1o qnayeis.
fleet as well as replacement °' existing et
For 2012 the Volvo Group estimates that
investments in property plant @9 equipment
win be around SEK 10 biion. The investment
during 2012 as wen as the expansion ©f the
business in the BRIC countries.
Capital expenditures Industrial Operations 4m_'u
plra «
Property plant and
equipment SEK bn
Capitalized development
costs. bn
Capital expenditures
.y % of net sales
o7 08 09 10 11
o7 08 09 10 1n
o 7a s
so 105 i ° 265 78 16 294 210
21 21 26 a2 41
36 4.3 5.0 a0 a1

Cash-flow from operating

divided py net investments i fixed

assets and jeasing 255°tS:
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CHANGES IN CONSOLIDATED SHAREHOLDERS EQUITY

SEK M

Balance at December 31 2009

Transition effect IFRS 3 capitalized

transaction costs

Total equity at beginning of period

Income for the period

Other comprehensive income

Translation differences 0N foreign operations
Translation differences on hedge instruments
of net investments in foreign operations
Accumulated translation differences reversed

to income

Available for sale investments Note 5 19
Gains/losses at valuation to mir Value
Change '~ cash fow hedge reserve Note 19

Other comprehensive income

ote 27
based payments
Changes '» minority interests

Other changes

Transactions with Shareholders

Balance at December 31 2010

Income for the perioa

Other comprehensive income

Translation differences 0N foreign operations

Translation differences 0N hedge NStruments of net

investments i foreign operations

Accumulated translation differences reversed

to income

Available-for-sale iNvestments Note 5 19
Gains/losses  at valuation to fair value

Change = cash flow hedge reserve Note 19

-Other eompceherysive YCOME as tRe period

Transactions With sharenholders

Dividends to shareholders

Transactions with minority 'Nterests

Share based payments Note 27
Changes " minority interests

Other changes

Transactions with shareholders

Balance a: December 31 2011

For specification ©f other reserves see Note 19

Shareholders

Share

capital

2554

2554

2554

2554

Other

reserves

123

equity

attributable

the Parent Company

Transiation

6112

6112

3859

95

3841

to equity

Retained

earnings

57616

135
57481

10866

39
144
105

10

2271

1062

30

1176

180

177

68170

17751

5069
67

57

5080

80841

holders ©f

Total

66405

135
66270

10866

3859

156
3849

180

177

73110

17751

1062

30
39

144
1200

5069
67

57

5080

84581

Minority

interests

32

32

1011

82

82

356

357

1100

Totai

equity

67034

135
66899

11212

3891

156
3881

65

109

74121

18115

980

30

39
144
1118

5071
67

57
356

5437

85681



NOTES TO FINANCIAL STATEMENTS

Amounts in SEK M unless otherwise specified. The amounts Wwithin parentheses

ACCOUNTING PRINCIPLES

NOTE

The consolidated

been prepared in accordance With internationar Financial

ards IFRS issued py the international
as adopted

material jmpact ON this repore. 1NIS Annual  Report =

with IAS

1 Volvo applies retrospective

application

at

are set out in Note 3 m the annual reports ©F 2005 and 2006. Refer to the

Accounting principle

Non-current assets held for sale and discontinued
operations

Joint ventures
Investments in associates

Operating segments

Revenue

Shares and participations

Financial income and expenses

Income taxes

Minority interests
Research and development expenditure
Intangible assets

assets

Tangible
Leasing
Customer-financing '€ceivables
Inventories

Earnings per Share

Pensions and similar obligations
Provisions for residual value risks

Warranty expenses
Restructuring S°Sts

Lia titres

Contingent 'iapilities
Transactions With related parties
Government grants

share based payments
Cash flow statement

Financial instruments

financial statements for AB volvo and ..

by the EU The portions ©f IFRS not adopted

prepared

Presentation or Financial Statements and with

m the IFRS transition

vary 1 2004. The details of the transition from Swedish GAAP o IFRs

subsidiaries have

Reporting Stand- policies applied by Y°Ve

Ki

the Swedish Vv

Accounting Standards Board |IASB

by the EU have no

in accordance

providing

within  the
ting the actual
ticulary important te

table below to see the note

Note
3 Acquisitions

5 shares and participations
5 shares and participations
6 Segment reporting
7Income

5 shares and participations
9 Other financiai income and o, nanses
10 Income taxes

11 Minority [nterests
12 |ntangible 2aSSets

12 Intangible 2SSets

13 Tangible 2SSets

14 Leasing

15 Customer financing "€ceivables
17 Inventories
19 Shareholders equity

20 Provisions for benefits

post-employment

21 other provisions

21 other , ,visions

21 Other provisions

24 contingent liabilities

25 Transactions with related parties
26 Government grants

27 Personnel
29 cash flow
4 Goals and golicies = financial risk management
16 Receivables

18 Marketable securities and funds

liquid

30 Financial instruments

refer to the preceding year

2004 Annual Report f©r a description

lderstanding

and divestments of shares in Subsidiaries

of the previous

How should Volvos accounting policies be

read

choices

for the relevant and material IFRS standard.

IFRS

in Which each accounting

\/o considers

policy

policy

IFRS-standard

FRS 5

AS
AS

31

28

IFRS 8

AS
AS
IAS

IAS
IAS
IAS
IAS
IAS
IAS
IAS
IAS
IAS
IAS

AS

IAS

IAS

IAS
IAS

IAS

17

28

36

31.7

37
24

20

IFRS 2

/N

IAS

32

IAS 18

1IAs 32 1as 36

IAS 38

IAS 40

Swedish  accounting

is listed and

IAS 18 IAs 39 IFRS 7

IAS 18

IAs 39

IAS 37

S 7
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Consolidated financial statements

Principles o consolidation

The consolidated financiai Statements have been ., o,..oqy in accordance

With the prncipies S€t forth in IAS 27 Ceonsolidated and separate Financial
Statements. Accordingly intra-Group transactions and gains on transac-
tons with associated companies are eliminated. The consolidated finan-

cial Statements comprise the Parent Company subsidiaries joint ventures
and associated companies.

-~ Subsi

ies are defined as companies '™ Which Volvo holds more than

50% of the voting rights OF " Which Volvo otherwise has a controling

interest.
Joint ventures are companies over which Volvo has jgine SONtrol together

with one or MOre external papies. JOINt ventures are recognized using

the proportionate method of consolidation.

- Associated companies are companies in which Volvo has a significant

influence Which = normally When Volvos holdings correspond '© 2t

least 20% but 1ess than 50% of the yoting in associated

rights. Holdings
companies '€ recognized in accordance with the equity mMethod.
Translation to Swedish kronor when consolidating companies using

foreign currencies gy

Al o fu SN rency
c h Vi =
ONO| envi nment N

environment

T jonal

sed| n  th

econo

al

normally the one in Which the company primariy gen tes

and expends ©ash. i most cases the functional currency '= e currency

Volvo
of the country Where the company = located. AB volvos and the

SEK. i preparing the consolidated

Groups presentation currency =

financial statements an items in the income statements sub-

of foreign
cigiaries and joine Ventures except for subsidiaries i hyperinflationary

economies are translated to SEK at monthly exchange rates: Al balance-

sheet items are translated at exchange 'ates at the respective year-ends

rate. The differences in consolidated shareholders equity arising

closing
from variations between closing rates for the current and preceding year

are charged or credited  girecuy to other comprehensive NCOMe as a separate

component.

The accumulated translation difference related to a certain subsidiary

joint venture or associated company = feversed to pronr or 19SS 8S a part

of the gainjioss arising from the divestment or jiquidation ©F SYSh @ company.

IAS 29 Financial Rreporting Economies = applied

yvperinflationary

hyperinflationary

currency.

Receivables and liabilities in foreign currency

Receivables and nabitities N foreign currency are Mmeasured ac closing

-rates.JranslatiotLdiffere-nces assets and liabilities are rec

on operating

i i i i isi in finan-
ognized in operating iNcome while translation differences arising

il assets and niabiities  are charged te Other financiai income and

es 2 - rteiyisrricllyded ot
expenses.Finarieiaf assef analrabllifisarecfefinefias o

the net financial of the Volvo Group S€e Definitions at the end of

position

this report. Derivative  financiar iNstruments  used for hedging °f exchange

and interest risks are recognized At fair Value. Gains on exchange rates

are recognized as receivables and losses on exchange F'ates aré recog-

nized as liabilities Depending on the lifetime of the financial instrument

i rren in th sheet.
the item = recognized as current or non current the balance

Exchange rate differences on loans and other financial instruments in

. i used net assets in subsidiaries
foreign currency Which are © hedge foreign

and associated companies @€ ©ffset against translation differences in

the shareholders equity © 'he respective companies. Exchange-rate

and losses on assets and liabi currencies both on

gains es ' foreign

payments during e year and on MeAsurements atyear-end impact profit
or loss in the | w which they are incurred. The more important exchange

rates applied are shown in the table.

Exchange rates Average "2t© Closing rate

Country Currency 2011 2010 2011 2010
Brazil BRL 3.8850 4.0925 3.7109 4.0560
Canada CAD 6.5694 6.9973 6.7808 6 8085
China CNY 1.0057 1.0643 1.0998 1.0300
Denmark DKK 1.2137 1.2823 1.2044 . 2086
Euro zone EUR 9.0430 9.5502 8.9540 9.0113
Great eritain GBP 104179 11.1319 10.6831 10.5538
Japan JPY o0.0817 0.0823 0.0892 0.0835
Norway NOK 1.1596 1.1926 1.1515 . 1530
South Korea KRW 0.0059 0.0062 0.0060 0.0060
United States usD 6.4982 7.2060 6.9247 6.8038

New accounting principles for 2011

None of the NeW accounting principles ©r interpretations that came inte

effect as of jJanuary 1 2011 has had any significant impact on the Volvo

| statements.

Groups financi

New accounting principles for 2012 and 1ater

When  preparing
31 2011

the consolidated financial Statements as of December

2 NUMber or Standards and interpretations "as PN published

but has not yet become efrective.  The following '= @ preliminary assessment

of the effect that the implementation ©f these standards and statements

could have on the Volvo Groups financial statements.

Amendment 0 1AS 19 Employee benefits

AS from January 1 2013 the amendment to IAS 19 Employee benefits

wil become effective. The revised standard

applied retrospectively and
hence the closing Palance for 2011 win be adjusted " accordance with
revised IAS 19 and the reported humbers for Q12 wil be restated

hence

ity the expected longer

in the net defined benefit lability ©OF asset will be recognized

Service cost and net interest will be recognized " and loss

occur. profit

while remeasurements Such as actuarial gains and 10SSes will be recognized

beyyQ Freyensive in orr

) . wil
n accordance with AS 19 revised the recognized pension liability
. of the
in-reas_ebpi approximatel as the unrecognized  part
Shareho
pension liabiiy N0 longer can be reportea ©ff balance. Iders

equity Wil decrease py approximately SEK 8 billion Net of deferred taxes

pbalance for 2012 in accordance with IAS 19 revised Net

in the ogpening

benefits would increase py

financial position including Post-employment
SEK 12 biion while the equity ratio Would decrease. Further changes ™
the net defined benefit japm, Wil be the modified net interest calculation

and the removal of the amortisation of actuarial gains and losses.



izing jointly controlled

method  win remain

| not
e Wil be
31 billion
shown as income from investments in associated companies. "€ equity
Dec 31 2010 SEK 7 witiion SEK 420 M i
- - interest of the ;o ventures result win be affect the investment = joine

Dec 31 20 .. billion

disclosures will probably Nerease in this area due to IFRS
For further information ©f provision t-employment

RS 9 Financial in

RSO lished Gssificat!
11 Joint Arrang|

mpairment a'd Hed h\ccounti hich  will replace
applicable i
ith  application not ier than  Ja,

ntary subject t© E bproval.  Volvo

i i IAS 27 cConsolidated
replaces the consolidation instructions in

- hoW the implementation of 'FRS 9 will impact the Group. A joint position

and Separate Financial Statements and SIC-12 Consolidation Special h "
will be taken ir . . with the final version of an three components
Purpose Entities and AIMS © jLolement @ conselidation  poc, Pased on " conjunction
- of the project being Published.
control defined as the extent to which the owner | has control or the proj 9
; i ; : i from hiss
investment gpject il receives or .. entitled to variable returns when
. These standards/interpretations had not been adoptea by the EU

her involvement in the iNvestment gpject and iii  has the gpin, © €Xercise

: this Annual report W8S published. 1he dates listed for application may
his/her control of the iNvestment opject to influence the size of the return

FRS thus be subject to change due to decisions made during ™° EU approval
11

IAS 31 Interests in Joint Ventures and

replaces implements

. . . the process.
new accounting requirements O joine VeNtures.  The  auiiey apply

KEY SOURCES OF ESTIMATION UNCERTAINTY
NOTE

Volvos MOSt  gignificant  accounting policies &€  primariy, described Source of estimation uncetainty Note

with the note. Refer 1o Note 1 Accounting Policies for

togggther

applicable

a o olvos Consolidated Financial State- Revenue  recognit] 7 Income
m u of estima dg 10 Income taxes
a ed ou il other
of the financial statements and the recognized ounts or sale 12 intangible 2Ssets
expenses during the periods Presented. In preparing these financial Assets and Other pon current assets 13 Tangible assets
statements Volvos management has made .. best estimates and judge- Credit 1oss reserves 15 Customer-financing
ments or certain amounts included in the financial statements giving 9ue receivables
L, Since future rodillis are an UNKNOWN  guantity L 1 llReceivables
rorflhese tim[ilis due to thel nee
Hance AS them::\n empiillm
ure nting cies in W
R hen = and assume '©NS are parftvtarys-errnrtivearrd-w if-a-ctuaf-——- uc Warralvv cos 21yttTerprovisiorrs

results differ may have a material impact ©on the financial statements. 21 Other

Legal proceedings provisions

The sources ©f uncertainty ®hich

i:Ch 'Osn ‘&Sin a
to e fect®d. Th Jacent

presentations.

been identifiea py Volvo gnd

ti [
herd

iy se
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Oft ACQUISITIONS AND DIVESTMENTS OF SHARES

tore O1

ACCOUNTING POLICY

Reporting of business combinations

one. Al business

Volvo applies IFRS 3 Business Combinations " acauis

combinations are accounted  for in accordance ~ With the purchase Method.

Volvo values acquired identifiable assets tangible and intangible and e

o fair value. Apn amount from the purchasd

reportet

recogg

ons a business  combinall

Trans-

control = achieved which = the point When

goodwill = calculated.
actions with the minority ar¢ recognized 25 equity @S long S control or the

subsidiary ‘= retained. For each business combination Volvo decides

Whether the non-controlling Nterest should be valued at fair value or at

i . the
the non-controlling MereStS  proportionate Share of the net assets of

acquiree. Al acquisition-related COStS aré expensed. Companies acquired

during the year are consolidated as of the date ©f scquisition. COMpanies

that have been divested are included in the consolidated financial State-

ments

up '© and including the date of divestment.

Non-current assets held for sale and discontinued operations

_ A Discontinued
Volvo applies 'FRS 5 Non-current ssets Held for Sale and

. in current assets. |
Operations. The standard also includes the treatment of n

a global group 'e the Volvo GOUpP processes are continuously ongoing

regarding the sale of assets or of assets at minor values. In cases

groups

in which the criteria for peing ©'assified as a non-current asset held for

sale gre futfilea and the asset of assets = NOt of minor value the

Or group
asset or group of assets and the related iiabiities are recognized ©n a

separate 'ine in the balance sheet. The asset or of assets are tested

group

measured ac rair value afterjiie tions for
nd U mill e t Ssul
1 al
Group headquarter functions and  oth intil

the sale . completed 2Nd the resuic attributed t© each segment.

for 4

seillls ex

recognized ' the segment

IN SUBSIDIARIES

AB volvos iaries as of December 31 2011

holding ©f shares in subs

. shown in the disclosures of AB Volvos holding of shares in Note s

Significant acquisitions formations and divestments within the Group

are listed below.

Acquisitions feor the period

The Volvo Group has not Made ..o acquisitions during 2010 and 2011

which Soiely OF jointuy NaVe had a signi ¢ impact on the Volvo

Groups

Groups b;

and other

on with the acquisition|

units are specified the following t@ble based on valuations on the
respective acquisition dates
Acquisitions 2011 2010
Intangible assets o
Property Pplant @and equipment 132 32
Assets under operating '€@s€ 1503 468
Inventories 38 56
Current receivables 236 29
Cash and cash equivalents 39 s
Other assets 12
interests 387 20

Minority
ions 36 22
1510 374

Current liabilites 191 143

600 163
Goodwill 967 52
Acquired net assets 1567 215

1567 229

Cash and cash equivalents paid

Cash and cash equivalents according *©

acquisition analysis 39 15

Effect on Group cash and cash

1528 214

equivalents

Divestments
The Volvo Group has not made any divestments guring 2011 which  coieny

or have had a financial

ity impact on the Volvo

significant Groups
statements. Comparative figures for 2010 include the divestment or Volvo
Aeros US subsidiary Volvo Aero services VAS and Volve CES aistribution
networks in Turkey @nd Russia.

c.impact.o Mt Volvo-Groups Palance-sheet-and-cash-tew-statemen
in connection  with the divestment of subsidiaries and other business  units

specified ™ the following table



Divestments 2011 2010

Intangible assets 5 o
Property plant 2"d equipment 4 32
Assets ynder operating '€2se o 190
Shares and 4 ticipations o o
Inventories 45 1096
Other receivables 130 334
Cash and cash equivalents 21 176
Other provisions 17 10
Other Iiabilities 143 540

45 1298
Goodwill [¢} 122

Divested net assets 45 1420

Cash and cash equivalents received 41 1007

Cash and cash equivalents divested

companies 21 176
Effect on Group cash and cash
equivalents 62 831

Acquisitions and divestments after the end of the period
Volvo has not made any acquisitions or divestments after the end of the

period that have had .o significant impact on the Volvo Group.

Assets and iiabilities held for sale

At year-end 2011 the VONO Group recognized 2SSStS amounting to 9348

and liabilities amounting *© 4716 as assets and iabilities held for sale

Translation differences on of 3 .= iNncluded in other

foreign operations

comprehensive income. This = referring te the initiated process ' divest
the business area Volvo Aero. A divestment = in line with the further
streamlining ©' the Vaivo Group towards commercial vehicles.  Depending

emnviromn~ment
actess" to Niquidity M ool ectc. he Ehir Ral se

for sale may change ™ the forthcoming periods or when the transaction
finalized. For the comparative year 2010 the VolVo  Groyp recognized
assets amounting '© 136 and nabiies 1o 135 classinea as assets and

liabilities held for sale.

Assets and iiab held for sale 2011 2010
Intangible aSSets 3316 [o]
Tangible assets 1984 43
Inventories 2216 8
Accounts receivable 566 56
Other current receivables 982 24
Other assets 284 5
Total assets 9348 136
Trade_payahles 1025 31
Other current liabilities 3691 104
Total labiities 4716 135
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GOALS AND POLICIES
NOTE

Volvos giobal operations expose the company '© financial risks in the form
or interest rate risks currency fisks credit risks and iquidity fisks Work  on
financial risks comprises an integrated €lement of Volvos business. Volvo

Group strives to minimize these risks py optimizing the Groups capital

COStS Ly Luizing ©CONOMIES or scale minimize negative effects on INCOMe

as a result of changes in currency or INterest rates and o optimize risk

exposure. Al risks are managed pursuant to Volvos established poiicies

in these areas. For further information on Accounting for Financial

principles
Instruments refer to note 30 Financial Instruments.

Volvos risk management felated to specitic balance sheet items are thus

also described in other areas of the Annual Refer to the Notes

Report.

instructions.

a4

COMMERCIAL CURRENCY
EXPOSURE

CASH FLOW RIsks COMMERCIAL CREDIT RISK

FINANCIAL CURRENCY

PRICE  RISKS FINANCIAL creDIT RISK

EXPOSURE
CURRENCY EXPOSURE FINANCIAL
OF EQUITY COUNTERPARTY RISK

wwnte  ST-R T_- RISKS FA

Interest-rate  risk refers to the risk that changed interest-rate levels  will

affect consolidated earnings and cash flow cash-flow risks or the fair

value of financial assets and liabilities price risks.

ixing ter

Nterest-rg

interest-fixing
i - : in i currencies from
Currency interestrate gpans enable  porrowing foreign

different markets without introducing currency "=k Volvo also has

Standard—ized—intereStrate—fiorward—contracts-rjﬁ%gﬁfﬁapd -rate

agreements. MoOst of these contracts are Uused to hedge interest-rate levels

fnxyhrurt ter yrQwira g or lrauestmenty__

Cash-flow risks

The effect of changed Interest rate levels on future currency and interest-

rate flows _ . . pertains to the Groups customer financing operations

and net financial items. Customer finance gperations Measure the degree

The NoOteS seonsitivity analysis ON interest rate fisks = based on gimpiified
assumptions. « = not unreasonable for Market interest rates to change by ' per-
centage point 100 basis points on an annual basis. However i reaiity these
rates often rise or decline at different points in time. The also

sensitivity analysis

IN FINANCIAL Risk MANAGEMENT

aLe6.s

©f matching 'MtSrest rate fixing ©N borrowing 29 lending. The calculation

excludes which amounted o between 8

2011 the

of the matching degree

and 10% in the

equity

customer finance operations. ! year-end

degree ©f SUCh matching Was 97% 100 which was in line with the Groups

policy. At year-end 2011 in addition to the assets in w= customer-financing

operations VOIVOS interest- pearing assets consisted primariy ©f cash

cash equivalents @N9 liquia assets invested in short-term interest-bearing

securities. The opjective an  interest-fixing termM of three

months for the i industrial operationg through the

of derivatives. Of into

un: . o

ivatives into acc i rest  terms

to gn interesy

sponding Average

nterest at year-end amounted to 4.1% 4.3 including Volvos credit costs.

-ks-Ire

— levels refers to
Exposure t© price "SkS as result of changed interest-rate

financial assets and liabilities  With a Jonger interest-rate fixing term fixed

interest.

i before taxes in
The following table o shows the effect on income

Industrial Operations fnancial net position  including  pensions  aNd similar

net gpligations " ‘Nterest rates were te increase  py : percentage point

i interest-rate fixed t€rm of three
100 basis points assuming 2N average terest-rate  fixed

months.

assumes @ parailer deferment of the return curve and that the interest fates on
assets and nabmes Wil be equally impacted by changes » market interest rates
Accordingly the impact ©f real interestrate changes may “ffer from the anaiysis

presented above. Vo



Currency

Volvos net assets in

currencies SEK bn

SEK M

different IPY

usD
INR
CNY
B EUR
Other

Total VC

mmmmmm Read more about the volvo

2--

s - a
content of the alance shieet may af

ted
recognized ed by chang

. curr v " o S
@n. N o e W . 8 R
currency €Xposure changes e Wiue lo:

investments financial

and

f
currency exposure a9 changes n the value ©

assets and liabilities of share-

in foreign Subsidiaries currency

exposure
holders equity.

The aim or Volvos currency "S% management '= t© Secure cash flow from

ou- g CUrrhedges

firm flows pursuant-tothe

Net financial Impact ON earnings

position nel before tax @ interest rate

pensions rises 1%

PS interest-rate risks

24272 182
5644 42
811 6
2453 18
7286 55
20 [o]
19346 145

Groups net financial position ON Page 77-

to minimize

equity.

vy

Commercial currency exposure

Transaction exposure from commercial flows

Volvo uses forward contracts and currency options

future payment flOWs i foreign Surrencies.

MmMost of which are realized within six months.

flows for «' periods "

stabliSh-edcurreTrcy--The

Volvo Groups outstanding forward contracts and options contracts for hedging of commercial

Millions usb
Due date 2012 amount 1100
Due date 2013 amount

Due date 2014 amount

Total local currency 1096
Average contract rate 6.76
Market value of outstanding forward

contracts SEK M 147

Impact

Volvo only hedges

on Net financial

position * SEK rises

10%

S Currency risks

2427

564
81
245
729
17

1919

ww

to hedge the value or

firm flows

The hedged amount or firm

within the framework of Volvos

currency policy.
Cont.
currency 'isks
Other
Currencies currencies Market value
GBP EUR JIPY Net SEK
75 22 5514 604
- - 115 17
75 22 5629 621

10.73 9.21 0.08

3 37 16 1

172

87
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The table on the preceding page VF SNOWS outstanding forward and gpiion

contracts  for the hedging ©f Sommercial risks. The table on page

currency

74 shows commercial net flows per currency transactional flows net.

Translation exposure during the consolidation of operating INcOMe

in foreign Subsidiaries

In conjunction With the transiation ©f gperating NCOME in foreign Subsidi-
aries Volvos earnings are impacted " currency Fates change. Volvo does

not hedge this risk. For more information on currency hedging of equity

see below.

Sensitivity analysis currencies

The tables below Show the impact on income for

sales and operating

tran:

clu

duri

currency e€exposure. uses!
derivatives to facilitate |ending and porrowing in different currencies with-
net of the Volvo

out increasing the companys sk The financial position

Sensitivity analysis
Currency effect on net sales from inflows ir foreign

currency and translation effect when consolidating net

sales in foreign Subsidiaries.

1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0
BRL CNY EUR GBP INR Jpy RUB usD ZAR Other

Changes ™ currency €xchange rates compared o 2010 Total SEK o, 202 bn

w value of SEK i 10% Total SEK 310

Strengthen

Group ™ affected py exchange-rate fluctuations since financial assets
and liabilities are distributed among Group companies that conduct their
operations using ¢ifferent currencies.

The |mpact on Net financial position table on the previous shows

page

Nndustria inancial net
the impact o1 earnings Before tax of INAUStal gnorations  fnancial
position including pensions and similar net opligations " the SEK were

strengthen by 10%. VO

Currency exposure of equity

The consolidated Vvalue of assets and liabilities N foreign Subsidiaries =
affected py current exchange rates in conjunction with the translation of
of

assets and labilities to Swedish kronor. To minimize

currency exposure
equity the size of equity in foreign Subsidiaries = continuously optimized

ndilbns. Currency hedging  ©Ff

compllBies - assessed on a case-by-case PaSiS:

Volvos hnet assets in different currencies are presented ©on € map on

the previous page.

Sensitivity analysis
Currency effect on operating income from net flows in
foreign currency and transiation effect When consolidating

operating INCOME in foreign subsidiaries.

0.5
1.0
1.5
2.0
2.5
3.0 -

BRL CNY EUR GBP KRW RUB usbD ZAR  Other

Changes i currency €xchange rates compared to 2010 Total SEK og 47 bn

Strengthen  in value of SEK by 10% Total SEK noq 63

Volvos currency review When voivo communicates the currency impact °" operating income the following factors are included

Currency impact On operating income SEK bilion 2011 2010 Change
37
Ne flowsAn-foreign-ojrfe-n
0.5 .
Realized gains @Nd losses on nhedging SONtracts 0.2 0.3
02 05
Unrealized gains ald_losses-on hedging contracts___
Unrealized gains @nd losses on receivables and labilties in foreign currency 0.3 0.1 0.2
o1
Currency ©ffect from devaluation in Venezuela 0.1
. P 1.0
Translation effect on operating I"COME in foreign SuPbsidiaries
Total currency iMpact on operating 'Ncome .
_ . . i detailed tabl
Currency impact on Net flows in foreign currency and Translation effect on operating N"€°Me » foreign subsidiaries are in table

Fa in key currencies ror Volvo.

The Notes

sensitivity analysis O currency rate risks s based on simplitied

9
assumptions. 'ts not unreasonable for the vaue i SEKto strengthen by 10%

urrenci i the
relation to Other currencies. i realiy SUFENSies usuaiy do not change

88

same direction at any given tiMe so the acwal effect ©f exchange-rate changes

" . refer to table MG K
may differ from the sonsitivity analysis. Please refe o



5 T
Credit risks are defined as the risk that Volvo does not receive payment "

accounts receivable and customer- receivables

recognized nancing

commercial credit risk that Volvos investments are unable to be realized

i is i due to the
financial credit risk and That Loioigia) profit not reatized

i derivative
counterparty Not rfuiiing  its part °f the contract when using a

instruments financial counterparty 'Sk

The objective ©f the Volvo Group Credit policy ™= © define and measure

- ©
the credit exposure and control the risk of l0SSes deriving from credits

Dealer
cu credits to i counter party risks and Customer
stomers suppliers

activities

Financing

and customer.

eredit granting
The <

rules

The credit risks
tion

managed  through 2active routines and

Moreover regular monitoring

where applicable Product repossession.

ensures that the pecessary 2llowances are made for incurred losses on
doubtful receivables. in Notes 15 and 16 ageing analyses &'® presented

and accounts receivables over-

of customer finance receivables overdue

due in relation to the reserves made.

A

amounted
The credit portrolio of YOIVOS customer-financing

operations
at December 31 2011 to approximately "€t SEK 79 biion 73. The creait

risk of this porono = distributed over @ large NUMber of rewil customers

and dealers. Collaterals are provided in the form of the financed  products.

in the credit granting YOIVO strives for a balance between risk exposure

and expected "StUrM-

Read more about VOIVOS credit fisk in the customer financing operation

ote 15

Financial credit risk

The Volvo Groups financial assets are jargen, Managed by Volvo  Treasury
i t ts Must meet

and invested in the mgpey and capital markets. an Investments

the requirements ©f low eredit risk and high tiquidity. According '© Volvos

for investments and derivative transactions

credit policy counterparties
should have a ratng of A or better from one of the well-established credit
- institutions.

rating

Financial counterparty sk

The yse o

will  not

risk exposure

transfeg

en contracts. gross
responding

) interest-rate and
to counterparty risk relating '© futures swaps

exposure
interest-rate forward contracts options and commodities  contracts
amounted at December 31 2011 w 281 331 4024 3539 284 190

and 68 168.

89



90

FINANCIAL INFORMATION 2011

risk is defined as

orTefinance its assets or i RS payment obligations.

Volvo assures itself of sound financial preparedness by always keeping 2
certain percentage of «= sales N liquia assets. A sound balance between
in the

short and jong-term borrowing as wen as borrowing preparedness

form of overdraft facilities are intended to Meet its |ong-term financing

needs.

related to non-current

Future cash-flow including derivatives

and current financial

10

20

30

40

50
2012 2013 2014 2015 2016 2017 2018
445 =282 =209 113 130 11B 0.7 Capital flow SEK bn
5.6 3.3 2.7 1.3 0.9 0.6 (6] Interest flow SEK be

loans and derivatives

to thelillture

interest payments on

y the market. The interest flow recognized

rates expected b

activi

es.

flow from operating

flow in the table there are

included in capital

\n addition to derivatives

also derivatives related to financial liabilities reported as assets Wwhich are

future
expected to give a fUlUre capicar flow of SEK 0.8 bn and a interest

flow o SEK 3.4 bn.

Read more about the maturity StrUcture concerning bond leans and other
loans 85 well 85 granted But umutiized credit eoumes n Note 22,

Read more about contractual €M analyses ©f VOIVOS future rental payments

financial  and operational lease contracts in Note 14

from non-annullable



SHARES AND PARTICIPATIONS
NOTE

ACCOUNTING POLICIES
Joint ventures

has gontrolling influence

statecllin 90
—
re reddgMize b

with IAS

Joint ventures are companies over Which Volvo
t

Principles CORsO 1o Toint

consolidation

lying

accordance 31 Inter-
the proportionate method in

ests in Joint ventures.

Associated companies

: i has i
Associated companies ¢ companies ' Which Volvo a significant

20% but
influence Wwhich = normally when Volvos holdings equal at least

i i are
less than 50% or the voting rights. Holdings ' @ssociated companies

i ity method. The Groups share or
recognized I accordance  with the equity p

. P i consolidated
recognized INCOME in such companies = included in the

statement of prore Or loss under Income  from participations ™" associated

d
companies less Where appropriate depreciation ©f surplus values an

from associ-
the effect of applying different accounting poticies. 'NCOME

; i i the Volvo -
ated companies = included in operating NCOME since invest

ments are ©f operating nature. FOr pracucar Féasons some of the

ated companies are included in the consolidated financial Statements

i from associated
with a certain time lag normally ON€ quarter. Pividends

: i consolidated income. 'n the consolidated
companies are not included in

i i com-
balance sheet the carrying @MOUNt of shareholdings in associated

panies = affected py Volvos share or the companys net income less

depreciation ©f surplus values and dividends received.

Shares and participations '™ ©ther companies

Holdings that do Not provide Volvo with gignificant influence which generally

are
means that Volvos holding corresponds to less than 2006 or the votes

" : " For listed
recognized as shares and participations ™" other companies.

value. Unlisted
shares the carrying @MOUNt - equivalent '© the market

shares and in which rfair value Cannot reasonably be deter-

participations

mined are Measured at cost less any impairment '0SSes-

associ-lncome

Joint ventures

Group holdings of shares in joint Ventures are listed below.

Dec 31 2011

Dec 31 2010

Shares in joint ventures Holding percentage Holding Percentage
Shanghai Sunwin Bus corp. o
50
China
Dong Feng Nissan Diesel
N 50
Motor Co. Ltd. China 50
VE Commercial Vehicles o
Ltd. india 50
. - 50
Xian silver BUs corp. China
Direct and indirect ownership.
Volvos share of joint ventures Income
2011 2010
statements
Net sales 4196 4178
. 2. 127
Operating income 323
169
after financial items 379

73

Income taxes

Volvos share of income for

h 306 103
the period
Volvos share of joint vVentures balance pec 31 pec 31
sheets 2011 2010
1915 1932
Non-current assets
2248 2206
Current assets
Total assets 4 63 4
Shareholders equity 2505 2627
294
Provisions 274
Long-term liabilities 6 -
Current liabilities 1378 1205
Total sShareholders equity and liabilities 4163 4138
At December 31 2011 guarantees amounting '© © 78 were issued by

AB volvo

for the benefit ©f joint Ventures.

38
of contingent 'iaP in ke joine VENtures  totaled 46.
2010
Volvos share of total 2011
number of employees Number Number

ees

Shanghai Sunwin BUS corp. 453 16 455
Xian siver BUS corp. - - 1a4
Dong Feng Nissan Diesel

Motor Co. L. 152 13 141
VE Commercial Vehicles Ltd. 3600 : 1479
Volvos share of

total number of

employees 4205 3 2219

At the same date Volvos share

of-whitth-emplow-

16

21

14
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INFORMATION

NJ Associated

companies

The following table pres. ummarized financial

the total associated com) not only the part

Shares and participati
e-f e

HB Swe

n associated comp;

Blue chip Jet -

UD Trucks Doto  cgrporatio
Trucks Niigata Corporation
Merkavim Metal Works Ltd israel

JV Fonderie Venissieux France

PK-UD Axle co.Ltd. HangZhou China
Diamond Finance Ltd Great Britainz
Blue chip Jet HB Sweden

Quingdao Sunwin BUS Corp China

Arabian Vehicle Truck Indust Ltd Saudi Arabia
Effpower AB Sweden3
Powercell Sweden AB Sweden

Other nholdings

Total Shares and participations
cauirea additional 6% and
PK-UD Axle Co.
2011.

n 2011 volvo
2010

the company
Ltd was 45%.

2010

the holding '™

2 The company Was liquidatea during the holding

Finance Lid was 40%.

summarized financial iNformation

The following table presents

associated companies. The income statement and balance

reflect the total associated companies 1Ot only the part

Volvo.

Income statement data 2011

Net sales 2543
Cost of sales 2491
Financial income and gyxpense 29
Income before taxes 23

23

Income taxes

Income of the period o
Balance sheet data Dec a1

2011
Non-current assets 2094
Current assets 1485
TotalL assets 3579
Shareholders  equity 1605

~ @rovislurrs 53___

Non-current liabilities 621
Current liabilities 1300
Total Shareholders and liabilities 3579

equity

in associated companies4
i= NOW a subsidiary. ™

in Diamond

sheet below

2010

3794
3840
32
78

46
124

Dec 31
2010
2085

1558

343
1686
452

1444
3643

for Volvos

consolidated py

reflect

Dec 31 2010

value

319
94
61

37

30

18

29
2
16

684

2010

~

associated cony income statement and balance sheet below
3
Percentage Dec 31 2011
holding cCarrying VaUe carrying
50 405
38 103
34 69
27 17
49 35
51
969639-1011 50 8
43 °
25 9
556570-8541 9
556759-8353 a7 17
12
684
to 9% and the therefore N0 jonger
3 i 2011 the holding Was reduced company ‘= Ll
accounted for as an associated company. ' 2010 the hoiding " Effpower AB
was 34%
4 Volvos share or shareholders cquiy " @Ssociated companies incl. equity
untaxed reserves amounted to 684 684.
Income from investments iN associated companies
Income/loss 2011
5
UD Trucks wNiigata ©°
JV Fonderie Venissieux 4
Merkavim  Metal Works  Ltd 17

HB

Blue chip Jet
Transfer

Holdings ©f Volvo Technology

Other comp anies

Subtotal

Revaluation and write-down of shares
Blue chip Jet HB

Holdings of YOIVO Technology ''ansfer

Other companies
Subtotal

Gains |osses on divestment of shares in

associated companies

Heldiags-of-Votvo-Tee-hnetogy-Trarysfer

Subtotal

Total INCOME tOSS from inLves M . sINY
associated companies

Investments held py the VOVO yenture-capital —company.

46

24

48

52

39
58

75

11

86



Shares and participations in other companies

The carrying

other companies as or December 31 2011 = shown

amount or Volvos holdings of shares and

participations

in

in the table below.

Income from other investments

Dividends received 2011 2010
Deutz AG 2 2
Holdings in Japanese companies 13 1
Other 6 7
Subtotal 21 23
Write-downs of shares

Holdings of Volvo Technology Transfer 43 107
Holdings ™ Japanese companies 226 .
other 1 1
Subtotal2 270 108
Gain on divestment of shares

Holdings of Volvo Technology Transfer 11 10
Holdings in Japanese companies s 24
ou her 8 7
Subtotal 24 27
Total 225 58

Holdings 'n listed companies Dec 31 Dec 31
2011 2010
Percentage carrying carrying
holding value value
Deutz AG Germany/ 7.2 299 458
Nippon Express Co.Ltd. Japan 0.4 93 131
TBK Co ta. Japan 6.7 61 68
Sankyu Inc. Japan 0.5 44 53
Fukuyama Transporting Co-Ltd.
Japan 0.2 16 15
Senko  co.Ltd _japan 1.0 32 30
Tonami Holdings Co-Ltd. Japan 11 15 14
Yamato Holidings Co.Ltd. Japan . 25 21
Holdings in other listed companies 50 46
Total holdings irn listed other
companies 635 836
Holdings in non-listed companies 555 578
Total shares and participations
in other companies 1190 1414
Unilisted shares and participations # WHICh rar value Cannot be reasonably

determined

are measured at cost less any impairment

losses

Investments held py the Volvo yenture-capital company.
2 Write-downs  of shares refer mainly o financial assets available for sale for

which a reliable market value can be calculated.

Changes in the Volvo Groups holdings of

shares and participations 2011 2010
Balance sheet December 31 preceding year 2098 2044
Change n Group structure 19 -
Acquisitions 2Nd divestments net 92 104
Write-downs 96 119
Capital contribution 23 31
Share of iNncome in associated companies 24 75
Revaluation of shares to fair value 203 148
Translation differences 34 22
Dividends 35 1
Reclassifications - 42
Other a 14
Balance sheet December 31 1874 2098

93



94

FINANCIAL INFORMATION 2011

SEGMENT REPORTING
NOTE

Reporting by product area

The Volvo Groups operations are untl ygge end 2011 organized " Mne
business areas Voo Trucks Renault Trucks North American Trucks
Trucks  Asia Buses Construction Equipment Volvo Penta Volvo Aero and
Customer Finance. 'n addition to the nine business greas there are ©other
operations consisting mainly of business units that gre designed t°© sup-
port the business areas operations. 'N€ business units include  Volvo
Powertrain Volvo 3P Volvo t Volvo [ ogistics and Volvo Parts. As the four
truck brands share product development production @nNd other activities
in business units Such a5 Volvo 3P and Volvo Powertrain and also share
certain infrastructure .. distribution such as dealers the four truck brands
are reported as ONe aggregated PUSiNess segment. The Volvo Group =
thus reported divided in six segments in which net sales and operating
income are reported for each product area.
Each business area except for Customer Finance has total responsi-

ry fOr w=

- . flow.
operating INCOMe operating capitar 2"'d operating cash flow

Volvo Financial Services Within Customer Finance has responsibility "

its net income and total balance sheet within certain restrictions and grin-

ciples that are established contrany. The supervision and coordination of

treasury and tax matters organized centrally to obtain the benefits of a
Group-wide approach. The |egai Structure or the Volvo Group = based on
optimal handling ©f treasury tax and administrative matters and accord-
ingly differs from the gperating Structure.

The business UNItS are gesignated © support the business areas and
are therefore MOt [opgraple PUSINess segments. The results from the syn-
ergies Created in the business units are transferred back to the various
product areas based on the yegree t© Which individual areas have utilized
the services or the business units. The heading ©ther contains mainly

earnings linked

to corporate functions including the Groups treasury
operations. The Groups rea estate held in Volvo Group Real Estate .
reported Under industrial operations and earnings are transferred back t
the business areas.

Reported segment nformation based on the information used inter-
nany by the chief operating decision maker Wwhich in Volvo . the Volvo
Group Executive  Committee.

As from january 1 2012 the Volvo Group has a new organizational
structure SE€ pages 8-9 n this report. The business wil continue tw be
divided in six gegments UYnder the NeW organization. The organizational

change may hOWever resuie i some shirs between the segments.

Net sales 2011 2010
Trucks 200703 167305
Construction  Equipment 64987 53810
Bases 22289 20516
Vvolvo Penta 8859 8716
Volvo Aero 6509 7708
Other and eliminations 242 s$D_.__ -
Industrial Operations 303589 257375
Customer Finance 8883 9031
Reclassifications and eliminations 2104 165/
Volvo Group 310367 264749

The above sales figures include internal sales in the following amMounts

Net sales to Group companies

Trucks

Construction Equipment
Buses

volvo Penta

Volvo Aero

Other and eliminations

Industrial Operations

Customer Finance

Eliminations

Volvo Group

Internal Sales between business areas

cost of sales including calculated

ales from service i are generally Made
expenses. 'mternal S Vi companies g y

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

vo.vo Penta

Volvo Aero

Other

Industrial Operations

Customer Finance

Volvo Group total

Ofwhich write -down 10 2j33

r(ReEBearchanddsvetyye ryt-_expectses_ .

Trucks

Construction Equipment
Buses

Volvo Penta

Volvo Aero

Other

Volvo Group total

2011

1921
606
526

1426
1769

337
2106

are generally Mmade

product

2011

18260
6653
1036
781

336

1109
25957

942
26899

2011

8531
1903
472

504
464
11419

2572
13992

8627

2556

1052
692
275

74

13276

2010

1421
347

490

21
984
1424

231

1655

standard

improvement

at

2010

10112
6180
780
578
286
102

1783.4

18000

2010

8721
1975
464
4.53
436
710
11338

2454
13792

9230

1972

882

670

156

60
12970



Income from Investments in associated

companies

Trucks
Construction Equipment
Buses

Volvo Penta

Volvo Aero

Other

Industrial Operations

Customer Finance

Volvo Group total

Total assets

Operating assets Industrial Operations

Trucks
Construction Equipment
Buses

Volvo Penta
Volvo Aero

Non-interest bearing assets held for sale
Other
Total

operating assets Industrial

Operations

Interest pearing f'Nancial assets
Tax r;ceivables

Total assets in Customer Finance
Other and eliminations

Volvo Group total

Defined as total assets €SS interest-bearing

receivables.

Total shareholders equity and liabilities

Operating liabilities inaustrial Operations
Trucks

-Construction Equipment

Buses

volvo Penta

Volvo Aero

Non interest-bearingg liabilities  held for sale
Other
Total operating liabilities Industrial

Operations

nancia fiabili  ies
Tax liabilities
otagr<abifi ——-Customer,

Finance--Other

Total

liabilities
Shareholders  equity
Volvo Group total
less shareholders

Defined

as total

eaquity

2011

10

13

2011

126617
47742
11905

5026

9344
7831

208464

42689
13632

99147
10689
353244

2011

80031

22494
8213
2575

4710
1586

119609

2010

2010

114169
43309
11565
4870
9881
136

21051

185981

42645
. 3064
89246
12929

318007

financial assets and tax

2010

69039

18697
7762
2519

3_517
135

1259

102928

Investments in
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

23-61X5- --other markets

6515

10747
267563

85681
353244

financial

4702

12305

243886

74121
318007

and tax

Volvo Group total

capital expenditures
Sweden
Europe excluding SWede

North America
South America
Asia

Other markets

Volvo Group total

associated

n

companies 2011

228

23

432
684

2011

9138

2231
367

332

1293
14159

6112
52
20220

2011

120828
60560
35142
73586
20251

310367

14108
46984
27061

2011

84913
7868
353244

2011

5670

7639
3 427

478
2953
53

20220

18
378
684

2010

7650
1555
343

734
30

10643
4600
38
15205

2010

102947
47922
29013
65487
19380
264749

12 463

35752
24457

2010

318007

2010

3323

6733

2039
292

2707

15205
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INCOME
NOTE

ACCOUNT PoOLICY ’
zes... a . w m nye Lo XA . YV Y. m_y YSN

In certain Volvo enters into a - or residual value
from sales of n cases buy-back agreement

La net sales pertain mainly to revenues

after Volvo has sold the product '© 3" independent

sales gre « the occasion s reduced py the guarantee

from the,

undertaking

event of a puy-ba

h an fllsessilnt was inco
for thellcrio e over
_ o 2
residual valu:
recognized over
residual value risk COMMItMent . NOt signiricant and the sale was Made «
an independent party Or " combination with a commitment from the cus- Hard and soft products
tomer © b,y a new Yolvo Lot n connection to a puy-back option e The Volvo Groups product range '= divided inte hard and soft products. The
reve eco e of sale and a ovigion '~ made o renect i i and (=1 ines comprise hard products. Soft
th resfillal v risy ote Other provisi . 4 er s and
bm salfilr W) servic = recog?zed whe i gines[ir"d m
provided.  Interest INCOME Conjunction With finance & ings that are S to custo provide the Bnced

instaimentflcofffitiracts = recognized during "€ ugder®ing contract perica experience @Nd greater satisfaction.
altoca-tion

of associated costs over r period. Refer 1o page 42 for more about the Voo Groups Sservices.
basis and dividend

Interest iNcome ‘= recognized ©N a continuous
Refer to Note 6 for information (ogarding net sales by product and market

income when the ,ign: to receive dividend = obtained.



OTHER OPERATING INCOME AND EXPENSES

NOTE

Changes ' provisions

financing 'eceivables are recognized in Other gperating

expenses Which  during "® period impacted the Group ™ 2" amount  or

770 1326.

Gains/losses on divestment of Group companies

Write down or assets held for sale

Reversal or Write down or assets held for sale

Change in @llowances and write-offs for doubtful receivables customer financing
Change n allowances and write-offs for doubtful receivables Other

Damages 2" jigatons
Restructuring ©°St
Voo profit sharing Program
Other INCOMe and expenses

Total

OTHER FINANCIAL INCOME AND EXPENSES

oO-Sstire
epori her =l

r-financing  Portfolio

NOTE

Nt custo

income and expenses. During the year

these had a positive impact °f 544

871 on earnings.

SEK M 2011 2010

Financial instruments at rair Value
544 871

through profit ©r loss

Exchange rate gains @Nd lOSses on financial

25 351

assets and liabilities

Financial income and expenses fe!ated

18 20
etc 290 287
297 213

to taxes

Costs for Treasury function credit faci

Total

Other financial income and expenses attributable t© financial instruments

amounted to 569 520. For additional information regarding financial instruments
refer to Note 30 Financial instruments
2 losses On financial assets and uabmues  for 2010

Exchange-rate gains and
Venezuela.

includes an adverse effect of 274 for the devaluation

income and reserves

for doubtful accounts receivable and customer- Read more cgarding

Note a.

the companys

management ©f credit

2011

19
54

60
682
88
227
94
523
22
1649

risk and  credit

2010

34
65

1438

112

57
360
192
2023

97
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INCOME TAXES

140TE

Income taxes were distributed as follows

Q O ACCOUNTING  POLICY

2011 2010
Income tax for the period includes current and deferred taxes. Current
taxes are calculated on the basis of the tax regulations prevailing " the Current taxes relating t© the period 5331 3668
countries in which the Parent Company and Subsidiaries are active and Adjustment ©f current taxes for prior periods 76 180
generate taxable income. Deferred taxes originated ©r reversed during
Deferred taxes are recognized ©N differences that arise between the the period 1584 747
taxable value and recognized value ©f assets and liabiites as well as on Remeasurements of deferred tax assets 25 67
tax-1oss  carryforwards. However with regard to the measurement of Total income taxes 6814 4302

deferred tax assets that ;o the value of future tax reductions these items

are recognized provided that & 1= probable that the amounts can be ut- Provisions have been made ror estimated 'a@X charges that may arise as a

lized against future taxable income. resuitof . tax audits in the VOO Group. Volvo evaluates tax processes
Deferred taxes on temporary differences on participations n SUPsSidiar on a regular Pasis and makes provisions for possible OUtcome when . =

ies and associated companies are only recognized When « = probable probable that Volvo wii have to pay more taxes and when « = possible '©

that the difference will be recovered in the near future. make a reasonably assessment Of the possible outcome. Tax claims ror

. o 5
Tax laws in Sweden and certain ©Other countries allow companies which no . was deemed pecessary were recognized as contingent
provision v

defer payment of taxes through allocations to untaxed reserves. These

liabilities.

items are treated as differences in the consolidated balance

t rary been recognized

d. ive iNncome at

rom nc [ the

for o 22462 24

ing to the table below

Due date 2011 2010
2012 40 64
scuRa o IVAATES 2013 I 50
2014 180 190
VOO recognizes Valuation allowances ror deferred tax assets where man- 2015 434 363
agement 0SS not expect such assets wa be realized based ypon current 2016 2302 757
forecasts. In the event that actual resuits differ from these estimates or 2017- 19429 23445
adjustments are made o future periods M these estimates changes ™ Total 22462 24869

the valuation allowance gy be required which  could materially impact
the financial position 2nd the iNCOmMe ror the period. At December 31

The Swedish cor income tax rate = 26.3%. The table below shows
porate
5011 the valuation allowance amounted w0 263 339 of the value of . .
the principal reasons for the difference between this rate and the Groups
deferred tax assets. MOSt of the reserve consists of unused loss carry- .
tax rate based 0N income after financial items

forwards. Net of this valuation allowance deferred tax assets ©of 18552

20109 were recognizeda ™ the Groups balance sheet.

2011% 2010
Volvo has __ ..o tax-loss carryforwards that are related to coun-

. with or indefinit : of ' y v Sweden Japan .
tries long indefinite periods utilization mainly P Swedish  corporate INCOMe tax rate 26 26
and France. Volvo considers =« to be MOSt certain that the Group wit be e

Difference in tax rate w various countries 3 4
able to generate Sufficient income i the coming years t© udtize the tax ) 3 3

Other non-taxable Income

loss carryforwards.
Other non-deductible expenses ' '

Cur-rentdaxe-s-ardb-utabla-ta-pror-y- ars o l

Remeasurement of deferred tax assets o :



Specificatio f deferred tax assets

and tax liab s 011

Deferred tax as:

Unused tax-loss carryforwards

Other unused tax credits 141

receivables

Provisions for warranties 2067
Provisions for residual value risks 288
Provisions for post-employment
benefits 1188
Provisions for restructuring Mneasures 42
Adjustment to fair value during corpo-
rate acquisitions 0
Market value of derivative instruments 28
Land 2204
Other deductible temporary differences 4320
Deferred tax assets before
deduction for valuation allowance 18815

263

Valuation allowance

Dmierred tax assets after deduction

£ al 5 llo 8552
Jﬂgmd t as! Niabilities g! !5

tax assets net 12838
Deferred tax liabilities
Accelerated depreciation ©N property
plant and equipment 3811
Accelerated depreciation ©nN leasing
assets 1959
LIFO valuation of inventories 270
Capitalized product and software
development 3721
Adjustment t© Tair value at company
acquisitions 31
Untaxed reserves 92
Market value of derivative instruments '
Other taxable temporary differences 1464
Deferred tax liabilities 11349
or deferred tax assets/iabi 5714

Netting

5636

Deferred tax liabil

ies net

7203

Deferred tax assets/liabi

tax assets and nabiiies above

The deferred

balance sheet

C St MR i
i

On a net basis Afer taking inte account

have been measured

exeeted to_appiduring e perioa When the asset = realized "or the uapue
have been re

according © e tax fates aNd  tax coguiarbds  that

announced at the balance-sheet date

are partially recognized

offsetting

at the tax rates tl

countries With

Tax- are jargen, Attributable o long ©or
2010 Inclefiny S -, I ) - B - I
total def < assets or 6907 7327 attributable o tax-loss
forwards ., 3665 pertains t© Sweden with an indefinite period ©f
7327
uti
121 L
he cumulativ amount or undistributed earngggs in foreign subsidiaries
711 int s idey den
n
L] euo edll -
; istritilited
illiol t year
587 i where the dividends are not taxable.
earnings pertaining '© countries
1722
306 Refer to Note 4 for information on how voivo handles cquity currency ri=x
2068
61
MINORITY INTERESTS
12
NOTE
45
2455
4594
I 3 ACCOUNTING  POLICY
20448
Minority interests are interest attributable t© non-controlling shareho
339 ers. Minority INterests are presented " the equity separately from the

1A 27. At i combinations
equity parent |1AS business

of th wners of the
. ts e v it fair or at tl
n sl c rees assy| -
. he
e aflone rit harenhfiliers

interest

in a subsidiary that

subsidiary. Changes " a parents ownership

do not resuit in a loss of control are accounted for as equity transactions.
IAS 27
4094
2111 Minority INterests in income loss for the period and in Shareholders
224 equity consisted mainly ©f the€ minority interests in Shandong  Lingong
Construction Machinery CO Ltd 30%.
3597
o
97
20
2178
12321

7799
4522

7788

n the

possibiliy

ettled

99
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INTANGIBLE ASSETS
NOTE

ACCOUNTING POLICIES

bonition of research

production systems
recognized as intangible assets « such expenditures With a high degree

of certainty will resuit in future financial benefits for the . 5., The

cost for such assets = amortized over the estimated useful e

intangible

of the assets.

The rules require stringent criteria to be Mel for these development

expenditures © be recognized 23S assets. For example =« must be possible
t© brove the technical functionality ©f a NEW product OF software prior ©

its development being recognized as an asset. 'n normal cases this

means that o, nenditures are capitalized only during the industrialization

phase ©f @ product development project. Other research and development

expenses &€ charged t© income as incurred.

Volvo has developed 2 process '" conducting Product development

projects Named the Global Development Process GDP. The GDP has six

phases focused on separate parts of the project. Every phase Starts and

ends with a reconcitiation point KNOWN as a gate the criteria for which

must be met for the projects decision-making COMMittee o open the

gate and allow the project to progress to the next ,,..0  puring the
industriatization  phase the imdustrial g cion = prepared for series o
duction and the .. q,cr = launched.

Goodwill

Goodwill = recognized a8 an intangible asset with indefinite useful e

assets such as goodwill

For non-depreciable impairment '€StS are per-

formed annually as Well as « there gre indications of jmpairments during
the ycar by calculating the @Ssets | .cquen, Vvalue. « the calculated recov-
ery Value . less than the carrying value the assets recovery Value =
impaired.

Volvos measurement model .- based on a discounted cash-flow model

with

genera Mg unj

--casn- NG,
ements are based

The

€St estimation of

operations development.

estimation forecasts of the markets growth 2 to 4%0in reia-

long-term

tion to the performance of VoIVOs gperations. In the model Volvo =

time. easurements

fiati
fact calct

ed
d  the carrying ount

expected to maintain stable capital efficiency over

to

e value of VoIvos operations €X

business greas which

of goodwill for an = why no impairment Was

nized

being subjected '© reasonable ,oientiar changes to the assumptions

neg y adjusted by one basis

p-ntage t on an individual

whereof no gdjustment Would have surr pact t© require impairment
for t ajority of the carrying nt.
the g plus Values  difr tween
ac S - - nges
erefore Volvo continu
as Whose overvalue

d impairm

on the cost of the

Depreciation| straight-lind
assets adjud
which

ful  lives.

Depre
belongs. Impairment €Sts for depreciable assets are performed " there

are indications ©f impairment 2t the balance sheet date

Depreciation/amortization periods

Trademarks 20 years
Distribution networks o years
Product and software development 3 108 ¢
Aircraft engine projects 35 years

The depreciation/amortization
from 20 ,, 35 & as of 2010.

perioa fOr aircraft engine projects was changed

year:

SOURCES CF EST  Tt. JiICErraITY

Impairment ofgoodwill and Other j i, hgiple assets
i assets other than are amortized and depreciated over
Intangible goodwill

their useful lves. Useful lives are based on estimates of the period

which the assets will generate revenue. if ac the date of the financial

statements any indication exists that an intangible Non-current asset has

been impairea the recoverable amount or the asset .= calculated. The

recoverable amount . the higher of the assets Nt __ g price 2anNd u=

value in yse estimated With reference to managements projections of

future cash flows. « the recoverable amount of the asset = less than the

carrying amount an impairment loss = recognized and the  carrying

amount or the asset '= reduced to the recoverable amount. Determination

of the recoverable amount based of

upon ents projections

tain other
annual basis or More frequently * required through calculation  of the
value of the asset. Such an jmpairment review wil require management '©
determine the fair value of Volvos cash gene units On the basis of
rnal business pl

Usi N

sitivy > chang assumptions

Similar

as performed impairment

fté irment 10SSe€s was required for the period 2002 unti 2011.
Volvo has also tested whether a surplus value would un  exist (a I



Intangible assets acquisition

Balance-sheet amount 2009

Capital expenditures3

Sales/scrapping

Acquired 8 divested operations

Translation differences

Reclassifications and others

Balance-sheet amount 2010

Capital expenditures3
Sales/scrapping

Acquired and divested ,q ations

Translation differences

costs
Entrance fees

Goodwill industrial

programs
23827 3833

- 15
- o
— =70 T — o
847 49

26

22936 3800

- 109
- 484

— 967 o

Capitalized product

and software

development
25148
3255
156
o
400
4

27851

4238
657
4

e rEReclassi fj C eiﬁ on™

Balance-sheet amount 2011

Accumulated depreciation
and amortization

Balance-sheet amount 2009

Depreciation and amortizations

Sales/scrapping

Acquired and divested ¢ qtions

Translation differences

Reclassifications and other

Balance-sheet amount 2010

Depreciation and amortizations
Sales/scrapping

Acquired and divested operations
Translation differences

to assets held

Reclassified

Reclassifications and other

Balance-sheet amount 2011

Net Vvalue

Net value

Includes on the date of IFRS adoption

Other intangible aSSets mainly consist

Ineludes borrowing

Costs less accumulated depreciation

74 7.

capitalized

o N N

Of which impairments

Business Area

Goodwill per

Volvo Trucks
Trucks Asia

North American Trucks
Construction Equipment
Buses

Other business greas
value

Total goodwill

in balance sheet 20104

in balance sheet 20114

23899
Entrance fees
Goodwill industrial programs
- 1762
- 59
¢}
o
- o
- 1820
- 76
- 265
- ¢}
- ¢}
for sale 1596
- 33
22936 1980
23899 191
costs of 14184 and accumulated amortization of 3863.
of trademarks and distribution networks.
costs of 112 25
amortization and jmpairments.
2011 2010
3975 3913
....2230-- 22419
6269 6041
1354 1334
7764 7806
1169 1174
1138 419
23899 22936

29902

Capitalized Product
and software

development
13739
2857
45
o
285
5

16271
2788

406

312
570

18396

11580
11506

Other jntangible

assets2

6719
54
79
0
138
57
6889

122
323

32
60
54
6650

Other jntangible

assets2

2398
389
78
0
84

46

2671

383
322

33
24

2739

4218
3911

Total intangible

assets
59527
3324

235

70

1158

88
61476

4469
1464
963
672
5496
55
60675

Total intangible
assets

17899

3305
123

o

370

51

20762

3247
993
o

345
2190
3

21168

40714
39507
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TANGIBLE ASSETS
NOTE

JOt ACCOUNTING POUCIE

- -

Volvo gpplies the cost method measure

costs are included in th valud

uisition

. take more than 12 MONths t get ready for their iNtended use or sale

so called qualifying assets.

-
obtain-ren
'- i appreciagg in vaue. & st
e

performed by the  Groups R

properties " COmMp: 1o ifs;

d and
ates
assets will generate revenue.
basis based on the cost
Depreciation = applied °" & straight-line

- ri s
ci ecjiiynizefll "y pe
Impairment '© r dePreci

formed « there are indications ©f impairment at th€

Tangible assets acquisition costs

Buildings

Balance-sheet amount 2009 31859
Capital expenditures 617
Sales/scrapping 472
Acquired and divested  operations o
Translation differences 912
Reclassifications and other 466
Balance-sheet amount 2010 31558
Capital expenditures 548
Sales/scrapping 299
equtred-and divested opefatiens 36
Translation differences 373
Reclassified-lo assets held fog ale
Reclassifications and other 619
Balance-sheet amount 2011 32129

POy
enl
fs

e d
cf i
as! A

Bfance-sheet

Land and

lana
improve-
ments

12641

50
138
12567

266
88

10
411

49y .

141

13258

of th

< —

Impairment

use-

per-

date. of internal

i

Depreciation/amort zalion periods

Land

improvements

at the date of the financial stat

estimates or future

regarding Such cash

Machinery
and  equip-

ment3
68851
3806
1730

o

1308

895
70514

3947

1969
64

889
C415%Q

1897

70756

Construction  in

progress  including
advance  payments

4578
2446

%

o

148
1160
5709

3455

33

57

2622
6452

invest|

of tangible assets

" RN <"

value in ys

projections ©f future cash f

. less than th
ou g — e re

X ti e villble m
h

projections fl s c

fun

lease:

t pro s

impaired

carrying @amount an impairment

business plans ©OF forecasts. While

cash flows are reasonable

Total investment
property property
plant and  equipment
117929
6988
2314
o
2318
63
120348

8216
2356

_— 1to
1640

5398

35

122595

flows could aterialy affect valuations.

Assets
under

operating
leases
31993
4893
5459
223
2843
288

29095

7414
4786
L503
122
131
652
32565

loss s

to coverable
se
er:

B0ement believes

different

indication that

sset

ts

T the

recognized

e W use

that

assumptions

Total
tangible
assets

149922
11881
7773

223
5161
351

149443

15630
7142
1613
1762
5529
617
155160



Accumulated depreciation and Land and Construction Assets

amortization land Machinery progress inelud- Total investment under Total
[a—— and ing advance property property operating tangible

Buildings ments equipment3 payments plant and equipment leases assets

Balance-sheet amount 2009 14780 1042 46827 - 62649 11605 74254
Depreciation and amortization4 1207 o8 4772 - 6077 4410 10487
Sales/scrapping 224 22 1549 - 1795 3082 4877
Acquired and divested operations o] o o - o 55 55
Translation differences 192 20 691 - 903 1142 2045
Reclassifications and Other 4 32 114 - 78 2288 2210
Balance-sheet amount 2010 15567 1066 49473 - 66106 9448 75554

and amortization4 1191 7 4856 6124 4621

Depreciation

260 9 1647 - 1916 2407 4323
a and divested operations (o] o] 18 - 18 o 18
Translation differences 338 20 819 - 1177 20 1197
Reclassified to assets held for sale 496 23 2980 - 3499 94 3593
24 a 101 81 2945 2864

Sales/scrapping

Acquire

Reclassifications and other

Balance-sheet amount 2011 16316 1135 50604 - 68055 8643 76698
Net value in balance sheet 20102.5 15991 11501 21041 5709 54242 19647 73889
Net value in balance sheet 20112.5 15813 12123 20152 6452 54540 23922 78462

Includes capitatized  borrowing costs of 83 67.
Acquisition c€osts less accumulated depreciation ~amortization and write-downs.

Machinery and equipment pertains Mainly t© production related assets.
Of which write-down 28 26

O M W N

Of which investment 883 948 and property piant 29 equipment 53657 153294.

property

Reclassifications and other majnly CONSiSt or assets under operating relate to construction " progress WNiCh are reciassiica t© (e respective
leases related to jaga SIS transactions Where revenue = deferred and category WIthin L onery plant and equipment.
accouny for as operating lease revenue. ASSets classified as inventory

recognition

92 a

of inve:

ses When t
arter the lea expe ures

ated g on w742 7

nder operati during

but t 2011. The estimated fair value of investment properties Was SEK 2.5 bition

leases to inventory. When 5 buy-back agreement has expired

. o )
related product 'S MOt returned the cost and the accumulated deprecia- 1.8 at year-end. 91% of the investment o o nqries Were leased °Ut auring
on are roversed n reciasemcation AN other Within the nne item assets  the yeo. 89. Net income for the o, Was affected py 235 223w rena
under operating leases. Most reclassifications  within tangible 2SSets income from investment properties and 53 63 in direct costs.
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LEASING
NOTE

Volvo gs 5 lessee
ini fees
Ml ACCOUNTING POLICIES At December 31 2011 future rental payments MiNiMumM leasing
related to non-cancellable leases amounted t© 3799 3916.
Volvo gs the lessor Future rental payments are distributed as follows
and financial

Leasing contracts are defined in two categories operational

leases depending ©n the contracts financial implications. Operational Finance Operating
. leases leases
leasing contracts are recognized as non-current assets in Assets under
operational leases. Income from o ational leasing = recognized equally 2012 459 834
distributed over the |easin a. Straight-line depreciation = applied t°
9 perie 2013-2016 360 1660
these assets in accordance  with the terms of the undertaking and the 63 423
) N 2017 or iater
deprecation @MOUNt = adjusted '© correspond to the estimated reatizabie
© ! Total 882 2917
value when the yndertakin® oxpires. ASsessed  ingpaifhents 2'€ charged
(ec%a @ Ie —jf d eala @ r]
Rental amounted to.
of e yndefffaking reviewed™ continuously n aMbasi expenses
Financial |easing agreements are recognized as either non-current or
current receivables in the customer finance operations. Payments from 2011 2010

, . istri interest income and
financial |easing Contracts are distributed between

Finance leases

rents 12 8

amortization of the receivable in the customer finance gperations.
Contingent

leases

rents 20 20

Volvo  as the lessee Operating

Volvo evaluates  |easing contracts in accordance with IAS 17 Leases. in Contingent

those cases in Which risks and rewards that are related t© ownership are Rental payments 1035
i i 6
substantially €9 by Volvo so-called financial |eases VoIVO recognizes Sublease payments 5
the asset and related opligation " the balance sheet ac the lower of the Total 1062 945
leased assets rair value or the o o value or minimum I€ase payments.
Future leasing ¢ COMMItMents are recognized as obligations. The lease Carrying AMOUNt of assets subject 1© fnancial leases
asset depreciated in accordance With Volvos policy for the respective
non-current asset. The lease payments When made are allocated between
2011 2010
amortization and interest expenses. " the |easing Sontract .- considered
to be a so-called operational lease lease payments are charged '© prorit Costs
or loss over the lease contract period. B uitgi n 92 124
as
69
Land and land improvements 53
Machinery and e ui ment 1901 1863
Volvo as the lessor Y 338
B " Assets under operating '€2s€ 194
At December 31 2011 future rental incOmMe from non-cancellable finan-
ini 50704 Total 2240 2394
cial and operational '€ases MINIMUM easing fees amounted

i i= distributed as follows
45530. Future rental income Accumulated gepreciation

Buildings 30 41

Finance i
Operating Land and land improvements
leases leases 1231 1174
Machinery 2"d equipment
2012 12562 4111 Assets under operating '€25€ 68 81
2013-20.16 24227 8447 Total 1329 1296
2017 or 1ater 604 753
carrying amount in the balance sheet
Total 37393 13311 o oa
Buildings
Attowarrce-féruncoflectibte  future-reryta s o0
i 414 Land and land improvements
income
Machi and i " 670 689
rent_Ln  Qme 3100 achinery equipmen oy -y L )
Assets ynderop eravy_y lease — V7.
Present value of future rental income related -
911
to Non-cancellable leases 33879 Total

Refer to assets leased py, Volvo as financial lease WhiCh are later leased to

customers as operating lease.
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CUSTOMER-FINANCING RECEIVABLES
MOTE

Non-current and current receivables  recognized  VOIvos customer Current customer-financing receivables

financing operations.

Allocation of current

customedssidnancing 2011 2010
Installment credits 11079 11988
Credit loss reserves Financial i 11425 10860
leasing
The establishment of credit loss reserves on customer-financing receivables Dealer financing 13820 12598
- dependent ©on SSHMALES inciuding assumptions regarding  past dUES repos- Other receivables 1757 1217
session rates and the rate on the underlyi collaterals. At December
recovery derlying Total 38081 36663
31 2011 the total credit loss reserves in the Customer Finance segment
amounted to 1.33 %0 1.69 or the total credit porronio ™ e segment. )
The effective interest rate for current customer-financing 'eceivables Was

6.44% as 2011.
Refer to NOE 4 for » goscription of the credit risk and Note 30 for further per December 31
information regarding Customer-financing receivables.
Credit risk in the customer-financing operations

Non-current customer-financing receivables Customer-financing receivables 2011 2010
Customer-financing 'eceivables gross 79849 74013
Allocation of non-current customer- Valuation allowance for doubtful
financing receivables 2011 2010 customer-financing 'eceivables 1150 1325
Whereof i 374 530
Installment credits 17457 15673 €O specinic  reserve
- o Whereof other 776 795
Financial jeasing 22454 19 620 reserve
T 74 —fi i i t 72688
Other receivables 707 732 Customer-financing receivables ne 78699
Total 40618 36025
The effective interest rate for Nnon-current customer-financing 'eceivables
was 6.98 %0 as per December 31 2011.
Non-current customer-financing
receivables maturities
2012 2013 2014 2015 2016 or later
17408 13815 g1y 2512 702
Customer financing receivables 2011 2010
dayss MSEK payments due Not due 1-30 31-90 90 Total Not due 1-30 31-90 90 Total
Overdue amount - 391 230 648 1269 - 490 405 805 1700
Valuation allowance for doubtful customer
fihancing receivables ag —1.7 30 S30
Customer financing feceivables
net book value 99 328 190 476 895 91 434 331 497 1170

The table above presents ©verdue payments Within the customer financing operations i relation @ specific reserves. i not unusual for & receivable
interval of one to 30 days.

to be settled a couple ©f days after "= due date which impacts the age
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Change of valuation allowances for doubt-

ful customer-financing receivables 2011 2010
Balance sheet December 31 . cceding year 1325 1513
New valuation allowance charged to INcome 910 1586
Reversal  of valuation allowance charged to
income 250 207
Utilization of val on allowarme related to
actual losses 821 1451
Translation differences 14 116
Balance sheet December 31 1150 1325

B 2011
Customer financing receivables total
exposure Not due 1-30 31-90
Customer financing receivables 70085 6828 1971
Concentration of credit risk
Customer concentration
The ten |argest customers in Customer Finance account for 5.6 % s.8
of the total asset The rest orthe ' pertinent '© @ large

portfolio. portfolio

number of customers. This way the credit risk = spread across both many
markets and gmong many Sustomers.
Concentration market

by geographical

The adjacent table shows the concentration of the customer-financing

portfotio dVided into go o0 anpica markets.

Read more about Volvos oyerriding of risks

description Group credit

i Note 4 Financial-risk management.

Read more about volvo Financial Services trend during the year on
page 66.
RECEIVABLES
NOTE

you OE u a-3-1sit . E-1 rAN .

Credit loss reserves
The establishment of credit loss provisions for account receivables .
entered a5 soon as « = probable that a credit loss has incurred. A credit
loss has incurrent when there has been an €vent that has triggered the
customels_n_abilitto ., At December 31 2011 the total credit loss
reserves for account receivables amounted tw 2.57% 2.87 of total
account receivables. Refer to Note 4 for a gescription ©f the credit risk

The total contractual amount to which the overdue

presented in the table below. In order to provide

identified customer-financing receivables overdue there are

payments pertain are
for occurred but not yeor

additional

reserves of 776 795, The remaining exposure = secured py liens on the

purchased equipment and n certain circumstances other credit
enhancements such as personal guarantees ©<'Sdit insurance liens on
other property owned py the borrower etc
Collateral taken in possession that Meet the recognition criteria
amounted w 412 594 ac December 31 2011.
2010
90 Total Not due 1-30 31-90 90 Total
965 79849 63153 6425 2369 2066 74013
Geographic market percentage of
. R o)
customer-financing portfolio Y0.
Pl Europe 45.9%
North America 269%
Asia 12.3%
6jJ Other markets. 14.9%
f
Non-current receivables
2011 2010
Other interest-bearing '02Ns to external parties o8 20.411
Other interest-bearing financial receivables 596 562
Other financial receivables 2131 1741
OTtter receivables 2184 1676
Total 5009 4184
_.Yofnanycurrent-receivabfes- - 528 Lertains a- inapcia-Gns rumen

Refer to Notes 4 and 30 for financial instruments

financial risk and financial instruments.

governing

as well as goais and

policies



Current receivables

2011 2010
Loans to external parties . 11
Other ; terest-bearing financial receivables 666 331
Accounts receivable 27699 24433
Prepaid expenses and accrued income 2761 3043
VAT receivables 3387 2662
Other financial receivables 1746 1715
Other receivables 5932 4436
Total after deduction of valuation

allowances for doubtful accounts

receivable 42191 36633

Of current  receivanies 30133 26490
to Notes 4 and 30 for financial instruments and goais and

pertains t© financial instruments. Refer
policies n financial

risk management.

AJde analysis of portfolio value 2011
- Accounts receivable

Not Due 1-30 31-90
Accounts receivable gross 26152 1102 465
Provision for doubtful accounts receivable 155 30 57
Accounts receivable net 25997 1073 408

INVENTORIES

I

NOTE

POLICY

MACCOUNTING

Inventories

Inventories are recognized at the |ower ©f cost and net realizable value.

The cost = established first-out mMethod FIFQO and =

using e first-in

based on the standard cost method including COStS for an direct manu-

facturing expenses 2and the atributable share of capacity and other

costs. The standard costs gre tested and

manufacturing-related regularly

adjustments are made based on current conditions. Costs for research

and development  selling administration and financial expenses are not

included. Net realizable value = calculated as the __ ... nrce 'ess costs

attributable 5 the sale

Credit risks in accounts receivable

Qube-fu

2011 2010
Balance gheet December 371 preceding year 721 1301

New valuation allowance charged to income 175 187
Reversal of valuation  allowance pargeq

to jncome 126 609
Utilization of valuation allowance  related

to actual losses 100 86
Acquired and divested operations 33 1
Translation differences 5 44
Reclassifications  ete. 24 28
Balance sheet December 31 731 721

Refer to NOIE 4 for more information regarding VOIVOS financial riske

Refer to NOte 15 for more information regarding credit risk in customer

financing receivables

2010
90 Total Not Due 1-30 31-90 90 Total
711 28430 23324 799 391 640 25154

490 731 205 26 26 464 721
221 27699 23119 773 365 176 24433

2011 2010

Finished products 28985 24572

Production materials etc. 15614 15265

Total 44599 39837

Inventories  recognized as cost of sold i during M€ period

amounted o 219946 170723.

Increase decrease '» allowance for

inventory Obsolescence 2011 2010

Balance sheet December 31 preceding  year 3382 4101

Increase in allowance  for nianiory

obsolescence charged to income 213 79

Scrapping

64439j

-1 0--Inventory

Fair value = adjusted bythe estimated value depletion of outdated articles

over-stocking physical damages inventory lead-times handling and other

solling COStS. u the fair value .= lower than cost a valuation allowance i

established for inventory Obsolescence. The total of

inventory value net

inventory Obsolescence allowance was SEK 44599 39837 vbition at

December 371 2011.



