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CORPORATE GOVERNANCE REPORT 2012 D CORPORATE GOVERNANCE

Auditors report on theCorpo-rateGovernance Report

identify
and communicate shortcomings and compliance with the Groups financial direc- To the annual meeting of the shareholders in AB

areas of improvement in the processes for tives and
policies

found in FPP The Volvo Volvo corporate identity number 556012-5790

financial reporting. Way and the Groups Code of Conduct.

It is the Board of Directors who is responsible for

Follow-up 2. Process controls at transaction level Pro- the Corporate Governance Report for the year

Ongoing responsibility for follow-up rests with cesses related to the financial reporting 2012 on pages 74-88 and that it
has beenprepa-the

Groups financial reporting function. In addi- are evaluated by testing procedures/con- red in accordance with the Annual Accounts Act.

tion the Corporate Audit and the Internal Con- trols based on a framework for internal We have read the corporate governance report

trol functions conduct review and follow-up control over financial reporting Volvo and based on that reading and our knowledge of

activities in accordance with what is described Internal Control Standards VICS. The the company and the group we believe that we

in the introduction of this report.
More

specifi-
framework focuses on the financial have a sufficient basis for our opinions. This

cally the Internal Control function runs and reporting areas deemed to have a relatively
means that our statutory examination of the

coordinates evaluation activities through the higher risk for potential errors due to factors Corporate Governance Report is different and

Volvo Group Internal Control Programme with such as complex accounting principles substantially less in scope than an auditcon-the
purpose of systematically evaluating the complex or changed business operations. ducted in accordance with InternationalStan-quality

of the internal control over financial dards on Auditing and generally acceptedaudi-reporting
on an annual basis. An annual evalua- 3. General IT controls Processes for mainte- ting

standards in Sweden.

tion plan is established and presented to the nance development and access manage- In our opinion the Corporate Governance

Audit Committee. This evaluation program com- ment of financial applications are evaluated Report has been prepared and its statutory

prises three main areas by testing procedures and controls. content is consistent with the annual accounts

and the consolidated accounts.

1. Group-wide controls Self-assessment pro- The results of the evaluation activities are reported

cedure carried out by management teams to Group management and the Audit Committee. Gothenburg February 21 2013

at business area Group Function and com
PricewaterhouseCoopers AB

pany levels. The main areas evaluated are Gothenburg February 21 2013

Peter Clemedtson Johan Rippe

Volvo publ Authorized Public Authorized Public

Accountant Accountant

Lead Partner Partner

The Board of Directors
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FINANCIAL INFORMATION 2012

FINANCIAL PERFORMANCE

Lower earnings

For the Volvo Group 2012 was characterized by a strong first half of the. year and a weaker second half

forwhich resulted in iWC sales an declinin operating income compared to 2011. HovveZýe2 net salesfhe
year were above s.EK 300 billion and operating income amounted to SEK 17.6 billion.

INCOME STATEMENTS VOLVO GROUP

Industrial operations Customer Finance Eliminations Volvo Group

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Net sales Note 67 296031 303589 9783 8883 2167 2104 303647 310367

Cost of sales 231216 233097 6036 5693 2167 2104 1 235085 236685

Gross income 64815 70492 3.747 3190 0 0 68562 73682

Research and development expenses Note 6 14794 13276 0 0 0 0 14794 13276

Selling expenses 26582 25181 1666 1618 0 0 28248 26799

Administrative expenses 5639 4753 30 0 0 0 5669 4753

Other operating income and expenses Note 8 1600 1045 559 603 0 0 2160 1649

Income from investments in associated

companies Note 56 23 82 0 0 0 0 23 81
Income from other investments Note 5 46 225 0 0 0 0 47 225

Operating income 16130 25930 1492 969 0 0 17622 26899

Interest income and similarcredits 510 644 0 0 0 37 510 608

Interest expenses and similar charges 2476 2912 0 0 0 37 2476 2875

Other financial income and expenses Note 9 301 297 0 0 0 0 301 297

Income after financial items 13863 23959 1492 969 0 0 15355 24929

Income taxes Note 10 3663 6490 434 323 0 0 4097 6814

Income for the period 10200 17496 1058 646 0 0 11258 18115

Attributable to

Equity
holders of the parent company 11039 17751

Minority interests Note 11 219 364

11258 18115

Basic earnings per share SEK Note 19 5.44 8.76

Diluted earnings per share SEK Note 19 5.44 8.75

OTHER COMPREHENSIVE INCOME

SEK M 2012 2011

Income for the period 11258 18115

Translation differences on foreign operations 3916 980

Translation differences on hedge instruments of net investment in
foreign operations

0 3
Accumulated translation difference reversed to income 118 30

Available-for-sale investments 4 39

Change in cash flow hedge reserve Note 19 8 144

Other comprehensive income net of Income taxes 4030 118

Total comprehensive income for the period 7228 16997

Attributable to

Equity holders of the Parent Company 7092 16681

Minority interests 136 316

7228 16997
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The Volvo Group

Net sales Net financial items Income taxes

Net sales for the Volvo Group decreased by 2% Net interest expense amounted to 1966 com- The tax expense for the year amounted to

to 303647 in 2012 compared with 310367 in pared with 2267 in the preceding year. 4097 6814 corresponding to a tax rate of

the preceding year. During the year market valuation of deriva- 27% 27.

tives mainly used for eliminating interestexpo-Operatingincome sure in the customer financing portfolio had a Income for the period and earnings

Volvo Groups operating income amounted to positive effect on Other financial income and per share

17622 26899. expenses of 7. During 2011 the impact was The income for the period amounted to 11258

Operating income for the Industrial Operations positive 544. 18115 corresponding to diluted earnings per

decreased to 16130 compared with 25930 in share of SEK 5.44 8.75. The return onshare-the
preceding year. The Customer Finance oper- holders equity was 12.9% 23.1.

ations operating income rose to 1492 969.

Net sales by business area SEK M 2012 2011 % Operating margin % 2012 2011

Trucks 192283 198920 3 Trucks 5.3 9.2

----- --- ---- ---- -- - -- -- -- -
-----------------------ConstructionEquipment 63558 63500 0 Construction Equipment 9.1 10.7

Buses 20295 21823 7 Buses 0.3 5.1

Volvo Penta 7631 8458 10 Volvo Penta 7.1 9.8

Volvo Aero 5219 6356 18 Volvo Aero 14.7 5.7

Eliminations and other 7045 4532 - Industrial Operations 5.4 8.5

Industrial Operations 296031 303589 2 Volvo Group 5.8 8.7

Customer Finance 9783 8882 10__

Reclassifications and eliminations 2167 2104 - Operating income loss by business area SEK M 2012 2011

Volvo Group 303647 310367 2 Trucks 10216 18227

1 Adjusted for acquired and divested units and changes in currency rates net sales
Construction Equipment- 5773 6812

decreased by 2%. Buses 51 1114

Volvo Penta 541 825

Volvo Aero 767 360

Net sales SEK bn
Eliminations and other 1217 1408

Industrial Operations 16130 25930

Customer Finance 1492 969

Volvo Group 17622 26899
M ýý.-rte

IS
Change in operating income Change

excludir g Currency

SEK bn currency impact Total

Operating income 2011 26.9

08 09 10 11 12 Change in
gross

income Industrial operations 7.0 1.3 5.7

304 218 265 310 304 Change in gross income Customer financing 0.6 0 0.6

Higher capitalization of development cost 1.2 0.1 1.1

Higher research and development

Operating income SEK M expenditures 2.7 0.1 2.6

Higher selling-a-nd-administrative expeases 2.3 0_____2_3

2011 2012
Restructuring and efficiency programs

s in Japan and Europe 1.6 0 1.6

Profitfrorn the sale of Volvo Aero 6.6 0 0.6 --_

Volvo profit sharing program 0.3 0 0.3

Insurance compensation for damages from

earthquake and Tsunami in Japan in 2011 0.1 0 0.1

r1 Provision for negative outcome
F11

in court ruling related to EPA 01 0 01
Other 0.3 0 0.3

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Operating income 2012 17.6

6522 7648 5774 6955 6239 7335 2927 1121

1

During 2012 gross income was affected by underabsorption of costs amounting

to SEK neg 2.7 billlions and
adjustment

in
warranty provisions amouting to SEK

neg 0.5 billions. Distruptions in the Volvo Groups Japanese operations as a

consequence of earthquake and tsunami affected
gross

income by SEK

neg 0.7 billions during 2011.
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FINANCIAL INFORMATION 2012

Industrial Operations

In 2012 net sales for the Volvo Groups Indus- The lower profitability was the result of Selling expenses increased by 6%. Costs

trial Operations decreased by 2% to 296031 decreased sales low capacity utilization in the associated with the launch of new products

303589. industrial system and restructuring charges increased the expenses.

Compared with 2011 sales increased in during the second half of the
year.

Income was

North America Eastern Europe and in some impacted by restructuring measures amounting Impact of exchange rates on

smaller markets however sales decreased in to 1524 mainly refering to Trucks and to Buses. operating income

Western Europe South America and Asia. In addition increased warranty reserves in The combined effect of changed exchange

Trucks amounted to 500. The divestment of rates had a positive effect on operating income

Lower earnings Volvo Aero had a positive impact of 568. of approximately to SEK 1.3 billion in 2012com-In2012 operating income for the Volvo Groups In 2012 research and development expenses pared with 2011. This is mainly attributable to

Industrial Operations amounted to 16130 com- amounted to 14794 13276. The continued that the USD was strong during most of 2012.

pared to 25930 in the preceding year. The high cost level is a consequence a large number

operating margin for the Industrial Operations of projects related to the introduction of new

amounted to 5.4% 8.5. products in the next few years.

Income Statement industrial Operations SEK M 2012 2011 Net sates by market area SEK M 2012 2011 0/0

Net sales 296031 303589 Western Europe 88325 97925 10

Cost of sales 231216 233097 Eastern Europe 20751 20298 2

Gross income 64815 70492 North America 68297 58253 17

--------- -- - ----- - ---- ----- ---- ------ ----- - -------------------Grossmargin % 21.9 23.2 South America 27970 34013 18

Research and development expenses 14794 13276
Asia 68500 73017 6- - - - ---- - -
Other markets 22188 20083 10

Selling expenses 26582 25181- -- - - - --- Total Industrial Operations 296031 303589 2
Administrative expenses 5639 4753

Other operating income and expenses 1600 1045

Income from investments in associated companies 23 82
Income from other investments 46 225

Operating income loss Industrial Operations 16130 25930

Operating margin % 5.4 8.5

Impact of exchange rates on operating income Operating net flow per currency

Compared with preceding year SEK M Local currency million 2012 2011

Net sales 1904 USD 4421 3970

Cost of sales 610 EUR 158 57- - ------------Researchand development expenses 15 GBP 472 555

Selling and administrative expenses 25 CAD 600 397

Total effect of changes in exchange rates JPY x100 181 218
on operating income 1304

1 The Volvo Group sales are reported at monthly spot rates and the effects of

currency hedges are reported among Cost of sales.

-Research.and-deveEopmentcosts._

Research and

development costs

yt
SEK bn

Research and

development costs

of Industrial

Operations net as

08 09 10 11 12

14.3 13.2 13.0 13.3 14.8

4.9 6.3 5.0 4.4 5.0

92



Customer Finance Operations

Total new financing volume in 2012 amounted to maturity interest rates and currencies in accord- for 2012 amounted to 0.58% 0.93. At the end of

SEK 46.6 billion 44.8. Adjusted for changes in ance with Volvo Group policy. Read more in December 31 2012 credit reserves amounted to

exchange rates new business volume increased Note 15. 1.23% 1.33 of the credit portfolio.

by 5.3% compared to 2011 as a result of increased The operating income for the year amounted to

penetration levels. In total 50994 new vehicles 1492 compared to 969 in the previous year.

and machines 49757 from the Volvo Group were Return on shareholders equity amounted to

financed during the year In the markets where 12.5% 7.3. The equity ratio at the end of the year

financing is offered the average penetration rate amounted to 8.1% 9.1. The improvement inprof-was
27% 25. itability is driven mainly by higher earning assets

As of December 31 2012 the net credit port-
and good margins. During the year credit provision

folio amounted to 99690 94275. The funding expenses amounted to 640 682 while write-offs

of the credit portfolio is matched in terms of of 577 804 were recognized. The write-off ratio

Income Statement Customer Finance SEK M 2012 2011
Key ratios Customer Finance 2012 2011

Finance and lease income 9783 8883 Credit portfolio net SEK M 99690 94275

Finance and lease expenses 6036 5693 Operating income SEK M 1492 969

Gross income 3747 3190
Return on shareholders equity /s 12.5 -7.3

...... -...---- --Total penetration rate % 27 25

Selling and administrative expenses 1696 1618 -- -

Credit provision expenses 640 682
Penetration by business area

Other operating income and expenses 81 78 Volvo CE 7 35

Operating income loss 1492 969 Volvo Trucks 30 27

-- ------------ ---------------- -----------
Renault Trucks 23 19

Income taxes 434 323
Mack Trucks 19 20

Income loss for the period 1058 646 ----- -
- - - Buses 21 15

Return on Equity 12.5 7.3 - - --- -- - ----.
- ý.. - UD Trucks 13 14

1 Share of unit sales financed by Volvo Financial Services in relation to the totalnum-ber
units sold by the Volvo Group in markets where financial services are offered.

r aw.C Jac

T

wr.

s

- arr. - - - -

-WW

r 7i
a k.

e

b ý a

i it s 4g41-ýý 4
f

g7

93



FINANCIAL INFORMATION 2012

FINANCIAL POSITION

Continued strong financial position

Net debt in the Volvo Groups Industrial Operations amounted to SEK 23. billion at I cefnher 31 201.2

equal to 29.3i of shareholders equity. Excluding provisions for post-e.rnploynment benefits the Industrial.

Operations net. debt amounted to SEK 19.0 billion which was equal to 24.3% of shareholders equity.

BALANCE SHEETS VOLVO GROUP - ASSETS

Industrial Operations Customer Finance Eliminations Volvo Group

Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Assets

Non-current assets

Intangible assets Note 12 40267 39385 106 122 - - 40373 39507

Tangible assets Note 13

Property plant and equipment 54145 53563 105 94 - - 54250 53657

Investment-property -
754 883 754 883

--Assets under operating leases 21263 16749 12543 11525 4784 4352 29022 23922

Financial assets

Investments in associated companies Note 5 2045 684 - - - - 2045 684

Other shares and participations Note 5 839 1187 6 3 845 1190

Non-current customer-financing receivables Note 15 600 579 47329 44651 6773 4612 41156 40618

Deferred tax assets Note 10 10406 12480 760 358 - - 11166 12838

Prepaid pensions Note 20 2708 2263 16 14 _-
- 2724 2277

Non-current interest-bearing receivables Note 16 653 757 _- _ 316 63 337 694

Other non-current receivables Note 16 3565 4500 127 50 373 235 3319 4315

Total non-current assets 137245 133030 60992 56817 12246 9262 185991 180585

Current assets

Inventories Note 17 40057 43828 352 771 - 40409 44599

Current receivables

Customer-financing receivables Note 15 797 1123 39946 38050 910 1092 39833 38081

Tax assets 1173 1152 35 48 - - 1208 1200

Interest-bearing receivables Note 16 3038 1461 - 226 464 1020 2574 667

Internal funding 4612 2253 - - 4612 2253 - -

Accounts receivable Note 16 27228 27492 121 207 - - 27349 27699

Other receivables Note 16 11952 13438 2651 1411 2114 1024 12489 13825

Non
interest-bearing

assets held for sale Note 3 - 9344 - - - -
t

- 9344

Interest-bearing assets held for sale Note 3 - 4 - - - - - 4

Marketable securities Note 18 3129 6838 1 24 - 3130 6862

Cash and cash equivalents Note 18 24017 29113 2116 1593 374 327 25759 30379

Total current assets 116003 136046 45222 42330 8474 5717 152751 172659

Total assets 253248 269076 106214 99147 20720 14979 338742 353244

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

The Volvo Groups cash cash equivalents and and an increase in assets under operating lease The value of the inventories decreased by

marketable securities combined amounted to mainly related to the construction equipment SEK 4.2 billion during 2012. The decrease is

SFK 98.9 billion at DP emher__312012 which-_LentaLo e-Eafion. mainly_related to finished products within trucks

includes SEK 0.2 billion not available for use by The Volvo Groups intangible assets amounted and construction equipment.

_the...V 1vo- coup-and_SEK-9 4_billon_.where.other-_tQ_S.EK 4Q4_billi.en_a.s-.of -0eeerýr bar 3_l 2012 The net value of assets and liabilities related to

limitations exist mainly liquid funds in countries Investments in research and development pensions and similar
obligations

amounted to

where exchange controls or other legal
restric- amounted to SEK 5.4 billion in 2012 resulting SEK 4.0 billion as of December 31 2012 a

tions apply.
In addition to this granted but not uti- in a net value of capitalized development costs decrease of SEK 0.4 billion compared to year-end

lized credit facilities amounted to SEK 33.1 billion. of SEK 13.4 billion at the end of the
year.

The 2011. Post-employment benefits valued at SEK

Total assets in the Volvo Group amounted to Volvo Groups total goodwill amounted to SEK 13.9 billion were reported outside the Volvo

SEK 338.7 billion as of December 31 2012 a 23.3 billion as of December 31 2012 an Groups balance sheet. For further information

decrease of SEK 14.5 billion compared to year- decrease by SEK 0.6 billion compared to year- see Note 20.

end 2011. The decrease is mainly a result of end 2011 as a result of translation differences. At year-end the equity ratio in the Industrial

changes in currency rates and the divestment The tangible assets increased by SEK 5.6 bil- Operations was 30.9% and in the Volvo Group

of Volvo Aero which is offset by increased cus- lion during 2012 mainly related to the expansion 25.7%. Equity in the Volvo Group amounted to

tomer financing receivables due to portfolio in the construction equipment rental operation. SEK 86.9 billion at December 31 2012

growth in the Customer Finance Operations
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BALANCE SHEETS VOLVO GROUP - SHAREHOLDERS EQUITY AND LIABILITIES

Industrial Operations Customer Finance Eliminations Volvo Group

Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Equity and liabilities

Equity attributable to the equity holder of the

Parent Company Note 19 77055 75582 8593 8999 - - 85648 84581

Minority interests Note 11 1266 1100 - - 1266 1100

Total equity 78321 76682 8593 8999 0 - 86914 85681

Non-current provisions

Provisions for post-employment benefits Note 20 6663 6635 34 30 6697 6665

Provisions for deferred taxes Note 10 3149 4171 1879 1465 - - 5028 5636

Other
provisions

Note 21 5588 5492 187 154 8 2 5783 5648

Total non-current provisions 15400 16298 2100 1649 8 2 17508 17949

Non-current liabilities Note 22

Bond loans 43092 38192 - - - -
-

43092 38192

Other loans 33356 38848 11630 8974 6553 57 38433 47765

Internal funding-- 33990 35453 34298 33459 308 1994 - -

Other liabilities 13828 12902 742 740 3856 3195 10714 10447

Total non-current liabilities 56286 54489 46670 43173 10717 1258 92239 96404

Current provisions Note 21 10916 9438 50 92 10 1 10976 9531
... ..... ----- - - ----- - - - - - - -

Current liabilities Note 22

Loans 45760 38644 6393 6741 1836 863 50317 44522

Internal funding 33746 24837 38600 35373 4854 10536 -
- -

Non interest-bearing liabilities held for sale Note 3 - 4710 - - - - 4710

Interest
bearing liabilities held for sale Note 3 - 6 - - - 6

Trade payables 47205 56546 159 242 - - 47364 56788
..-------Taxliabilities 807 2220 154 171 - - 653 2391

Other liabilities Note 22 32299 34880 3803 2707 3331 2325 32771 35262

Total current liabilities 92325 112169 48801 45234 10021 13724 131105 143679

Total equity and liabilities 253248 269076 106214 99147 20720 14979 - 338742 353244

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

Change in net financial position Net financial position SEK M Industrial Operations Volvo Group

Industrial Operations SEK bn 2012 2011 Dec 31 Dec 31 Dec 31 Dec 31

Net financial position at the
2012 2011 2012 2011

beginning of period 19.3 24.7 Non-current interest-bearing assets

Cash flow from operating activities 12.4 26.9 Non-current customer-financing

Investments in fixed assets to/from 18.2 14.0 receivables
- - 41156 40618

Disposals 0.9 1.2 Non-current interest-bearing receivables 653 757 337 694

Operating cash-flow 4.9 14.1 Current interest-bearing assets

Customer-financing receivables - - 39833 38081
Investments and divestments of shares 1.2 0.1 - - --- --- -

- - - - -- - - - - -
Interest-bearing receivables 3038 1461 2574 667

Acquired and divested operations net 3.7 3.0 - - -

Capital injections to/from Customer -
Internal funding 4612 2253

Finance Operations 0.9 0.1 Interest-bearing assets held for sale
- 4 - 4

Currency effect 3.6 1.9 Marketable securities 3129 6838 3130 6862

Dividend
paid

to AB Volvo shareholders 6.1 5.1 Cash and bank 24017 29113 25759 30379

--Brvidend pain to mintrrity strareiofde .ý_ Total financiaLassets 35.449 40426 112789 117305n 0
-- .... _..-------------Other0.3 1.5

Non-current interest-bearing liabilities

Totalchange

Net financial position at end of - - -

period 23.0 19.3
Other loans 33356 38848 38 433 47765

r -- r -
-ý- Internal funding 33990 35453 - -

Current interest-bearing liabilities

Loans 45760 38644 50317 44522

Internal funding 33746 24837
Net debt Industrial Operations SEK bn

Interest bearing liabilities held for sale - 6 - 6
2011 2012 Total financial liabilities 54472 55400 131842 130485

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Net financial position excl. post

27.3 28.3 29.6 19.3 21.8 27.5 34.9 23.0 employment benefits 19023 14974 19053 13180
._. _......

Provision for post employment benefits net 3955 4372 3973 4388

a Net financial position incl. post

ý.. employment benefits 22978 19346 23026 17568

-.x xE
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FINANCIAL INFORMATION 2012

CASH-FLOW STATEMENT

Negative operating cash-flow

tiring 202 operating atiir f1o in tc I dustrial Operations amot111t c to a negative SEK 4.8 billion positive 14 11.

CONSOLIDATED CASH-FLOW STATEMENTS
Industrial operations Customer Finance Eliminations Volvo Group Total

SEK M 2012 2011 2012 2011 2012 2011 2012 2011

Operating activities

Operating income 16130 25957 1492 942 0 0 17622 26899

Depreciation tangible assets Note 13 5928 6109 20 15 0 0 5948 6124

Amortization intangible assets Note 12 3168 3227 23 20 0 0 3191 3247

Depreciation leasing vehicles
Note 13 2890 2083 2726 2537 0 1 5616 4621

Other non-cash items Note 29 796 622 565 614 69 26 1430 1262

Total change in working capital whereof 9184 4180 14574 13831 1818 2926 21940 15085

Change in accounts receivable 1227 3094 79 101 0 0 1148 3195

Change in customerfinancing receivables 228 240 14812 14202 1883 3007 12701 1I435

Change in
inventories

627 7099 258 155 0 0 885 7254

Change in trade payables - - _ - 7552 9871 81 107 0 0 7633 9978
Other changes in working capital 1260 3618 18 520 65 81 13433179-Interestand similar items received 527 720 0 - 6 42 533 678

Interest and similar items paid 2825 3391 0 - 75 12 2900 3379

Other financial items 319 184 0 - 0 0 319 184

Income taxes paid 4668 4129 697 384 1 0 5366 4513

Cash flow from operating activities 12443 26834 10445 10087 1817 2923 3815 19670

Investing activities

Investments in tangible assets 9308 8267 29 50 1 27 9338 8290
Investments in intangible assets 5281 4293 19 20 0 0 5300 4313
Investment in leasing vehicles 3566 1422 6496 6044 76 53 9986 7413

Disposals of fixed assets and leasing vehicles 911 1233 2205 2099 6 0 3110 3332

Operating cash flow 4801 14085 14784 14102 1886 3003 i 17699 2986

Investments and divestments of shares net Note 529 1186 119

Apuired and divested operations net Note 329 i 3390 1590

Interest-bearing receivables incl marketable securities 3678 2665

Cash-flow after net investments 11817 3942

Financing activities

Change in loans net Note 29 14075 8734

Dividend to AB Volvo shareholders 6083 5069
Dividend to

minority shareholders 0 2
Other 2 30
Change in cash and cash equivalents excl.

translation differences 3823 7575

Translation difference on cash and cash equivalents 797 162

Change in cash and cash equivalents 4620 7413

as an cas equwa en s egmnmg o year Note 18 X0379--22966-Cashand cash equivalents end of year Note 18 25759 30379
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The cash flow within Industrial Operations was Capital expenditures for Construction Equip- industrial footprint and tooling
related to the

positively affected by the operating income and ment amounted to SEK 1.7 billion 1.9. The product renewals and also needs in order to

negatively affected by the increased working major investments during 2012 continued on deliver on the strategic objectives.

capital. Accounts receivables increased with strategic areas such as excavator assembly

SEK 1.2 billion while inventories decreased plant in Kaluga Russia facilities plant and Acquisitions and divestments

SEK 0.6 billion and the trade payables sales office in Shippensburg US to support In September 2012 AB Volvo increased its

decreased SEK 7.6 billion. the North American markets and the Jinan shareholding in Deutz AG to just over 25%

Financial items and paid income taxes had a Technology center in China handling develop- which had a negative impact on cash flow of

SEK 7.3 billion negative effect on cash flow ment of BRIC machines for both Volvo and SEK 1.1 billion.

within Industrial Operations mainly through SDLG brand. Product related investments dur- In October 2012 the sale of Volvo Aero to the

payments of interests and income tax. ing the year refer to the latest emission regula- British company GKN was finalized. Acquired

Operating cash flowwithin Customer Finance tions in Europe and North America Tier 4 final operations refer mainly to the acquisition of the

was a negative SEK 14.8 billion neg SEK 14.1 and market specific requirements for new mod- French automotive manufacturer Panhard as

billion mainly due to increased customer els in the BRIC countries. well as several minor acquisitions of assets and

financing-receivables.
The investments in Buses were SEK 0.3 billion liabilities in construction equipment rental

0.3 and in Penta SEK 0.2 billion 0.2. For 2011 operations.

Investments Volvo Aero was included with SEK 0.5 billion but Acquired and divested operations 2012 had

The industrial operations investments in fixed is not included in the comparison for 2012 due to a positive impact on cash flow of SEK 3.4 billion

assets and capitalized RD during 2012 reclassification to assets held for sale. negative 1.6.

amounted to SEK 14.6 billion 12.6. Investments in Volvo Rents besides leasing

Capital expenditures in Trucks amounted to assets were SEK 0.6 billion 0.1 during 2012 Financing and dividend

SEK 10.7 billion 8.4. As for previous year the and are mainly referable to delivery vehicles. Net borrowings increased cash and cashequiv-capital
expenditures within Trucks consist to a These are directly

related to the expansion of alents by SEK 14.1 billion during 2012.

large extent of investments related to product fleet and the additional store locations added During the year dividend of SEK 6.1 billion

renewals in the product program including during the
year.

corresponding to SEK 3.00 per share was paid

emission regulations with product development Investments in leasing assets amounted to to the shareholders of AB Volvo.

activities and required adaptations in the plants. SEK 3.6 billion 1.4 the increase from last year

There are also large investments in capacity for is related to the build-up phase that Volvo Rents Change in cash and cash equivalents

cylinder blocks and cylinder heads in Skdvde has been in during 2012 increasing its pres- The Volvo Groups cash and cash equivalents

Sweden and cab paint capacity in Curitiba ence and expanded the fleet through acquisi- decreased by SEK 4.6 billion during the year and

Brazil. During 2012 there were also invest- tions and greenfield investments. amounted to SEK 25.8 billion at December 31

ments in the dealer network and workshops For 2013 the Volvo Group estimate that 2012.

mainly in Europe and Asia mainly Japan and investments in property plant and equipment

Thailand as well as in our joint
venture VE will be more or less on the same level as for

ýý Refer to Note 29 for principles for preparing

the cash flow analysis.

Commercial Vehicles VECV. 2012. The investments will mainly cover the

Operating cash flow Capital expenditures Industrial Operations Self-financing ratio

Industrial Operations SEK bn Industrial Operations 0/6

2011 2012 O1 Property plant
and

equipment SEK bn

Capitalized development

f
costs SEK bn

Capital expenditures

% of net sales

08 09 10 11 12 08 09 10 11 12

1 0.5 7.7 7.1 8.5 9.5
78 16 294 210 72

2.1 2.6 3.2 4.1 5.1

4.3 5.0 4.0 4.1 4.9
Cash-flow from

operating
activities

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
divided by net investments in fixed

4.0 5.2 2.2 10.7 4.9 2.5 7.2 4.7

assets and leasing assets.
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CHANGES IN CONSOLIDATED SHAREHOLDERS EQUITY

Shareholders equity attributable to equity holders of

the Parent Company

Share Other Translation Retained Minority Total

SEK M
capital reserves reserve earnings Total interests

equity

Balance at December 31 2010 2554 115 2271 68170 73110 1011 74121

Income for the period
- - - 17751 17751 364 18115

Other comprehensive income
-

-----------Translationdifferences on foreign operations - - 1062 - 1062 82 980
_._ ...... _.............. ._.......

-- -- -
Translation differences on hedge instruments of net

investments in foreign operations
- - 3 3 3

Accumulated translation differences reversed

to income - - 30 - 30 - 30
......... - -----.._

Available-for-sale investments Note 5 19

Gains/losses at valuation to fair value - 39 - - 39 - 39

Change in cash flow hedge reserve Note 19 - 144 - - 144 - 144

Other comprehensive income for the period
- 105 1095 - 1200 82 1118

Total incorne for the period - 105 1 095 17751 116.55-11 446 16997

Transactions with shareholders

Dividends to shareholders - - - 5069 5069 2 5071

Transactions with minority interests - - - 67 67 - 67
Share based payments Note 27 - - - 57 57 - 57

Changes in
minority interests - - - - - 356 356
-...........

_..-Otherchanges - - - 1 1 1 0
Transactions with shareholders - - - 5080 5080 357 5437

Balance at December 31 2011 2554 10 1176 80841 84581 1100 85681

Income for the period - - - 11039 11039 219 11258

Other comprehensive income

Translation differences on foreign operations 3859 - 3859 57 3916
Translation differences on hedge instruments of net

investments in foreign operations - - - - - - -

Accumulated translation differences reversed

to income - - 118 - 118 - 118

Available-for-sale investments Note 519

Gains/losses at valuation to fair value - 4 - - 4 - 4
..........

.....---Changein cash flow hedge reserve Note 19 - 8 - - 8 - 8

Other comprehensive income for the
period

- 4 3977 - 3973 57 4030

Total income for the period - _ 3-t977-1 11039 7.066 162 7228

Transactions with shareholders

--D v d-e ads tmsharetr

Transactions with minority interests - - - - - - -

90 90 - 90

Changes in minority interests -

Other changes - - - 6 6 4 2
Transactions with shareholders - - - 5999 5999 4 5995

---------- - -

Balance at December 31 2012 2554 14 2801 85881 85648 1266 86914

1 For
specification

of other reserves see Note 19.
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Notes to Financial Statements

Amounts in SEK M unless otherwise specified. The amounts within parentheses refer to the preceding year 2011.

NOTE I ACCOUNTING PRINCIPLES

The consolidated financial statements for AB Volvo and its subsidiaries have oft
been prepared in accordance with International Financial ReportingStand-ardsIFRS issued by the International Accounting Standards Board IASB ftýA How should the Volvo Groups accounting policies be read

Volvo describes the accounting policies in conjunction with each note in

as adopted by the ELI. The portions of IFRS not adopted by the ELI have no

material impact on this report. This Annual Report is prepared in accordance
the aim of providing enhanced understanding of each accounting area.

with IAS 1 Presentation of Financial Statements and with the Swedish Com-
The Volvo Group focuses on describing the accounting choices has been

panies Act. In addition RFR 1 Supplementary Rules for Groups has been
made within the framework of the prevailing IFRS policy

and avoids

applied which is issued by the Swedish Financial Reporting Board. As of
repeating the actual text of the standard unless the Volvo Groupconsid-2005

Volvo has applied International Financial Reporting Standards IFRS
ers it particularly important to the understanding of the notes content.

in its financial statements. In accordance with the IFRS transitions rules in
The following symbols and shows which amounts in the notes

IFRS 1 Volvo applies retrospective application from the IFRS transition date
that can be found in the income statement or balance sheet. Refer to the

at January 1 2004.
table below to see the note in which each accounting policy is listed and

for the relevant and material IFRS standard.

Accounting principle Note IFRS-standard

Non-current assets held for sale and discontinued 3 Acquisitions and divestments of shares in subsidiaries IFRS 5

operations
........ _..... __--. ...... --------- --------Jointventures 5 Shares and participations AS 31

31 Changes in Volvo Group Financial Reporting 2013 IFRS11 IAS28

5 Investment in associated companies and other

Investments in associates shares and participations AS 28

Operating segments 6 Segment reporting IFRS 8

Revenue 7 Income AS 17 AS 18

Shares and participations 5 Investment in associated companies and other AS 28 IAS 32 AS 36 AS 39

shares and participations

Financial income and expenses 9 Other financial income and expenses AS 39

Income taxes 10 Income taxes AS 12

Minority interests 11 Minority interests
- - -

AS 27

Research and development expenditure 12 Intangible assets AS 38

Intangible assets 12 Intangible assets --- AS 36 IAS 38

Tangible assets 13 Tangible assets IAS 16 AS 36 IAS 40

Leasing 14 Leasing AS 17

Customer-financing receivables 15 Customer-financing receivables AS 17 AS 18 AS 39 IFRS 7

Inventories 17 Inventories AS 2

Earnings per share 19 Equity and numer of shares AS 33

Pensions and similar obligations 20 Provisions for post-employment benefits AS 19

1--C-harrges-Ir-Volve-Group-F-iflancýa1 orting-2013 Amendm-erz1stolAS19

Provisions for residual value risks 21 Other provisions
AS 17 AS 18 AS 37

Wa-rfanty-exile es_
- - 2 1ýtkaEr roulsiarýsý _ ___- _ _ ý.. G

IAS_37

Restructuring costs 21 Other provisions
AS 37

Liabilities 22 Liabilities AS 37 AS 39 IFRS 7

Contingent liabilities 24 Contingent liabilities
AS 37

Transactions with related parties 25 Transactions with related parties AS 24

Government grants 26 Government grants AS 20
_ ...

Share-based payments 27 Personnel IFRS 2

Cash-flow statement 29 Cash flow AS 7
- --------- --------Financialinstruments 4 Goals and policies

in financial risk management AS 32 AS 39 IFRS 7

........ _.... - -- _.-..

16 Receivables

18 Marketable securities and liquid funds

30 Financial instruments
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Consolidated financial statements the item is recognized as current or non-current in the balance sheet.

Principles for consolidation
Exchange rate differences on loans and other financial instruments in

The consolidated financial statements have been prepared in accordance
foreign currency which are used to hedge net assets in foreign subsidiaries

with the principles set forth in IAS 27 Consolidated and Separate Financial
and associated companies are offset against translation differences in

Statements. Accordingly intra-group transactions and gains on transac-
the shareholders equity of the respective companies. Exchange-rate

tions with associated companies are eliminated. The consolidated finan-
gains and losses on assets and liabilities in foreign currencies both on

payments during the year and on measurements at year-end impact profit

cial statements comprise the Parent Company subsidiaries joint
ventures

or loss in the year in which they are incurred. The more important exchange
and associated companies.

rates applied are shown in the table.

- Subsidiaries are defined as companies in which the Volvo Group holds

more than 50% of the voting rights or in which Volvo Group otherwise

has a controlling interest.
Closing rate

Exchange rates Average rate as of Dec 31

- Joint ventures are companies over which Volvo Group has joint control

together with one or more external parties. Up and until December 31
Country Currency 2012 2011 2012 2011

2012
joint

ventures are recognized using the proportionate method of
Brazil BRL 3.4837 3.8850 3.1885 3.7109

consolidation.
Euro Zone EUR 8.7145 9.0430 8.6259 8.9540

- Associated companies are companies in which Volvo Group has a sig-
---- -- - - - - - - -

nificant influence which is normally when Volvo Groups holding of
Japan _ JPY 0_0851 0.0817 0.0757 0.0892

shares correspond to at least 20% but less than 50% of the voting
Canada _ -CAD _

6.7827 6.5694 _ 6_5536 6.7808

rights. Holdings in associated companies are recognized in accordance
China CNY 1.0738 1.0057 1.0456 1.0998

with the equity method.
Great Britain GBP 10.7402 10.4179 10.4977 10.6831

South Korea KRW 0.0060 0.0059 0.0061 0.0060

Translation to Swedish kronor when consolidating companies using United States USD 6.7767 6.4982 6.5169 6.9247

foreign currencies

AB Volvos functional currency is the Swedish krona SEK. The functional New accounting principles for 2012

currency of each Volvo Group company is determined based on the pri- None of the new accounting principles or interpretations effective from

mary economic environment in which it operates. The primary economic January 1 2012 has had any significant impact on the Volvo Groups

environment is normally the one in which the company primarily generates financial statements.

and expends cash. In most cases the functional currency is the currency New disclosure requirements in accordance with the amendement of

of the country where the company is located. AB Volvos and the Volvo IFRS 7 Disclosures - Transfers of Financial Assets are presented in note 30.

Groups presentation currency is SEK. In preparing the consolidated The Swedish Financial Reporting Board has published an amendment

financial statements all items in the income statements of foreign sub- in RFR 2 regarding group contribution which is effective for the annual

sidiaries and joint ventures except for subsidiaries in hyperinflationary period beginning January 1 2013. This amendment has been early

economies are translated to SEK at monthly exchange rates. All balance- adopted by the parent company in 2012. AB Volvo applies the alternative

sheet items are translated at exchange rates at the respective year-ends rule and group contributions are recognized as allocations in the income

closing rate. The differences in consolidated shareholders equity arising statement. Previously group contributions were recognized as income

from variations between closing rates for the current and preceding year from investments in group companies. The comparative numbers in the

are charged or credited to other comprehensive income as a separate 2011 income statement for the parent company have been adjusted.

component. Other amendments in RFR 2 effective from January 1 2012 have not

The accumulated translation difference related to a certain subsidiary had any significant impact on the parent companys financial statements.

joint venture or associated company is reversed to the profit or lossstate-ment
as a part of the gain/loss arising from the divestment or liquidation

New accounting principles for 2013 and later

of such a company.
When preparing the consolidated financial statements as of December

31 2012 a number of standards and interpretations has been published

Receivables and liabilities in foreign currency but has not yet become effective. See note 31 for information related to

Receivables and liabilities in foreign currency are measured at closing Amendment to IAS 19 Employee benefits and IFRS 11 JointArrange-rates.
Translation differences on operating assets and liabilities are rec- ments and restated income statement and balance sheet for 2012 in

ognized in operating income while translation differences arising in finan- accordance with the two above mentioned standards.

cial assets and liabilities are charged to other financial income and

expenses. Financial assets and liabilities are defined as items included in Read more in Note 31 regarding changes in the financial reporting as from

the net financial position of the Volvo Group see Definitions at the end of January 1 2013.

this report. Derivative financial instruments used for hedging of exchange

and interest risks are recognized at fair value. Gains on exchange rates The following is an assessment of the effect that the implementation of

a-r -recagnizedas-receivables-an dosses---on exchanger-ates-are-reeog-.____ other--new--staadaf s-and -stater ents eoulidstave-4n th .ýloJv coups-_-nizedas liabilities. Depending on the lifetime of the financial instrument financial statements.
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IFRS 10 Consolidated Financial Statements IFRS 11 Joint Arrangements 3 Read more in note 31 regarding recognition
of Joint Ventures as from

and IFRS 12 Disclosures of Interests in Other Entities
January 1 2013.

Volvo Group will apply IFRS 10 Consolidated Financial Statement IFRS 11

Joint Arrangements and IFRS 12 Disclosures of Interests in Other entities in

IFRS 13 Fair Value Measurement

advance as from January 1 2013. Comparative periods 2012 are restated.
IFRS 13 establishes a single source of guidance for fair valuemeasure-IFRS

10 replaces the consolidation instructions in AS 27 Consolidated and
ment and disclosures of fair value measurements. IFRS 13 does not

Separate Financial Statements and SIC -12 Consolidation - Special Purpose
change the requirement regarding which items should be measured or

Entities and introduce one basis for consolidation that is control. If the follow-
disclosed at fair value. The standard is to be applied prospectively and

ing
three criterias are fulfilled control is obtained i power of the investee ii comparative disclosures is not required. IFRS 13 requires us to take into

exposure or rights to variable returns from its involvement with the investee
account factors that are specific

to the transations and to the asset orlia-and
iii the ability to use power over the investee to affect the amount of the bility.

In many cases the transaction price will equal the fair value.

return. IFRS 10 is not considered to have any significant impact on the con-
The scope of IFRS 13 applies to all transactions and balances financial

solidation of other companies of which the Volvo Group has ownership or is
or non-financial for which IFRSs require or permit fairvalue measurements

involved.
except for share-based payment transactions and leasing transactions.

FRS 13 is effective from January 1 2013. The standard is not considered

g Refer to note 31 for further information related to IFRS 11 Joint Arrangements.
to have a material effect on Volvo Group.

IFRS 12 Disclosure of Interests in Other Entities
IFRS 9 Financial instruments

Disclosure of Interests in Other Entities requires more detailed disclosures on
IFRS 9 is published in three parts Classification and MeasurementImpair-subsidiaries

joint arrangements associates and any unconsolidated struc-
ment and Hedge Accounting which will replace the current IAS 39 with

tured entities in which the company is involved. The disclosures in the annual application not earlier than January 1 2015. Prior application is voluntary

report will to some extent increase due to IFRS 12.
subject to EU approval. Volvo Group is currently conducting a review of how

the implementation of IFRS 9 will impact the Volvo Group. A
joint position

IAS 27 Separate Financial Statements revised 2011
will be taken in conjunction with the final version of all three components

IAS 27 has been amended for the issuance of IFRS 10 but retains the of the project being published.

current guidance for separate financial statements. The amendments in
Other new standards and amendments are not considered to have a

IAS 27 are effective from January 1 2013 but are not considered to have
material impact on the Volvo Groups financial statements.

any material effect on the Volvo Group.

IAS 28 Investments in Associates and Joint Ventures revised 2011
This standard has not been adopted by the EU when this Annual Report was

In connection with the issuance of IFRS 10 and IFRS 11 consequential
published. The date listed for application may thus be subject to change due

amendments have been made in IAS 28. The amendments in IAS 28 are
to decisions made during the EU approval process.

effective from January 1 2013. According to IFRS 11 joint ventures are

recognized according to the equity method in IAS 28.

NOTE 2 I KEY SOURCES OF ESTIMATION UNCERTAINTY

Volvo Groups most significant accounting policies are primarily
described

Source of estimation uncertainty Note

together with the applicable note. Refer to Note 1 Accounting Policies for a

specification. The preparation of AB Volvos Consolidated Financial State- Buy-back agreements and residual

ments requires the use of estimates judgements and assumptions that affect value guarantees 7 Income

the recognized amounts of assets liabilities and provisions at the date of the Deferred taxes 10 Income taxes

financial statements and the recognized amounts of sales and expenses dur- Impairment of goodwill and otherintan-ingthe periods presented. In preparing these financial statements Volvo gible assets 12 Intangible assets

Groups management has made its best estimates and judgements of certain Impairment of tangible assets 13 Tangible assets

amounts included in the financial statements giving
due consideration to Credit loss reserves 15 Customer-financing

ma ena i y. ince tutu re resu s are an unknown quan-pityactual se ttsco uld

differ from these estimates due to the application of these assumptions. In 16 Receivables

accordance- rith IAS-1 the.com a is_re wired-to_ rovide additionaLdisclo lnuentor obsnlescence._ t7 laventsz.rýe ____

sure of accounting policies in which estimates judgments and assumptions Assumptions when calculating pensions 20 Provisions forpost-are
particularly sensitive and which if actual results differ may have a material and other post-employment benefits employment benefits

impact on the financial statements. Product warranty costs 21 Other provisions

Legal proceedings 21 Other provisions

Residual value risks 21 Other provisions

The sources of uncertainty which has been identified by the Volvo

Group and which fulfill those criterias are presented in connection to the

items considered to be affected. The adjacent table shows where to find

those presentations.

101



FINANCIAL INFORMATION 2012

Tcý

ACQUISITIONS AND DIVESTMENTS OF SHARES IN SUBSIDIARIESNOTE 43

AB Volvos holding of shares in subsidiaries as of December 31 2012M .ACCOUNTIN POLICY is disclosed after the notes of the Parent Company in AB Volvoshold-ingof shares. Significant acquisitions formations and divestments

Recognition of business combinations within the Group are listed below.

The Volvo Group applies IFRS 3 Business Combinations for
acquisitions.

All business combinations are recognized for in accordance with the pur-
Business combinations during the period

chase method. Volvo Group measures acquired identifiable assets tangi-
In the fourth quarter 2012 the Volvo Group finalized the acquisition of the

ble and intangible and liabilities at fair value. Any surplus amount from the French automotive manufacturer Panhard. Panhard was a private owned

purchase price possible non-controlling interests and fair value of previ-
company specialized in manufacturing of light transport vehicles adapted

ously held equity interests at the acquisition date compared to the Volvo for defense operations. Panhard is included in the Volvo Groupsgovern-Groupsshare of acquired net assets is reported as goodwill. Any deficit
mental sales business area. The purchase price amounted to 538 and the

amount known as negative goodwill is recognized in
profit

and loss goodwill to 326. The acquisition is not expected to have a significant

In step acquisitions a business combination occurs only on the date impact on the Volvo Groups earnings and financial position. In addition to

control is achieved which is also the time when goodwill is calculated.
that the Volvo Group has not made any acquisitions during 2012 and 2011

Transactions with the minority are recognized as equity as long as control which solely or jointly have had a significant impact on the Volvo Groups

of the subsidiary is retained. For each business combination the Volvo
financial statements. For acquisitions in 2012 and 2011 the fair-value

Group decides whether the non-controlling interest should be valued at adjustments to the acquisition balance sheets have not had a significant

fair value or at the non-controlling interests proportionate share of the net impact on the Volvo Group.

assets of the acquiree. All acquisition-related costs are expensed. Compa-
The impact on the Volvo Groups balance sheet and cash-flowstate-nies

acquired during the year are consolidated as of the date of
acquisition.

ment in connection with the acquisition of subsidiaries and other business

Companies that have been divested are included in the consolidated finan- units are specified in the following table

cial statements up to and including the date of divestment.

Acquisitions 2012 2011

Non-current assets held for sale and discontinued operations Intangible assets 190 1

The Volvo Group applies IFRS 5 Non-current Assets Held for Sale and
Property plant and equipment 176 132

Discontinued Operations. The standard also includes the treatment of cur- Assets under operating lease 475 1503

rent assets. In a global group like the Volvo Group processes are continu-
Inventories 503 38

ously ongoing regarding the sale of assets or groups of assets at minor
257 __236

values. When the criteria for being classified as a non-current asset held
CuCashrrentand cash

receivables

equivalents 21 39
for sale are fulfilled and the asset or group of assets are of significant

q - - -
value the asset or group of assets and the related liabilities are recognized

Other assets -_ 14
-- __ 1

on a separate line in the balance sheet. The asset or group of assets are Minority interests 387

tested for impairment and if impaired measured at fair value after deduc- Provisions 87 36

tions for selling expenses. The balance sheet items and the income effect Loans 225 1510

resulting
from the revaluation to fair value less selling expenses are nor- Current liabilities 622 191

mally recognized in the segment Group headquarter functions and other Acquired net assets 702 600

until the sale is completed and the result distributed to each segment.
Goodwill 888 967

Negative goodwill 42 -

Total 1548 1567

Cash and cash equivalents paid 1548 1567

Cash and cash equivalents according to

acquisition analysis 21 39

Effect on Group cash

and cash equivalents 1527 1528

Effect on Group net

financial position 1714 2248
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Divestments Dec 31 Dec 31

In the fourth quarter 2012 AB Volvo finalized the sale of Volvo Aero to the Assets and liabilities held for sale 2012 2011

global engineering company GKN for the equivalent of SEK 6.9 billion on Intangible assets 3316

a debt-free basis. The total capital gain amount to 568. The adjusted Tangible assets 1984
__ ..._.

- - -
purchase price is expected to be paid during 2013. In addition to that the Inventories

- 2216

Volvo Group has not made any divestments during 2012 or 2011 which Accounts receivable 566
.

solely or jointly have had a significant impact on the Volvo Groups finan-
Other current receivables 982

cial statements. Other assets - 284

The impact on the Volvo Groups balance sheet and cash-flow statement
Total assets - 9348

in connection with the divestment of subsidiaries and other business units

are specified in the following table Trade payables
- 1025

Other current liabilities
- 3691

Divestments 2012 2011 Total liabilities
- 4716

Intangible assets 3220 5
Property plant and equipment 1786 4
Assets under operating lease 244 0

Shares and participations 17 0

Inventories 2505 45
Other receivables 1395 130

Cash and cash equivalents 323 21
-.-._.......

__.._

Other provisions 1108 17

Other liabilities 3385 143

Divested net assets 4997 45

Goodwill 300 0

Total 5297 45
Additional purchase price 653 -

Cash and cash equivalents received 5240 41

Cash and cash equivalents

divested companies 323 21

Effect on Group cash

and cash equivalents 4917 62
Effect on Group net

financial position 5594 62

Acquisitions and divestments after the end of the period

The Volvo Group has not made any acquisitions or divestments after the

end of the period that have had any significant impact on the Volvo Group.

Assets and liabilities held for sale

As of December 31 2012 there were no assets or liabilities classified as

held for sale. For the comparison year 2011 the Volvo Group recognized

assets amounting to 9348 and liabilities amounting to 4716 as assets

and liabilities held for sale. Translation differences on foreign operations

of 3 was included in other comprehensive income. This referred to the

divestment of Volvo Aero.
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NOTE l GOALS AND POLICIES IN FINANCIAL RISK MANAGEMENT

The Volvo Groups global operations expose the company to financial risks

in the form of interest rate risks currency risks credit risks and liquidity

risks. Work on financial risks comprises an integrated element of the

Volvo Groups business. Volvo Group strives to minimize these risks by

optimizing the Groups capital costs by utilizing economies of scalemini-mize
negative effects on income as a result of changes in currency or

interest rates and to optimize risk exposure. All risks are managedpursu-ant
to the Volvo Groups established policies in these areas.

The Volvo Groups risk management related to specific balance sheet

items are thus also described in other areas of the Annual Report seerefer-ences
in the Notes.

Read more about accounting principles
for financial instruments in

Note 30 Financial Instruments.

US D .3.r 1

COMMERCIAL CURRENCY
CASH FLOW RISKS I

EXPOSURE
COMMERCIAL CREDIT RISK

ý

FINANCIAL CURRENCY
PRICE RISKS

EXPOSURE
FINANCIAL CREDIT RISK

CURRENCY EXPOSURE FINANCIAL

OF EQUITY COUNTERPARTY RISK 3RL ý.5

the degree of matching interest rate
fixing on borrowing and lending. The

tF TE EST-RATE RISKS 9A calculation of the matching degree excludes equity which amounted to

between 8 and 10% in the customer finance operations. At year-end

Interest-rate risk refers to the risk that changed interest-rate levels will 2012 the degree of such matching was 99% 97 which was in line with

affect consolidated earnings and cash flow cash-flow risks or the fair the Volvo Groups policy. At year-end 2012 in addition to the assets in its

value of financial assets and liabilities price risks customer-financing operations the Volvo Groups interest-bearing assets

consisted
primarily

of cash cash equivalents and
liquid

assets invested in

short-term interest-bearing securities. The objective is to achieve an

POLICY interest-fixing term of three months for the liquid assets in the Volvo

ýý..t-.i ax.ý.c -s.rm3-s-.ý-_ -.mss- -r .sa.a a. uar.

Groups industrial operations through the use of derivatives. OnDecem-Matchingthe interest-fixing terms of financial assets and liabilities ber 31 2012 after taking derivatives into account the average interest on

reduces the exposure Interest-rate swaps are used to change/influence these assets was 1.1% 1.9. After taking derivatives into accountout-the
interest-fixing term the Volvo Groups financial assets and liabilities. standing loans had interest terms corresponding to an interest-rate fixing

Currency interest-rate swaps enable borrowing in foreign currencies from term of three months and the average interest at year-end amounted to

different markets without introducing currency risk. The Volvo Group also 3.2% 4.1 including the Volvo Groups credit costs.

has standardized interest-rate forward contracts futures and FRAs

forward-rate agreements. Most of these contracts are used to hedge Price risks Pc

fotei es rake levels fotshortterm borrowrrýg or rr vest tints - Exposure to price rrsks s result interest-rate levels -ce ersto-m.
financial assets and liabilities with a longer interest-rate fixing term fixed

interest.

Cash-flow risks The following table 7D shows the effect on income before taxes in

The effect of changed interest rate levels on future currency and interest- Industrial Operations financial net position including pensions and similar

rate flows primarily pertains to the Volvo Groups customer financing net obligations if interest rates were to increase by 1 percentage point

operations and net financial items. Customer finance operations measure 100 basis points assuming an average interest-rate fixed term of three

months.

The Notes sensitivity analysis on interest rate risks is based on simplified assumes a parallel deferment of the return curve and that the interest rates on

assumptions. It is not unreasonable for market interest rates to change by 1 per- assets and liabilities will be equally impacted by changes in market interest rates.

centage point 100 basis points on an annual basis. However in reality these Accordingly the impact of real interest-rate changes may differ from the analysis

rates often rise or decline at different points in time. The sensitivity analysis also
presented above. fo
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Currency
Net financial Impact on earnings Impact on Net financial

position incl. before tax if interest rate position if SEK

pensions rises 1% rises 10%

Currency risksThe Volvo Groups
s. A interest-rate risks e7

net assets in different SEK M

currencies SEK bn JPY 19954 150 1995

USD 8902 67 890

BRL 1027 8 103

CNY 3165 24 317

EUR 3199 24 320
Eel

Other 1513 11 39

Tota176- 22978 172 2184

Gap 2.5

Read more about the Volvo Groups net financial position on page 95.

EER

21.3 ice 2.0

KRW 4O

CNY 8.0

OTHER
iaR3.3 129

currency policy and to minimize the exposure of financial items in Volvo

CURRENCY RISKS rB Groups balance sheet. Below is a presentation on how this work iscon-ducted
for commercial and financial currency exposure and for currency

The content in the balance sheet may be affected by changes in different exposure of equity.

exchange rates. Currency risks in the Volvo Groups operations are related

to changes in the value of contracted and expected future payment flows

commercial currency exposure changes in the value of loans and invest- Commercial currency exposure

ments financial currency exposure and changes in the value of assets Transaction exposure from commercial flows

and liabilities in foreign subsidiaries currency exposure of equity. Volvo Group uses forward contracts and currency options to hedge the

value of future payment flows in foreign currencies. Volvo Group only

hedges firm flows most of which are realized within six months. The hedged

po .ic amount of firm flows for all periods fall within the framework of Volvo

Groups currency policy.

The aim of the Volvo Groups currency risk management is to secure cash

flow from firm flows through currency hedges pursuant to the established cont.

T1tie-Vo1vs Groups-outstandingtorward contracts and--options-contracts- for-hedging-_

of commercial currency risks

Other

Currencies currencies Market value

USD SGD Net SEK
Millions

Due date 2013 509 41 8

Due date 2014 6 41 -

Due date 2015
- 13 -

Total local currency
515 95 8

Average contract rate 6.76 5.33

Market value of outstanding forward

contracts SEK M 112 31 2 141
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Goals and policies in financial risk management cont.

The table P F shows outstanding forward and option contracts for the Volvo Group is affected by exchange-rate fluctuations since financial

hedging of commercial currency risks. The table Operating net flow per
assets and liabilities are distributed among the Volvo Group companies

currency on page 92 shows commercial net flows per currency transac- that conduct their operations using different currencies.

tional flows net. The Impact on Net financial position table Pro disloses the impact on

earnings before tax of Industrial operations financial net positioninclud-Translation
exposure during the consolidation of operating income ing pensions and similar net obligations if the SEK were to strengthen by

inforeign subsidiaries 100/0.

In conjunction with the translation of operating income in foreign subsidiaries

the Volvo Groups earnings are impacted if currency rates change. The Volvo Currency exposure of equity

Group does not hedge this risk. For more information on currency hedging of The consolidated carrying amounts of assets and liabilities in foreignsub-equitysee below. sidiaries is affected by current exchange rates in conjunction with thetrans-lation
of assets and liabilities to Swedish kronor. To minimize currencyexpo-Sensitivityanalysis - currencies sure of equity the size of equity in foreign subsidiaries is continuously

The tables below show the impact on sales and operating income for the optimized with respect to commercial and
legal

conditions. Currency

Volvo Group if key currencies fluctuate. The
sensitivity analysis include the hedging of equity may occur in cases where a foreign subsidiary isconsid-transaction

impact from commercial flows and the translation impact dur- ered overcapitalized. Net assets in foreign subsidiaries and associated

ing the consolidation of foreign subsidiaries. companies amounted at year-end 2012 to SEK 69.8 billion 67.8. The

remaining loans used as hedging instruments have expired in 2011. For

Financial currency exposure more information on hedging of net investments in foreign operationsrec-Loans
and investments in the Volvo Groups subsidiaries are performed ognized in equity refer to note 30 Financial Instruments. The need tounder-mainly
through Volvo Treasury in local currencies which minimizes indi- take currency hedging relating to investments in associated companies and

vidual companies financial currency exposure. Volvo Treasury uses vari- other companies is assessed on a case-by-case basis.

ous derivatives to facilitate lending and borrowing in different currencies

without increasing the companys risk. The financial net position of the

Sensitivity analysis Sensitivity analysis

Currency effect on net sales from inflows in foreign Currency effect on operating income from net flows in

currency and translation effect when consolidating net foreign currency and translation effect when consolidating

sales in foreign subsidiaries. operating income in foreign subsidiaries.

5000
2

I 3000
1

1000

1000 0s
3000

5000
is 2

7000

9000 3

BRL CNY EUR GBP INR JPY RUB SOD USD ZAR Other AUD BRL CNY EUR GBP KRW RUB USD ZAR Other

Changes in
currency exchange rates compared to 2011 Total SEK

pos
1.9 bn Changes in currency exchange rates compared to 2011 Total SEK pos 15 bn

Li Strengthen in value of SEK
by

10% Total SEK neg 31.2 bn Strengthen in value of SEK by 10% Total SEK neg 6.2
tl

The Volvo Groups currency review When the Volvo Group communicates the currency impact on operating income for Industrial

operations the following factors are included

Currency impact on operating income SEK billion 2012 2011 Change

Net flows in foreign currency

Realized gains and losses on hedging contracts 0.0 0.2 0.2

E --týnreatFEýd--gains arrcl-bssesart-kteýgtrgeoýtraets-
_ _- --_

_ý ý
_
. _ - - -

X03
_ý-- ------_ -- - -

- --ý
_

-.

Unrealized gains and losses on receivables and liabilities in foreign currency 0.2 0.3 0.6
--...........

Translation effect on operating income in foreign subsidiaries 0.1

Total currency impact on operating income 1.3

Currency impact on Net flows in foreign currency and Translation effect on operating income in foreign subsidiaries are detailed in table

i in key currencies.

The Notes sensitivity analysis on currency rate risks is based on simplified same direction at any given time so the actual effect of exchange-rate changes

assumptions. It is not unreasonable for the value in SEK to strengthen by 100/0 in may differ from the sensitivity analysis.
Please refer to table 7D AG VH

relation to other currencies. In reality currencies usually do not change in the
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The customer-financing receivables in the Volvo Groupscustomer-cRErr
RISKS financing operations amounted at December 31 2012 to approximately

net SEK 81 billion 79. The credit risk of this portfolio is distributed over a

Credit risks are defined as the risk that Volvo Groups does not receive large number of retail customers and dealers. Collaterals are provided in

payment for recognized accounts receivable and customer-financing the form of the financed products. In the credit granting the Volvo Group

receivables commercial credit risk that Volvo Groups investments are strives for a balance between risk exposure and expected return.

unable to be realized financial credit risk and that potential profit is not

realized due to the counterparty not fulfilling its part of the contract when Read more about Volvos credit risk in the customer-financing operation
in

Nate 15.

using derivative instruments financial counterparty risk.

The Volvo Groups accounts receivables amounted as of December 31

2012 to approximately net SEK 27 billion 28.

The objective of the Volvo Group Credit Policy is to define and measure
Financial credit risk

the credit exposure and control the risk of losses deriving from credits to
The Volvo Groups financial assets are largely managed by Volvo Treasury

customers credits to suppliers counter party risks and Customer Dealer
and invested in the money and capital markets. All investments must meet

Financing activities.
the requirements of low credit risk and high liquidity. According to Volvo

Groups credit policy counterparties for investments and derivativetrans-actions
should have a rating

of A or better from one of thewell-Commercial
credit risk

established credit rating institutions.

Volvo Groups credit granting is steered by Group-wide policies
and cus-

Liquid funds and marketable securites amounted as of December 31

tomer-classification rules. The credit portfolio should contain a distribu-
2012 to approximately SEK 29 billion 37.

tion among different customer categories and industries. The credit risks
Read more about Volvo Groups Marketable securities and liquid funds in

are managed through active credit monitoring follow-up routines and Note 18.

where applicable product repossession. Moreover regular monitoring

ensures that the necessary allowances are made for incurred losses on Financial counterparty risk

doubtful receivables. In Notes 15 and 16 ageing analyses are presented The use of derivatives involves a counterparty risk in that a potential gain

of customer finance receivables overdue and accounts receivables over-
will not be realized if the counterparty fails to fulfill its part of the contract.

due in relation to the reserves made. To reduce the exposure master netting agreements are signed wherever

possible with the counterparty in question. Counterparty risk exposure for

futures contracts is limited through daily or monthly cash transferscor-respondingto the value change of open contracts. The estimated gross

exposure to counterparty risk
relating

to futures interest-rate swaps and

interest-rate forward contracts options and commodities derivatives

amounted as of December 31 2012 to 1144 281 2507 2757 10

284 and 23 68.
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i-Goals
and policies in financial risk management cont.

----------LIQUIDITY
RISKS

The adjacent graph VJ discloses expected future cash-flows including

derivatives related to financial liabilities. Capital flow refers to expected

Liquidity
risk is defined as the risk that the Volvo Group would be unable payments of loans and derivatives see note 22. Expected interest flow

to finance or refinance its assets or fulfill its payment obligations.
refers to the future interest payments on loans and derivatives based on

interest rates expected by the market. The interest flow is recognized

within cash flow from operating activities.

In addition to derivatives included in
capital

flow in the table there are

also derivatives related to financial liabilities recognized as assets which

The Volvo Group assures itself of sound financial preparedness by always
are expected to give a future capital flow of SEK 0.8 billion and a future

keeping a certain percentage of its sales in liquid assets. A balance interest flow of SEK 3.2 billion.

between short and long-term borrowing as well as borrowing prepared

ness in the form of overdraft facilities are intended to meet the long-term

Read more about the maturity structure of bond loans and other loans as

well as granted but unutilized credit facilities in Note 22.

financing needs.

Read more about contractual term analyses
of the Volvo Groups futurepay-mentsfrom non-annullable financial and operational lease contracts in Note 14.

Future cash-flow including derivatives related to non-current

1 and current financial liabilities

0

10

20
T.

30

40

50

2013 2014 2015 2016 2017 2018 2019

50.3 27.6 17.5 16.0 14.9 0.5 5.0 Capital flow SEK bn

4.6 3.2 1.7 1.1 0.7 0.2 0.3 Interest flow SEK bn

J
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NOTE 51 INVESTMENTS IN ASSOCIATED COMPANIES AND OTHER SHARES AND PARTICIPATIONS

13 ACCOUNTING POLICIES Other shares and participations

Holding of shares that do not provide the Volvo Group with significantinflu-Joint
ventures ence which generally means that Volvo Groups holding of sharescorre-Jointventures are companies over which the Volvo Group has controlling sponds to less than 20% of the votes are recognized as other shares and

influence together with one or more external parties.
Joint ventures are up to participations. For listed shares the carrying amount is equivalent to the

and including December 31 2012 recognized by applying the proportionate market value. Unlisted shares and participations for which a fair valuecan-consolidation
method in accordance with AS 31 Interests in Joint ventures. not reasonably be determined are measured at cost less any impairment.

Read more about changes in the Volvo Groups accouting for Joint Ventures

as from January 1 2013 in Note 31.
Joint ventures

The Volvo Groups investments in joint ventures are listed below.

Associated companies

Associated companies are companies in which the Volvo Group has a

significant influence normally when the Groups holdings equal at least
Shares in joint ventures Dec 31 2012 Dec 31 2011

20% but less than 50% of the voting rights. Holdings in associated com- Holding percentage Holding percentage

panies are recognized in accordance with the equity method. The Volvo
Shanghai Sunwin Bus Corp.

Groups share of recognized income in such companies is included in the
China 50 50

consolidated statement of profit or loss under Income from investments in
..._

Dong Feng Nissan Diesel

associated companies less where appropriate depreciation of surplus Motor Co. Ltd. China _ _ _ 50 50

values and the effect of applying different accounting policies.
Income

VE Commercial Vehicles

from associated companies is included in operating income since the
Ltd. India 50 50

Volvo Groups investments are of operating nature. For practical reasons
- I w __ -

some of the associated companies are included in the consolidated finan- 1 Direct equity holding amounts to 456% and indirect equity holding amounts

cial statements with a certain time lag normally one quarter.
Dividends to 46%.

from associated companies are not included in consolidated income. In

the consolidated balance sheet investments in associated companies are

affected by the Volvo Groups share of the companys net income less

depreciation of surplus values and dividends received.

Volvo Groups share of joint ventures VE Commercial Other joint Total VE Commercial Other joint
Total

income statements Vehicles Ltd. ventures 2012 Vehicles Ltd. ventures 2011

Net sales 3302 902 4204 3453 743 4196

Operating income 148 4 144 246 77 323

Income after financial items 202 22 180 310 69 379

Income taxes 47 2 45 72 1 73

Volvo Groups share of joint

ventures income for the period 155 20 135 238 68 306

Volvo Groups share of joint ventures VE Commercial Other joint
Total as of VE Commercial Other joint Total as of

balance sheets Vehicles Ltd. ventures Dec 31 2012 Vehicles Ltd. ventures Dec 31 2011

Non-current assets 1925 256 2181 1746 169 1915

Current assets 1329 766 2095 1521 727 2248

he Volvo roupssh-a-re-ofjo-fi

ventures assets 3254 1022 4276 3267 896 4163

274 _-245 -_ -Shareiotders 240 23802231-40
Provisions 232 3 235 271 3 274

Long-term liabilities 3 2 5 3 3 6

Current liabilities 879 777 1656 762 616 1378

The Volvo Groups share of joint

ventures equity and liabilities 3254 1022 4276 3267 896 4163

Net financial position for the joint ventures excluding post-employment benefits amounted to 244 as of December 31 2012.

As of December 31 Volvo Groups share of contingent liabilities in its
joint

ventures totaled 61 38.
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Joint Ventures cont.

Volvo Groups share of total number of employees 2012 2011

Number of of which Number of of which

employees women % employees women %

Shanghai Sunwin Bus Corp. 577 14 453 16

Dong Feng Nissan Diesel Motor Co. Ltd. 158 15 152 13

VE Commercial Vehicles Ltd. 4880 1 3600 1

Volvo Groups share of total number of employees 5615 3 4205 3

Associated companies

Registration Percentage Dec 31 2012 Dec 31 2011

Investments in associated companies number holding Carrying value Carrying value

Deutz AG Germany
- 25 1359 -

Blue Chip Jet II HB Sweden 969717-2105 50 386 405

UD Trucks Doto Corporation Japan
- 38 90 103

UD Trucks Niigata Corporation Japan - 34 59 69

Shanghai Green Bus Drive Systems Co.Ltd China - 40 43 -

JV Fonderie Venissieux France 49 36 35

Merkavim Metal Works Ltd Israel
- 27 20 17

Powercell Sweden AB Sweden 556759-8353 32 10 17

Blue Chip Jet HB Sweden 969639-1011 50 9 8
. .------QuingdaoSunwin Bus Corp China - 43 9 9

..... - - -- -
Arabian Vehicle Truck Industry Ltd Saudi Arabia - 25 9 9

Other holdings
- - 15 12

Total shares and participations in associated companies 2045 684

1 In 2012 an additional 18% of the shares in Deutz AG was acquired and thereby the company is recognized as an associated company. In 2011 the holding in Deutz AG

was 7% and recognized as other shares and participations. The fair value of investments in Deutz AG amounted to 924 as of December 31 2012.

The following table presents summarized financial information for the

Volvo Groups associated companies. The income statement and balance

sheet below reflect the total associated companies not only the Volvo

Groups investment.

Income statement Other Balance sheet Other Total Total

Deutz associated Total Total Deutz associated Dec 31 Dec 31
AG companies 2012 2011 AG companies 2012 2011

Net sales 8448 3208 11656 2543 Non-current assets 5612 1979 7591 2094

Cost of sales 8242 3144 11386 2491 Current assets 3644 1654 5297 1485

Financial income and Total assets 9256 3633 12889 3579
expense 87 33 120 29
Income before taxes 119 31 150 23

Shareholders equity - 4090 1603 5693 1605

-_ -._...___ Provisions 1502 43 1545 53

Income taxes 21 120 141 23 Non-current liabilities 1333 624 1957 621

ncome-o.f-the-period ----- 9889 9 0 GUFFe t 4iab9i41es 2331 1363 369ýýý310

1 For 2012 income statement and balance sheet are presented from January until

Total equity and

ý_Geptember.sinceDeutz-AG is recognized-in-the Volva.GrouQ witkia_time lag
of one-.--._-

liabilities 9256 3633 12889 3579

quarter. During
2011 Deutz AG was recognized as other shares and participations

as the Volvo Groups investment was below 20%.
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Income from investments in associated companies Other shares and participations

The carrying amount of the Volvo Groups holding of shares and participations

Income/loss 2012 2011
in other companies as of December 31 2012 is disclosed in the table below.

UD Trucks Niigata Co 8 5
Holding of shares Dec 31 Dec 31 Dec 31

JV Fonderie Venissieux 2 4 in listed companies
2012 2012 2011

Percentage Carrying Carrying

Merkavim Metal Works Ltd 9 17
holding value value

Blue Chip Jet I II HB 1 46
rmany

2
z

_
G_._.e

_..--------Holdingsof Volvo Group Venture Capital 13 6 Deu_t_. AG
....

-....

Nipponn Express Co Lt d. Japan 0.4 116 93
Other companies 3 2

Subtotal 10 24 TBK Co.Ltd. Japan 6.7 69 61

Sankyu Inc. Japan 0.5 42 44
_ _

Revaluation and write-down of shares
_

Senknko Co.Lt Jaapan 0.9 35 32

Blue Chip Jet I I HB 19 - Yamato Holdings Co.Ltd. Japan 0.1 23 25

Holdings of Volvo Group Venture Capital 48 Tonami Transportation Co.Ltd. Japan 1.1 15 15

Other companies 12 4
Fukuyma Transporting Co.Ltd. Japan 0.2 14 16

Subtotal 32 52 ---------....--.__
_.___... Holdings in other listed companies 33 50

Gains losses on divestment of shares in
Holding of shares in listed

associated companies
companies 347 635

Holdings of Volvo Group Venture Capital
- 5

Holding of shares in non-listed

Subtotal - 5 companies2
498 555

- Total income loss from investments in IM Other shares and participations 845 1190

associated companies 23 81
1 In 2012 an additional 18% of the shares in Deutz AG was acquired

and thereby

the company is recognized as an associated company.

Changes In Volvo Groups Investments
2 Unlisted shares and participations

for which a fair value cannot reasonably be

In associated companies 2012 2011
determined are measured at cost less any impairment losses.

Investments in associated companies as of
Income from other shares and participations

December 31 preceding year
684 684

Acquisitions and divestments 1102 111 Dividends received 2012 2011

Write-downs - 52
Deutz AG 2

Capital contribution 7 15-
Holdings in Japanese companies 16 13

Share of income in associated companies
10 24 9__-_-p_____.-.---Revaluation

of shares to fair value 32 Other 4 6

-- - - - - - -
Subtotal 20 21

Translation differences 27 1 --------------..----- -------------------- - -

Dividends 8 35 Write-downs of shares

Reclassifications 308 16 Holdings of Volvo Group Venture Capital 75 43
-- - ------- - -

Other 1
-

Holdings in Japanese companies 14 226

Investments in associated companies Other - 1
as of December 31 2045 684 Subtotal 89 270

Gain on divestment of shares
------------------------
---------------------Holdingsof Volvo Group Venture Capital 12 11

Holdings in Japanese companies 1 5

Other
11.- 8

Subtotal 22 24

90 Income from other investments 47 225

1 Write-downs of shares refer mainly to financial assets available for sale for

which a reliable market value can be calculated.

Changes In Volvo Groups holding of other

shares and participations 2012 2011

Holding of other shares and participations as of

December 31 preceding year 1190 1414

Change in Group structure - 19

Acquisitions and divestments 93 19

Write-downs - 43

Capital contribution 6 8

Revaluation of shares to fair value 89 203

Translation differences 87 32

Reclassifications 308 16
-...-.......

Other 40 4

M Holding of other shares andparticipa-tions
as of December 31 845 1190 1 1 1
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NOTE SEGMENT REPORTING

New organization the divestment of Volvo Aero in October 2012. As from October 1 2012

As of January 1 2012 the Volvo Group introduced a new functional the separate unit Truck Joint Ventures is included in Group Truck Sales

organization which better utilizes the global potential of the Groups Marketing APAC. As a result of this change Group Truck SalesMarket-brands
and products and a new financial framework to reflect the changes ing APAC is renamed Group Trucks Sales Marketing and JVs APAC.

in the organization. The re-organization and the new framework impacts Former business units Volvo Powertrain Volvo 3P Volvo Logistics and

to some extent how revenues and expenses are reported in the income Volvo Parts are included in business area Trucks from 2012. The costs of

statement and between the different reportable segments. these operations are shared between the different business based on

In the new organization from January 1 2012 the Trucks operations utilization according to the principles of the new financial framework. As

have been structured according to a functional approach whereby the from January 1 2012 Volvo IT Group Business Services and Volvo Real

entire Trucks business is managed as one single business area consisting Estate are treated as business support functions and costs of operations

of five different functional organizations Group Trucks Sales Marketing are shared by the business areas based on utilization according to the

EMEA Europe Middle East Africa Group Trucks Sales Marketing principles of the financial framework. As from January 1 2013 Volvo Real

Americas Group Trucks Sales Marketing APAC Asia Pacific Group Estate is included in Group Business Services.

Trucks Operations and Group Trucks Technology. In addition a separate The segment information for 2011 have been restated due to the new

unit for Truck Joint Ventures is included in business area Trucks. Business organization.

areas Buses Construction Equipment Volvo Penta and Customer

Finance remain as separate business areas. Governmental Sales and Read more about the impact on segment reporting 2011 due to the new

Volvo Rents are treated as separate business areas in the new organiza-
organization in Note 32.

tion. The Volvo Group is thereby organized in seven business areas after

Group

functions

Con- and other

struction Volvo incl. elimi- Industrial Customer Elimina- Volvo

2012 Trucks Equipment Buses Penta Volvo Aero nations Operations Finance tions Group

Net sales external

customers 190247 62449 19646 7470 5219 9485 294516 9131 - 303647

Net sales internal 2036 1109 649 161 - 2440 1515 652 2167 0

10 Net sales 192283 63558 20295 7631 5219 7045 296031 9783 2167 303647

Expenses 182079 57785 20253 7090 4452 8220 279878 8291 2167 286002

income from

invest-ments
in associated

companies 12 - 9 - - 43 23 - - 23

Operating income 10216 5773 51 541 767 1218 16130 1492 0 17622

Interest income and

similar credits 510 510

Interest expense
and simliar charges 2476 - - 2476

Other financial

in
9
0

come and expense
301 - - 301

Income after

financial items 13863 1492 0 15355

Other segment
information

Depreciation and

arraýrtizafFn - ý $369.._- ý51 3 X309 X1214 11987 x.76$ -1..75..

Restructuring costs 1343 13 107 17 29 1509 15 1524

Gains/losses from

divestments - 28 - - - 568 596 - - 596

Capital expenditure 11228 1712 315 171 0 5232 18658 6544 76 25126

M Investments in

associated companies

the equity method 209 - 71
- - 1765 - - - 2045
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Group

functions

Con- and other

struction Volvo inc. elimi- Industrial Customer Elimina- Volvo

2011 Trucks Equipment Buses Penta Volvo Aero nations Operations Finance tions Group

Net sales external

customers 196999 62894 21297 8318 6356 5958 301822 8545 - 310367

Net sales internal 1921 606 526 140 0 1426 1767 337 2104 0

Net sales 198920 63500 21823 8458 6356 4532 303589 8882 2104 310367

Expenses 180703 56688 20722 7633 5996 5835 277577 7913 2104 283386

Income from

investments in

associ-ated
companies 10 - 13 - 0 105 82 0 0 82

Operating income 18227 6812 1114 825 360 1408 25930 969 0 26899

Interest income

and similarcredits 644__
- 37 608

Interest expense

and simliarcharges 2912 - 37 2875
_........ -.....

10 Other financial

income and expense 297 - - 297

10 Income after

financial items 23959 969 0 24929

Other segment
infor-mation

Depreciation and

amortization 8531 1903 472 474 504 464 11419 2572 13992

Restructuring costs 22 10 5 2 0 49 88 6 0 94

Gains/losses from

divestments - - - - - 19 19 - - 19

Capital expenditure 9138 2231 36_7_._____332
797 1293 14159 6112 52 20220

Investments in

associated companies

the equity method 228 - 23 - 1 432 - 0 - 684
-----------

--------Assetsheld for sale

total assets 9348 9348 9348

M Assets held for sale

total liabilities - - - - - 4716 4716 - - 4716

Internal sales between segments are generally made at standard cost of sales including calculated interest and product improvement expenses.

Internal sales from service companies are generally made at market
price.

Reporting by market Net sales Non-current assets

2012 2011 2012 2011

Europe 111606 120828 71350 65522

of which Sweden 12133 14108 28245 26315

of which France 24273 27061 17207 15214

North America 71101 60560 23908 19999

of which USA 56441 46984 1992 16x$8

South America 29164 35142 1872 1447

of which Brazil 18662 26056 1515 1166

Asia 69278 73586 26271 30018

of which China 19990 22952 2265 2194

of which Japan 18987 17865 17992 22472

Other markets 22498 20251 998 982

Total 303647 310367 124399 117968

1 Non-current assets include intangible
and

tangible
assets.

The reporting of net sales by market is based on where the customers are located.
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NOTE r r

Cj rF

NOTE 1INCOME

ACCOUNTING POLICY SOURCES OF EST ATON UNCCRTAINTY

The Volvo Groups recognized net sales pertain mainly to revenues from Buy-back agreements and residual value guarantees

sales of goods and services. Net sales are if the occasion arises reduced In certain cases Volvo Group enters into a buy-back agreement or residual

by the value of discounts granted and by returns.
value guarantee after Volvo Group has sold the product to an independent

Revenue from the sale of goods is recognized when
significant

risks and party or in combination with an undertaking from the customer to purchase

rewards of ownership have been transferred to external parties normally
a new product the event of a buy-back. In such cases there may be aques-when

the goods are delivered to the customer. However if the sale of goods
tion of judgement regarding whether or not significant risks and rewards of

is combined with a buy-back agreement or a residual value guarantee the ownership have been transferred to the customer. If it is determined that

transaction is recognized as an operating lease transaction if
significant

such an assessment was incorrect the Volvo Groups recognized revenue

risks in regard to the goods are retained in Volvo Group. Revenue is then and income for the period will decline and instead be distributed over several

recognized over the period of the residual value commitment. If the residual reporting periods.

value risk commitment is not significant or the sale was made to an inde

Refer to note 21 Other provisions for a description of residual value risks.

pendent party before Volvo Group is committed to the residual value risk the

revenue is recognized at the time of sale and a provision is made to reflect

the estimated residual value risk refer to Note 21 Other provisions. If sale Hard and soft products

is in combination with a commitment from the customer to buy a new Volvo The Volvo Groups product range is divided into hard and soft products. The

product in connection to a buy-back option revenue is recognized at the sale of new vehicles machinery and engines comprise hard products. As

time of the sale. from January 1 2012 hard products also include sale of used vehicles and

Revenue from the sale of workshop services is recognized when the machines trailers superstructures and special vehicles. As from January 1

service is provided. Interest income in conjunction with finance leasing or 2012 Soft products include services and aftermarket products.

instalment contracts are recognized during the underlying contract

period. Revenue for maintenance contracts are recognized in line with the $ Refer to page 28 for more information about the Volvo Groups services.

allocation of associated costs over the contract period. s Refer to Note 6 for information regarding net sales by product and market.

Interest income is recognized on a continuous basis and dividend

income when the right
to receive dividend is obtained.
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NOTE 8 f OTHER OPERATING INCOME AND EXPENSES

Changes in provisions for doubtful accounts receivable and customer- Read more regarding the companys management of credit risk and credit

financing receivables are recognized in Other operating income and reserves in Note 4.

expenses which during the period impacted the Volvo Group within an

amount of 745 770.

Other operating income and expense 2012 2011

Gains/losses on divestment of Group companies 596 19

Write down of assets held for sale 54
----------- --------Reversalof write down of assets held for sale 60

Change in allowances and write-offs for doubtful receivables customer financing 640 682

Change in allowances and write-offs for doubtful receivables other 105 88

Damages and litigations
175 227

Restructuring costs2 1524 94

Volvo profit sharing program 200 523

Other income and expenses
112 22

Total 2160 1649

1 Gains/losses on divestment of Group companies include capital gain from the sale of Volvo Aero of 568.

2 Restructuring costs are mainly related to restructuring and efficiency programs in Europe and Japan.

NOTE 9 OTHER FINANCIAL INCOME AND EXPENSES

The market values of derivatives utilized to eliminate interest-rate exposure

in the customer-financing portfolio are reported in Other financial income

and expenses. During the year these had a positive impact in the Income

Statement of 8 544.

Other financial income and expense 2012 2011

Financial instruments at fair value

through profit or loss 8 544

Exchange rate gains and losses

on financial assets and liabilities 9 25

Financial income and expenses

related to taxes 34 18

Costs for Treasury function credit facilities etc 266 290

Total 301 297

1 Other financial income and expenses attributable to financial amounted to neg 1

pos 569.

Refer to Note 30 for Information regarding Financial Instruments.
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NOTE 0 1 INCOME TAXES

Income taxes were distributed as follows

ACCOUNTING POLICY

2012 2011

Income tax for the period includes current and deferred taxes. Current

taxes are calculated on the basis of the tax regulations prevailing in the Current taxes relating to the period 3566 5331
countries in which the Parent Company and subsidiaries are active and Adjustment of current taxes for prior periods 144 76

generate taxable income. Deferred taxes originated or reversed during

Deferred taxes are recognized on differences that arise between the the period 568 1584
taxable value and recognized value of assets and liabilities as well as on Remeasurements of deferred tax assets 180 25

tax-loss carryforwards. However with regard to the measurement of
11111133 Total income taxes 4097 6814

deferred tax assets that is the value of future tax reductions these items -ý - - - - -
are recognized provided that it is probable that the amounts can be uti-

Provisions have been made for estimated tax charges that may arise as

lized against future taxable income.
a result of prior tax audits. Tax processes are evaluated on a regular basis

Deferred taxes on temporary differences on participations in subsidiar-
and provisions are made for possible outcome when it is probable that

ies and associated companies are only recognized when it is probable the Volvo Group will have to pay more taxes and when it is possible to

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

Tax laws in Sweden and certain other countries allow companies to
which no provision was deemed necessary were recognized ascontin-defer

payment of taxes through allocations to untaxed reserves. These
gent liabilities.

items are treated as temporary differences in the consolidated balance
Deferred taxes amounting to 0 1 have been recognized in othercom-sheetmeaning that deferred tax liability

and equity capital are separated.
prehensive income attributable to fair value of derivative instruments.

In the consolidated income statement an allocation to or withdrawal from
At year-end 2012 the Volvo Groups unused tax-loss carryforwards

untaxed reserves is divided between deferred taxes and net income for
amounted to 18396 22462. These loss carryforwards expire according

the year. to the table below

Dec 31 Dec 31
Due date 2012 2011

SOURCES OF ES T IMAT O Z UNCERTAINTY
after 1 year 76 40

after 2 years 148 77

The Volvo Group recognizes valuation allowances for deferred tax assets
after 3 years

267 180

where management does not expect such assets to be realized based -- -- - -

upon current forecasts. In the event that actual results differ from these
after 4 years 950 434----- 434

estimates or adjustments are made to future periods in these estimates
after 5 years- 466_- 2302

changes in the valuation allowance may be required which could materi- after 6 years or more 16489 19429

ally impact the financial position and the income for the period. As of Total 18396 22462

December 31 2012 the valuation allowance amounted to 191 263 of

. . ...

the value of deferred tax assets. Most of the reserve consists of unused The Swedish corporate income tax rate amounted 26.3% in 2012. The table

loss carryforwards. Net of this valuation allowance deferred tax assets of below discloses the principal reasons for the difference between this rate

18386 18552 were recognized in the Volvo Groups balance sheet. and the Volvo Groups tax rate based on income after financial items.

The Volvo Group has significant tax-loss carryforwards that are related

to countries with long or indefinite periods of utilization mainly Sweden 2012 2011

Japan and France. The Volvo Group considers it to be most certain that
%

sufficient income will be generated in the coming years for the tax-loss

Swedish corporate income tax rate 26 26
carryforwards to be utilized.

Difference in tax rate in various countries 3 3

Other non-taxable income 3 3
her-non-de-drrctrblrt -expensts-- 1

Current taxes attributable to
prior years 1 0

-._ - _ýý___ Fer.easueaxaý of tjeeýedýtax assets- -1 _ _ .-0 _

Income tax rate for the Group 27 27

From 2013 the Swedish corporate income tax rate is 22% as ofDecem-ber
31 2012. Deferred tax assets and tax liabilities in the Swedishcom-panieshave been valued at the new tax rate which has affected income

taxes in the income statement positively by 213.
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Specification of deferred tax assets Dec 31 Dec 31
The total deferred tax assets attributable to unused tax-losscarry-and

tax liabilities 2012 2011 forwards amounted to 5232 6907 of which 1815 2914 pertains to

Deferred tax assets
Sweden with an indefinite period of utilization 1409 2128 to Japan

and 1278 1174 to France.

Unused tax-loss carryforwards 5232 69 0 7
-- -- -- The cumulative amount of undistributed earnings in foreign subsidiaries

Other unused tax credits 171 141
which the Volvo Group currently intends to indefinitely

reinvest outside of

Intercompany profit
in inventories 1026 780

Sweden and upon which deferred income taxes have not been provided is

Allowance for inventory obsolescence 443 368 SEK 60 billion 62 at year end. The main part of the undistributedearn-Valuationallowance for doubtful ings is pertaining to countries where the dividends are not taxable

receivables 568 482

Provisions for warranties 2257 2067 Refer to Note 4 for information on how the Volvo Group handles equitycur-Provisions
for residual value risks 302 288 rency

risk

Provisions for post-employment
benefits2 1850 1188

Provisions for restructuring measures 219 42
..--Adjustmentto fair value during corpo- NOTE MINORITY INTERESTS

rate acquisitions 1 0

----Marketvalue of derivative instruments 33 28

Land 1.._872_-_.___2204
.._......__...._--Otherdeductible temporary differences 4602 4320 FUJI ACCOUNTING POLICY

Eli-ad
Deferred tax assets before

deduction for valuation allowance 18577 18815 Minority interests are interest attributable to non-controlling shareholders.

Minority interests are presented in the equity separately from the equity of

Valuation allowance 191 263
the owners of the parent. At business combinations minority interests

Deferred tax assets after deduction should be valued either at fair value or at the minoritys proportionate share

for valuation allowance 18386 18552
of the acquirees net assets. Minority interests are assigned the minority

Netting of deferred tax assets/liabilities 7220 5714 shareholders portion of the equity of the subsidiary. Changes in a parents

EM Deferred tax assets net 11166 12838 ownership interest in a subsidiary that do not result in a loss of control are

accounted for as equity transactions.

Deferred tax liabilities

Accelerated depreciation on property

plant and equipment 3176 3811 Minority interests in income for the period and in equity consisted mainly

Accelerated depreciation on leasing of the minority interests in Shandong Lingong Construction Machinery

assets 2054 1959 Co Ltd 30%.
LIFO valuation of inventories 362 270- - - --- - - - - - ....... _..

Capitalized product and software

development 3393 3721

Adjustment to fair value at company

acquisitions 0 31

Untaxed reserves 92 92

Market value of derivative instruments 0 1

Provisions for post-employment
benefits2 686 -

Other taxable temporary differences 2476 1464

Deferred tax liabilities 12248 11349

Netting of deferred tax assets/liabilities 7220 5714

M Deferred tax liabilities net 5028 5636

Deferred tax assets/liabilities net 6138 7203

1 The deferred tax assets and liabilities above are partially recognized in the

balance sheet on a net basis after taking into account offsetting possibilities.

_
--

_ýferedassksans IiabiGties-kawe heeu measured at the_tax cates_that_are. __ _ _

expected to apply during the period when the asset is realized or the liability is

settled according to the tax rates and tax regulations that have been resolved or

announced at the balance-sheet date.

2 From 2012 provisions for post-employment benefits are accounted
gross.

For

2011 the gross amounts were 1773 deferred tax assets and 585 deferred tax

liabilities.
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NOTE I 2
1 INTANGIBLE ASSETS

subjected to reasonable potential changes to the assumptions negatively

03 ACCOUNTING POLICIES adjusted by one percentage point on an individual basis whereof noadjust-ment
would have sufficient impact to

require impairment for any business area

Intangible assets except Volvo Rents. For Volvo Rents the recovery value calculated based on

The Volvo Group applies the cost method for recognition of intangible discounted cash flows exceeded the carrying amount of 8643 with 1088. A

assets. Borrowing costs are included in the cost of assets that necessarily reduction of the dollar utilization rate with 0.9 percentage points or an

take more than 12 months to prepare for their intended use or sale known increase of the discounting factor to 13% would eliminate the surplus value

as qualifying assets. Since the surplus values differ between the business areas they are to

When participating in industrial projects in partnership with other compa- a varying degree sensitive to changes in the assumptions described

nies the Volvo Group in certain cases pays an entrance fee to participate above. Therefore the Volvo Group continuously follows the performance

These entrance fees are capitalized as intangible assets. of the business areas whose overvalue is dependent on the fulfillment of

the Volvo Groups assessments. Instability in the recovery of the market

Research and development expenses and volatility in interest and currency rates may lead to indications of a

The Volvo Group applies AS 38 Intangible Assets for the recognition of need for impairment. The most important factors for the future operations

research and development expenses. Pursuant to this standard expendi- of the Volvo Group are described in the Volvo Group business areasec-tures
for the development of new products production systems and soft- tion as well as in the Risk management section.

ware are recognized as intangible assets if such expenditures with a high

degree of certainty will result in future financial benefits for the company.
Amortization and impairment

The cost for such intangible assets is amortized over the estimated useful Amortization is made on a straight-line basis based on the cost of the

life of the assets. assets adjusted in appropriate cases by impairments and estimated useful

The rules require stringent criteria to be met for these development lives. Amortization is recognized in the respective function to which it

expenditures to be recognized as assets. For example it must be possible belongs. Impairment tests for amortizable assets are performed if there are

to prove the technical functionality of a new product or software
prior

to indications of impairment at the balance sheet date.

its development being recognized as an asset. In normal cases this

means that expenditures are capitalized only during the industrialization
Amortization periods

phase of a product development project.
Other research and development

expenses are recognized in the Income Statement as incurred. Trademarks 20 years

The Volvo Group has developed a process for conducting product Distribution networks 10 years

development projects named the Global Development Process GDP. Product and software development 3 to 8 years

The GDP has six phases focused on separate parts of the
project. Every

a - tag
phase starts and ends with a reconciliation point known as a gate the

criteria for which must be met for the projects decision-makingcommit-tee
to open the gate and allow the project to progress to the next phase.

During the industrialization phase the industrial system is prepared for SOURCES OF ESTIMATION UNCERTAINTY
series production and the product is launched.

Impairment of goodwill and other intangible assets

Goodwill
Intangible assets other than goodwill are amortized and depreciated over

Goodwill is recognized as an intangible asset with indefinite useful life. For
their useful lives. Useful lives are based on estimates of the period in which

non-depreciable assets such as goodwill impairment tests are performed the assets will generate revenue If at the date of the financial statements

annually as well as if there are indications of impairments during the year
any indication exists that an intangible

non-current asset has been impaired

by calculating the assets recovery value. If the calculated recovery value is

the recoverable amount of the asset is calculated. The recoverable amount
less than the carrying value the assets recovery value is impaired.

is the higher of the assets net selling price and its value in use estimated

The Volvo Groups measurement model is based on a discounted cash- with reference to managements projections of future cash flows. If the

flow model with a forecast period of four to six years. Cash-generating recoverable amount of the asset is less than the carrying amount animpair-unitsidentified as business areas are measured. The Trucks segment is

ment loss is recognized and the carrying amount of the asset is reduced to

consid-red-o-o.e_singte_cash-g-en-elat n unituser the new organization. the Fetieeaf31e-anseent eterm-ination-af-te-recovery- ble-amounts-based

Goodwill related to the area Trucks is therefore evaluated based on the
upon managements projections of future cash flows which are generally

cash generation capacity of the overall Trucks segment from 2012.
based on internal business plans or forecasts. While management believes

16o wil assets aye altocafed fFese c sls
__er rng units on fFrebasrs

that estimates of future cash flows are eas6nabT6 different assumpfioris

of anticipated future
utility.

Measurements are based on managements best
regarding such cash flows could materially affect valuations. The need for

estimation of the operations development. The basis for this estimation is

impairment of goodwill and certain other
intangible

assets with indefinite

long-term forecasts of the markets growth of 2% 2 in relation to the per- useful lives is determined on an annual basis or more frequently if required

formance of the Volvo Groups operations. In the model the Volvo Group is

through calculation of the value of the asset. Such an impairment review will

expected to maintain stable
capital efficiency over time. Other parameters require management to determine the fair value of the Volvo Groups cash

considered in the calculation are gross margin product mix expenses and
generating units on the basis of projected cash flows and internal business

capital needs. Measurements are based on nominal values and utilize a gen-
plans and forecasts. Surplus values differ between the business areas

eral rate of inflation in line with the European target.
The Volvo Group uses a

and they are to a varying degree sensitive to changes in assumptions

discounting factor calculated to 12% 12 before tax for 2012.
and the business environment. Volvo Group has performed similarimpair-In

2012 the value of Volvos operations exceeded the carrying amount of
ment reviews since 2002. No need for impairment losses was required for

goodwill for all business areas which is why no impairment was recognized. the period 2002 until 2012.

Volvo has also tested whether a surplus value would still exist after being
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Intangible assets acquisition costs Capitalized product

Entrance fees and software Other intangible Total intangible

Goodwill industrial programs development assets2 assets

Acquisition cost as of Dec 31 2010 22936 3800 27851 6889 61476
.... ----- __ ....

Capital expenditures3 109 4238 122 4469

Sales/scrapping
- 484 657 323 1464

Acquired and divested operations 967 0 4 0 963

Translation differences 272 1 431 32 672

Reclassified to assets held for sale 274 3199 1963 60 5496
Reclassifications and others 2 3 6 54 55

Acquisition cost as of Dec 31 2011 23899 224 29902 6650 60675

Capital expenditures3
- 93 5385 101 5579

Sales/scrapping
- 14 1738 12 1764

--....- ............ -
Acquired and divested operations

588 3182 2109 52 4651
Translation differences 1446 11 1479 592 3528

----- ----- - - - - - - - -
Reclassified from assets held for sale 297 3198 1958 60 5513

Reclassifications and other 0 19 23 55 97
Acquisition cost as of Dec 31 2012 23338 289 31896 6204 61727

Accumulated amortization Capitalized product

and impairment
Entrance fees and software Other intangible Total intangible

Goodwill industrial programs development assetS2 assets

Accumulated amortization and impairment

as of Dec 31 2010 - 1820 16271 2671 20762

Amortization and impairments - 76 2788 383 3247

Sales/scrapping
- 265 406 322 993

Acquired and divested operations
- 0 0 0 0

Translation differences - 0 312 33 345

Reclassified to assets held for sale - 1596 570 24 2190
Reclassifications and other - 2 1 2 3
Accumulated amortization and impairment

as of Dec 31 2011 - 33 18396 2739 21168

Amortization and impairments
- 55 2749 387 3191

--- - - - -- - - - -- -..... ..._..-...---Sales/scrapping0 1734 12 1746

Acquired and divested operations
- 1633 547 29 2209

Translation differences - 1 942 188 1131

Reclassified from assets held for sale - 1602 572 24 2198

Reclassifications and other - 6 38 73 117

Accumulated amortization and impairment

as of Dec 31 2012 - 50 18456 2848 21354

Net value in balance sheet

as of December 31 20111 23899 191 11506 3911 39507

Net value in balance sheet

as of December 31 20124 23338 239 13440 3356 40373

1 Includes on the date of IFRS adoption costs of 14184 and accumulated amortization of 3863.

er m b le assets mainly consist of-fra-d-emarks and distribution networks.

3 Includes capitalized borrowing costs of 295 112.
4 Costs less accumulated amortization and impairments.

Dec 31 Dec 31
Goodwill per Business Area 2012 2011

Trucks 12759 13828
.........

Construction Equipment 7462 7764
.......

...-.

Buses 1145 1169

Volvo Rents 1469 990
._. _..-Othebusiness areas 503 148

Total goodwill value 23338 23899
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NOTE 1 TANGIBLE ASSETS

Depreciation periods

13 ACCOUNTING POLICIES

Type-specific tools 2 to 8 years

Tangible assets Assets under operating leases 3 to 5 years

The Volvo Group applies the cost method for measurement of tangible Machinery 5 to 20 years

assets. Borrowing costs are included in the acquisition value of assets
Buildings and investment properties 25 to 50 years

that necessarily take more than 12 months to get ready for their intended Land improvements 20 years

use or sale so called qualifying assets.

Investment properties are properties owned for the purpose of obtaining

rental income and/or appreciation in value. Investment properties arerecog-nized
at cost. Information regarding the estimated fair value of investment

properties is based on discounted cash flow projections The required return EM SOURCES OF Es11MATION UNCERTAINTY

is based on current property market conditions for comparable properties in

comparable locations. Impairment of tangible assets

If at the balance-sheet date there is any indication that a tangible asset

Depreciation and impairment has been impaired the recoverable amount of the asset should beesti-Propertyplant and equipment are depreciated over their useful lives. mated. The recoverable amount is the higher of the assets net selling

Useful lives are based on estimates of the period over which the assets price and its value in use estimated with reference to managementspro-will
generate revenue. jections of future cash flows. If the recoverable amount of the asset is less

Depreciation is recognized on a straight-line
basis based on the cost of than the carrying amount an impairment loss is recognized and thecarry-the

assets adjusted in appropriate cases by impairments and estimated ing amount of the asset is reduced to the recoverable amount.Determina-useful
lives. Depreciation is recognized in the respective function to which it tion of the recoverable amount is based upon managements projections

belongs. Impairment tests for depreciable non-current assets are performed of future cash flows which are generally made by use of internal business

if there are indications of impairment at the balance-sheet date. plans or forecasts. While management believes that estimates of future

cash flows are reasonable different assumptions regarding such cash

flows could materially affect valuations.

Tangible assets Land and Assets

Acquisition cost
land Machinery Construction in Total investment under Total

improve- and equip- progress including property property operating tangible

Buildings ments ment3 advance payments plant and equipment leases assets

Acquisition costs as of Dec 31 2010 31558 12567 70514 5709 120348 29095 149443
-- -----------Capitalexpenditures 548 266 3947 3455 8216 7414 15630

Sales/scrapping 299 88 1969 0 2356 4786 7142

Acquired and divested operations 36 10 64 0 110 1503 1613

Translation differences 373 411 889 33 1640 122 1762

Reclassified to assets held for sale 706 49 4586 57 5398 131- 5529
---- - ------ ------- - ---------------- ---- - -

Reclassifications and other 619 141 1897 2622 35 652 617

Acquisition costs as of Dec 31 2011 32129 13258 70756 6452 122595 32565 155160

Capital expenditures 848 348 3296 5031 9523 9986 19509

Sales/scrapping 234 32 2121 13 2400 5229 7629

Acquired and divested operations 66T 44 06Y- -694937--Translation
differences 1775 1276 3875 179 7105 1438 8543
---------- -- -- - - - - -- -- -- - - -

Reassified from assetsr elc-for sale. 7 - 45B4 -_- - 67 - _ - 3941 - 19 - 5261 _ -

Reclassifications and other 1211 260 1855 3592 266 2196 1930

Acquisition costs as of Dec 31 2012 32224 12598 70251 7664 122737 38368 161105
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Tangible assets Land and Construction in Assets

Accumulated depreciation
land Machinery progress includ- Total investment under Total

improve- and ing advance property property operating tangible

Buildings ments equipment payments plant and equipment leases assets

Accumulated depreciation

as of Dec 31 2010 15567 1066 49473 - 6610.6 9448 75554

Depreciation
4 1191 77 4856 6124 4621 10745

Sales/scrapping _ 260 9 1647 1916 2407 4323

Acquired and divested operations 0 0 18 - 18 0 18
Translation differences 338 20 819 - 1177 20 1197

Reclassified to assets held for sale 496 23 2980 3499 94 3593

Reclassifications and other 24 4 101 - 81 2945 2864

Accumulated depreciation

as of Dec 312011 16316 1135 50604 - 68055 8643 76698

Depreciation 1176 91 4681
- 5948 5616 11564

Sales/scrapping 102 13 1835 1950 2577 4527

Acquired and divested operations 499 24 2873 3396 162 3558
Translation differences 1131 81 3078 - 4290 385 4675

Reclassified from assets held for sale 496 23 3003 - 3522 109 3631

Reclassifications and other 73 18 65 156 1898 2054

Accumulated depreciation

as of Dec 31 2012 16183 1113 50437 - 67733 9346 77079

M Net value in balance sheet

as of Dec 31 201125 15813 12123 20152 6452 54540 23922 78462

E0 Net value in balance sheet

as of Dec 31 20122s 16041 11485 19814 7664 55004 29022 84026

1 Includes capitalized borrowing costs of 134 83.
2

Acquisition
costs less accumulated depreciation amortization and write-downs.

3 Machinery and equipment pertains mainly to production related assets.

4 Of which write-down 195 28.

5 Of which investment property
754 883 and property plant and equipment 54250 53657.

6 The increase is mainly explained by capital expenditure in the rental business.

Reclassifications and other mainly consist of assets under operating lease Investment properties

related to legal sales transactions where revenue is deferred and The acquisition cost of the investment properties amounted to 1474

accounted for as operating lease revenue. Assets classified as inventory 1625 at year-end. Capital expenditures during 2012 amounted to 22

will when the operating lease model is applied for revenue recognition be 39. Accumulated depreciation amounted to 720 742 at year-end of

reclassified from inventory to assets under operating leases when the which 45 53 refers 2012. The estimated fair value of investmentproper-legalsales transaction occurs. If the product is returned after the lease ties amounted to SEK 2.3 billion 2.5 at year-end. 95% of the investment

period there will again be a reclassification from assets under operating properties were leased out during the year 91. Net income for the year

leases to inventory. When a buy-back agreement has expired but the was affected by 220 235 in rental income from investment properties

related product is not returned the cost and the accumulated depreciation and of 44 53 in direct costs.

are reversed in reclassification and other within the line item assets under

operating leases. Most reclassifications within tangible assets relate to

construction in progress which are reclassified to the respective category

within property plant and equipment.
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NOTE 1 4 f LEASING

Volvo Group as a lessee

ACCOUNTING POLICIES As of December 31 2012 future rental payments minimum leasing fees

related to non-cancellable leases amounted to 3817 3799.

Volvo Group as the lessor

Leasing contracts are defined in two categories operational and financial Future rental payments are distributed as follows

leases depending on the contracts financial implications. Operational

leasing contracts are recognized as non-current assets in Assets under Finance Operating

operational leases. Income from operational leasing is recognized equally
leases leases

distributed over the leasing period. Straight-line depreciation is applied to

2013 124 950

these assets in accordance with the terms of the undertaking and the - - - - -
deprecation amount is adjusted to correspond to the estimated realizable

2014-2017 224 1875

value when the undertaking expires. Assessed impairments are charged
2018 or later

139 505

to the income statement. The products assessed realizable value at
expir-

Total 487 3330

ation of the undertaking is reviewed continuously on an individual basis.

Financial leasing agreements are recognized as either non-current or
Rental expenses amounted to

current receivables in the customer finance operations. Payments from

financial leasing contracts are distributed between interest income and 2012 2011

amortization of the receivable in the customer finance operations.

Finance leases

Volvo Group as the lessee Contingent rents 10 12

Volvo evaluates leasing contracts in accordance with IAS 17 Leases. In -Operatingleases---
those cases in which risks and rewards that are related to ownership are Contingent rents 36 20

substantially held by the Volvo Group so-called financial leases Volvo Rental payments 1113 1035

Group recognizes the asset and related obligation in the balance sheet at
Sublease payments

7 5

the lower of the leased assets fair value or the present value of minimum
Total 1152 1062

lease payments. Future leasing fee commitments are recognized asobli-gations.The lease asset is depreciated in accordance with the Volvo

Carrying amount of assets subject to financial leases

Groups policy for the respective non-current asset. The lease payments

when made are allocated between amortization and interest expenses. If

Dec

the leasing contract is considered to be a so-called operational lease 2012

D
2011

lease payments are charged to profit or loss over the lease contract period.

Costs

Buildings 226 92

Volvo Group as the lessor Land and land improvements
41 53- -- ------ --.....

As of December 31 2012 future rental income from non-cancellable
Machinery and equipment 627 1901

financial and operational leases minimum leasing fees amounted to
Assets under operating lease 57 194

52322 50704. Future rental income is distributed as follows
Total 951 2240

Finance Operating -Accumulated depreciation

leases leases Buildings - - - - -- 58 30

2013 14844 4511
Land and land improvements 1 -

2014-2017
Machinery aand equipmentPment 288 1231

22575 9121 - -- --- -----2018
or later

726 544
Assets under operating lease 14 68

Total 38146 14176
Total 361 1329

Allowance for uncollectible future rental Carriy ng amount in the balance sheet

income 436
-----_ ........

Buildings 168 62

Unearned rental income 2847 Land and land improvements
40 53

present value of future rerttatncame feTafec
-- -

Machinery and equipment 339 670

to non-cancellable leases 34863 -

Assets under operating lease 43 126

Total 590 911

1 Refer to assets leased by the Volvo Group as financial lease which are later

leased to customers as operating lease.
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NOTE 1 5 1 CUSTOMER-FINANCING RECEIVABLES

Non-current and current receivables recognized in the Volvo Groups Current customer financing receivables

customer financing operations.

Allocation of current customer- Dec 31 Dec 31

SOURCES OF EST1 ATiO UNCERTAINTY
financing receivables 2012 2011

Installment credits 10884 11079

Credit loss reserves Financial leasing 13748 11425
. - - -

The establishment of credit loss reserves on customer-financing receivables
--_--.. ... -......

Dealer financing 14079 13820
is dependent on estimates including assumptions regarding past dues repos-

- - - ... __........

Other receivables 1122 1757
session rates and the recovery rate on the underlying collaterals. As of

December 31 2012 the total credit loss reserves in the Customer Finance
Current customer financing

receivables as of December 31 39833 38081
segment amounted to 1.23% 1.33 of the total credit portfolio in the segment.

Refer to Note 4 for a description of the credit risk and Note 30 for further
The effective interest rate for current customer-financing receivables

information regarding customer-financing receivables.
amounted to 6.06% as of December 31 2012.

Credit risk in the customer-financing operations

Non-current customer-financing receivables

Customer-financing receivables Dec 31 Dec 31

Allocation of non-current customer-
2012 2011

financing receivables
Dec 3

20122

Dec

2011 Customer-financing receivables 9ross 82080 79849

---------_____--_-Valuationallowance for doubtful

Installment credits 19314 17457 customer-financing receivables 1091 1150

Financial leasing 21115 22454 Whereof specific reserve 258 374
Other receivables 727 707

Whereof other reserve 833 776M Non-current customer financing Customer-financing receivables net 80989 78699
recivables as of December31 41156 40618

The effective interest rate for non-current customer-financing receivables

amounted to 6.31% as of December 31 2012.

Non-current customer-financing

receivables maturities

MSEK

-

2014 2015 2016 2017 2018 or later

17526 12831 6867 3202 730

Customer-financing receivables Dec 31 2012 Dec 31 2011

daysfMSEK payments due
Not due 1-30 31-90 90 Total Not due 1-30 31-90 90 Total

Overdue amount - 407 331 404 1142 - 391 230 648 1269

Valuation allowance for doubtful customer
_

frnanerngrece.vat7tes
-- 94 ..__ 4 ._ _. 43 - T09 258 9g-- f63 W...4fJý t72 374

Customer-financing receivables

net book value 64 365 288 295 884 99 328 190 476 895

The table above presents overdue payments within the customer financing operations in relation to specific reserves. It is not unusual for a receivable

to be settled a couple of days after its due date which impacts the age interval of 1-30 days.
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Customer-financing receivables cont.

Change of valuation allowance for doubtful The total contractual amount to which the overdue payments pertain are

customer-financing receivables 2012 2011 presented in the table below. In order to provide for occurred but not yet

Valuation allowance for doubtful customer-financing
identified customer-financing receivables overdue there are additional

receivables as of December 31 preceding year 1150 1325
reserves of 833 776. The remaining exposure is secured by liens on the

New valuation allowance charged to income 835 910 purchased equipment and in certain circumstances other credit enhance

_..._____.____..___._._-______ - - - -- - - ments such as personal guarantees credit insurance liens on other propertyReversal of valuation allowance charged to income 252 250
owned by the borrower etc.

Utilization of valuation allowance related to
Collaterals taken in possession that meet the recognition criteria amounted

actual losses 575 821
to 200 412 as of December 31 2012.

differences 67 14
Valuation allowance for doubtful

customer-financingreceivables as of December 31 1091 1150

Customer financing receivables Dec 31 2012 Dec 31 2011

total exposure Not due 1-30 31-90 90 Total Not due 1-30 31-90 90 Total

Customer financing receivables 72068 7221 2161 630 82080 70085 6828 1971 965 79849

Concentration of credit risk

Geographic market percentage

Customer concentration of customer-financing portfolio

The ten largest customers in Customer Finance account for 6.2 % 5.6 of the
Europe 43.0%

total asset portfolio. The rest of the portfolio is pertinent to a large number of .

North America 29.5 A
customers. This way the credit risk is spread across many markets and among 14

Asia 12.8%
many customers.

South America 14.6%

Concentration by geographical market Xf
Other markets 0.10/b

The adjacent table discloses the concentration of the customer-financing

portfolio divided into geographical markets.
.. ate.ý.--.-Read

more about the Volvo Groups overall description credit risks in Note 4
Financial-risk management.

Read more about Volvo Financial Services trend during the year on

page 66.

NOTE 1
1 RECEIVABLES

Non-current receivables Dec 31 Dec 31
SOURCES OF ESTIMATION UNCERTAINTY 2012 2011

Credit loss reserves
Other interest-bearing loans to external parties 76 98

The establishment of credit loss provisions for account receivables is recog
Other interest bearing financial receivables 261 596

her_financial-receivables 767
1ýizýd asso6nas it pTab-Ie-that cre- tit-fasa-has-in-cuuedA-cmdit bsstra -- -------- - .---- ------incurrentwhen there has been an event that has triggered the customers Other receivables 2552 2184

inability-jo_pa As_o December 31.2012._the totalcre lit ss.a.serves f zf
_.-- - --- _ _ý

account receivables amounted to 2.41% 257 of total account receivables. as of Deember31receivables 3156 5009

Refer to Note 4 regarding credit risk. 1 Of non-current receivables 1190 2822 pertains to financial instruments.
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Current receivables Dec 31 Dec 31 Credit risks in accounts receivable

2012 2011

Loans to external parties
-

1
Change of valuation allowance Dec 31 Dec 31

-.__...__._...___
- for doubtful accounts receivable 2012 2011

Other interest-bearing financial
receivables 2574 666

Accounts receivable 27349 27699 Valuation allowance for doubtful accounts

Prepaid expenses and accrued income 2392 2761 recivables as of December 31 preceding year 731 721

VAT receivables 3573 3387 New valuation allowance charged to income 219 175

Other financial receivables 1220 1746 Reversal of valuation allowance charged
...-..... ....... .... _._ - ..........

Other receivables 5304 5932 to income 147 126- -- -------Currentreceivables after deduction of Utilization of valuation allowance related

valuation allowances for doubtful to actual losses 88 100

accounts receivable 42412 42191 Acquired and divested operations 8 33

Translation differences 40 5

1 Of current receivables 31143 30133 pertains
to financial instruments.

------

Reclassifications etc. 8 24

Valuation allowance for doubtful accounts

receivables as of December 31 675 731

Refer to Note 4 for more information regarding the Volvo Groups financial risks.

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

financing receivables.

Refer to Note 30 for information
regarding goals

and policies for financial

instruments.

Age analysis of portfolio value Dec 31 2012 Dec 31 2011

- Accounts receivable
Not Due 1-30 31-90 90 Total Not Due 1-30 31-90 90 Total

Accounts receivable gross 25327 1246 533 918 28024 26152 1102 465 711 28430

Provision for doubtful accounts receivable 156 3 25 491 675 155 30 57 490 731

Accounts receivable net 25171 1243 508 427 27349 25997 1073 408 221 27699

NOTE 1 1 INVENTORIES

Inventory Dec 31 Dec 31

ACCOUNTING POLICY 2012 2011

Inventories
Finished products 26013 28985

Inventories are recognized at the lower of cost and net realizable value.
Production materials etc. 14396 15614

The cost is established using the first-in first-out method FIFO and is Inventory as of December 31 40409 44599

based on the standard cost method including costs for all directmanu-facturing
expenses and the attributable share of capacity and other Inventories recognized as cost of sold products during the period amounted

manufacturing-related costs. The standard costs are tested regularly and to SEK 212469 219946 billion.

adjustments are made based on current conditions. Costs for research

and development selling administration and financial expenses are not Increase decrease In allowance

--ctuýded-Net-r-eal4-able-value---is-aict lated as-Ue sellir4g-puce-less---costs fo nventor-y-obsolescence--_- 2012 9ý_L1

attributable to the sale.

Allowance for inventory obsolescence

__..___ - as ýe e b 3 e-pr-eceding-yar - -- _ L624.__.. .3 2
Increase in allowance for inventory

obsolescence charged to income 456 213

Scrapping 390 264SOURCES OF ESTMIýýTCGN UNCERTANTY

Translation differences 92 23

Inventory obsolescence Reclassifications etc. 13 258
If the net realizable value is lower than cost a valuation allowance is estab- Allowance for inventory obsolescence

lished for inventory obsolescence. The total inventory value net of inventory as of December 31 2611 2624

obsolescence allowance was 40409 44599 as of December 31 2012.
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NOTE 8 MARKETABLE SECURITIES AND LIQUID FUNDS

ACCOUNTING POLICY Cash and cash equivalents

Cash and cash equivalents include high liquid interest-bearing securities Dec 31 Dec 31

that are considered
easily

convertible to cash. Interest-bearing securities 2012 2011

that fail to meet this definition are recognized as marketable securities.

Cash in banks 22712 21206

Bank certificates 1019 1492

Marketable securities
Time deposits in banks 2028 7681

Marketable securities comprise mainly interest-bearing securities distributed
- Cash and cash equivalents as of

as shown below
December 31 25759 30379

1 Bank certificates which matures within three months of the date of acquisition.

Dec 31 Dec 31
2012 2011

Cash and cash equivalents as of December 31 2012 include SEK 0.2

Government securities 131 136 billion 0.7 that is not available for use by the Volvo Group and SEK 9.4

Banks and financial institutions 494 521 billion 9.3 where other limitations exist mainly liquid
funds in countries

Real estate financial institutions 2505 6205
where exchange controls or other legal restrictions apply. With that it

is

not possible to immediately use the liquid funds in other parts of the Volvo

1 Marketable securities

as of December 31 3130 6862 Group however normally there is no limitation for use for the Volvo Groups

.. - 1 - 1
1 _ 11

1

operation in the respective country.

NOTE 9 1 EQUITY AND NUMBER OF SHARES

executives executives in the Volvo Group as accelerated allotment. The

ACCOUNTING POLICY transferred treasury shares represent an insignificant portion of the share

capital of AB Volvo.

Earnings per share is calculated as income for the period attributable to Unrestricted equity in the Parent Company as of December 31 2012

the Parent Companys shareholders divided by the Parent Companys amounted to SEK 31346 million 32268.

average number of shares outstanding for the fiscal year.
Diluted earnings

per share is calculated as income for the period attributable to the Parent
Information regarding

Companys shareholders divided by the average number of shares out-
Dec

1

31 Dec 31
number of shares 2012 2011

standing plus the average number of shares that would be issued as an

effect of ongoing share-based incentive programs. If during the year there Own Series A shares 20728135 20728135

were potential shares redeemed or expired during the period these are Own Series B shares 80013209 80264131

also included in the average number of shares used to calculate the earn- Total own shares 100741344 100992266
ings per share after dilution.

Own shares in % of total

registered shares 4.73 --- -_ 4.74

The share capital
of the Parent Company is divided into two series of

Outstanding Series A shares 525816240 642766887

shares A and B. Both series carry the same rights except that each
Outstanding Series B shares 1501862636 1384661067

Series A share carries the right to one vote and each Series B share carries
Total outstanding shares 2027678876 2027427954

the right
to one tenth of a vote. The shares quota value is SEK 1.20.

- - -- - -
Cash dividend decided by the Annual General Meeting 2012 was SEK Total registered Series A shares x544375 b

3.00 2.50 per share or total of SEK 6082.3 million 5068.6. Total registered Series B shares 1581875845 1464925198

ury B-shares with a total quota value of 301106.40 SEK to participants of

Volvo Groups long-term share-based incentive program forGroup and senior Average number of

outstanding shares 2027521257 2027427172
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Earnings per share information regarding shares other 2012 2011

The long-term share-based incentive programs decided by the Annual

General Meeting 2011 create a dilution effect Number of shares December 31 in millions 2028 2027

No other transactions have occurred that affected or will have an effect on Average number of shares before dilution

the compilation of the reported number of shares. in millions 2028 2027

Average number of shares after dilution

in millions 2030 2028

Average share price SEK 88.44 94.84

Net income attributable to Parent

Company shareholders 11039 17751
.._.... ....... - ...... _

Basic earnings per share SEK 5.44 8.76

----------------Dilutedearnings per share SEK 5.44 8.75

Change in other reserves
Available-for-sale

Hedge reserve reserve Total

Balance as of January 1 2012 57 67 10

Change in fair value of commodity contracts 4 4

...._.

Other changes
4 4

Reclassification of shares in Deutz 35 35

Fair value adjustments regarding holdings in Japanese companies
- 32 32

Fair value adjustments regarding other holdings
- 1 1

Balance as of December 31 2012 49 63 14

1 In 2012 an additional 18% of the shares in Deutz AG was acquired and thereby the company is recognized as an associated company.

The Volvo Groups acumulative amount of exchange difference deferred to equity relating to assets held for sale amount to SEK 0 million 33.

Read more about investments in associated companies in Note 5.

0 1 PROVISIONS FOR POST-EMPLOYMENT BENEFITSNOTE

Volvo Groups post-employment benefits such as pensions healthcare present value of obligations at year-end less fair value of
plan assets

and other benefits are mainly settled by means of regular payments to unrecognized actuarial gains or losses and unrecognized unvested past

independent authorities or bodies that assume pension obligations and service costs.

administer pensions through defined-contribution plans. As a supplement to IAS 19 Volvo Group applies UFR 4 in accordance

The remaining post-employment benefits are defined-benefit plans with the recommendation from the Swedish Financial Reporting Board in

that is the obligations remain within the Volvo Group or are secured by calculating the Swedish pension liabilities.

proprietary pension foundations. The Volvo Groups defined-benefit plans For defined contribution plans premiums are recognized as incurred in

relate mainly to subsidiaries in the U.S. and comprise both pensions and profit
and loss according to function

other benefits such as healthcare. Other large-scale defined-benefit IAS 19 will be amended as of January 1 2013.

plans apply to salaried employees in Sweden mainly through the Swedish

ITP pension plan and employees in France and Great Britain.

Read more about new accounting principles 2012 and later in Note 1 and changes

Pen P in Volvo Group financial reporting
in Note 31.

_-ACCOUNTINGP73Lll
UFR 4 states how Swedish special payroll tax and Swedish yield tax should be

accounted for regarding the part of the net pension liability that is attributable to

Swedish entities. Swedish special payroll tax is shown as a receivable/liability on

T Volvo. r a _
Ies_JA5 19_Em Ip _ee_Benefits_forpostemýloymen_ .. _the difference compared to the legal pension liability. Swedish yield tax iscon-..

sideredwhen -estimating
benefits In accordance with IAS 19 actuarial calculations should be 9 exPec ted-return on p an asset

made for all defined-benefit plans in order to determine the present value

of obligations for benefits vested by its current and former employees.

The actuarial calculations are prepared annually and are based upon

actuarial assumptions that are determined close to the balance-sheet SOURCES OF E TIM5Ttt N UNCERTAINTY

date each
year. Changes in the present value of obligations due to revised

actuarial assumptions and experience adjustments constitute actuarial Assumptions when calculating pensions and other

gains or losses. These are expensed according to function over the post-employment benefits

employees average remaining service period to the extent they exceed Provisions and costs for post-employment benefits mainly pensions and

the corridor value for each plan.
health-care benefits are dependent on assumptions used by actuaries in

Deviations between the expected return on plan assets and the actual calculating such amounts. The appropriate assumptions and actuarialcal-return
are also treated as actuarial gains or losses. Provisions for post-

culations are made separately for the respective countries of the Volvo

employment benefits in the Volvo Groups balance sheet correspond to the Groups operations which result in obligations for postemployment benefits.
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Assumptions when calculating pensions and other post-employment benefits cont.

The assumptions include discount rates health care cost trends rates infla-
Assumptions applied for actuarial Dec 31 Dec 31

tion salary growth long-term return on plan assets retirement rates mor- calculations % 2012 2011

tality rates and other factors. Health care cost trend assumptions are based

on historical cost data the near-term outlook and an assessment of likely
Sweden

long-term trends Inflation assumptions are based on an evaluation of exter- Discount rate 3.25 3.50

nal market indicators. The salary growth assumptions reflect the historical Expected return on plan assets2 6.00 6.00

trend the near-term outlook and assumed inflation. Retirement and mortal- Expected salary increase 3.00 3.00

ity rates are based primarily on officially available mortality statistics. The
Inflation 1.50 1.50

actuarial assumptions are annually reviewed by Volvo and modified when

deemed appropriate to do so. Actual results that differ from managements
United States

assumptions are accumulated and amortized over future periods.
Discount rate 3 1.75-3.75 3.00-4.75

Expected return on plan assets2 7.65 7.65

Expected salary increase 3.50 3.00

The following tables disclose information about defined-benefit plans in the
Inflation 2.00 2.00

Volvo Group. Volvo recognizes the difference between the obligations and

the plan assets adjusted for unrecognized actuarial gains and losses in the France

balance sheet. The information refers to assumptions applied for actuarial
Discount rate 3.75 4.50

calculations periodical costs and the value of obligations and plan assets at Expected salary increase 3.00

year-end. The tables also include a reconciliation of obligations and plan Inflation 1.50 1.50

assets during the year and the difference between fair values and carrying

amounts at the balance-sheet date.

Great Britain

Discount rate 4.25-4.60 4.75-5.00

Summary of provision for
Expected return on plan assets2 3.30-4.20 3.60-4.50

post-employment benefits 2012 2011 Expected salary increases 3.20-3.30 3.30-3.40

Inflation 2.70 3.20

Obligations 42472 40358
Fair value of plan assets 24618 23873 1 The discount rate for each country is determined by reference to market yields

Funded status 17854 16485 on high-quality corporate
bonds. In countries where there is no functioning market

.... ---------- - ----.---------- in such bonds the market yields on government bonds are used. The discount rate

Unrecognized actuarial gains and losses 13633 11939
for the Swedish pension obligation is determined by reference to mortgage bonds.

2 Applicable in the subsequent accounting period. These assumptions reflect the

Unrecognized past service costs 248 222 expected long-term return rate on plan assets based upon historical yield rates

Net provisions for post-employment
for different categories of investments and weighted in accordance with the

benefits 3973 4324 foundations investment policy.
The expected return has been calculated net of

- ----- -- - -
administrative expenses and applicable taxes.

Whereof related to Assets held for sale - 64
3 For all

plans except one the discount rate used is within the range 3.00-3.75%

Net provision for post-employment
4.25-4.75.

benefits excluding Assets held for sale 3973 4388
Pension costs 2012 2011

Current year service costs 1071 867

Interest costs 1415 1448

Expected return on plan assets 1437 1405
Actuarial gains and losses 654 326

Past service costs

---Unvested 9 9

- Vested 3 60

Curtailments and settlements 35 50

Termination benefits 20 84

Pension costs for the period

defifred-benefit--darts 1774143_9L--Pension
costs for defined-contribution plans 2356 2032

_
_

W__TafaF pensivecostsfogthe peýtacý
_

3-471
4-712

6

1 For each plan actuarial gains
and losses are recognized as income or expense

when the accumulated amount exceeds the so called corridor. The income or

expenses are then recognized over the expected average remaining service

period of the employees.
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Costs for the period post-employment
An increase of one percentage point per year in healthcare costs would

benefits other than pensions 2012 2011 increase the accumulated post-employment benefit obligation as of

Current year service costs 141 85
December 31 2012 by approximately 166 and the post-employment

benefit expense for the period by approximately 8. A decrease of one
Interest costs 142 148

--...... -- percentage point would decrease the accumulated value of obligations by

Expected return on plan assets 2
approximately 141 and reduce costs for the period by approximately 6.

Actuarial gains and losses 19 9
Calculations made as of December 31 2012 show an annual increase of

Past service costs 8% in the weighted average per capita costs of covered health carebene-Unvested4 5 fits. It is assumed that the percentage will decline gradually to 4.5% until

- Vested 1 2029 and subsequently remain at that level.

Curtailments and settlements 6 35
...._... -..... .......

............

Termination benefits 6 25

Total costs for the periodpost-employ-mentbenefits other than pensions 317 237

1 For each plan actuarial gains and losses are reported as income or expense

when the accumulated amount exceed the so called corridor. The income or

expenses are then recognized over the expected average remaining service

period of the employees.

Obligations in defined-benefit plans Great US
Sweden US France Britain Other Other

Pensions Pensions Pensions Pensions benefits plans
Total

Obligations at January 1 2011 9144 12998 1605 4226 3441 4707 36121

Acquisitions divestments and other changes 1 2 1 2 59 3 66
Current year service costs 246 295 52 31 74 255 953

Interest costs 435 582 70 226 144 145 1602

Past service costs

- Unvested - 4 - - 9 1 14

- Vested - 40 - - - 18 58

Termination benefits 77 - 1 - 26 102

Curtailments and settlements 8 1 - 69 44 7 129
Employee contributions - - - 12 - 4 16

Actuarial gains and losses 24 3 4 925 136 52 115 39 3701

Exchange rate translation
- 301 12 54 66 58 467

Benefits paid 315 782 86 161 169 968 2481
Obligations as of December 31 2011 12012 14360 1765 4369 3577 4275 40358

of which

Funded defined-benefit plans 11624 13925 - 4369 - 1817 31735

Acquisitions divestments and other changes 1362 9 84 0 3 45 1335
Current year service costs 442 299 59 22 131 259 1212

Interest costs 419 576 78 215 138 131 1557

Past service costs - - - - - - -

- Unvested - -
1

- - 1 0
_

--
_...__._.

Vested 1

Termination benefits 21 - - - - 11 32

Curtailments and settlements 7 1 - - 2 122 128
e ca11hibu 4

Actuarial gains and losses 1315 1546 169 390 312 382 4114

e rai.p tra_Exca- 1ao_ -_ 879 ý6ý - 81.
_

-G237$.-ýS62a
Benefits paid 330 763 88 185 184 241 1791
Obligations as of December 31 2012 12510 15129 2002 4740 3737 4354 42472

of which

Funded defined-benefit plans 10934 14645 6 4740 - 2675 33000
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Fair value of plan assets in funded plans
Great

Sweden US France Britain US Other Other

Pensions Pensions Pensions Pensions benefits plans
Total

Plan assets at January 1 2011 7078 9535 - 4393 24 1924 22954
...... -......

Acquisitions divestments and other changes 3 8 - - 6 17__

Expected return on plan assets 426 683 204 92 1405

Actuarial gains and losses 681 628 - 81 96 1324

Employer contributions 756 829 - 91 410 2086

Employee contributions 12 7 19

Exchange rate translation
- 178 - 60 18 220

-ý. .

Benefits paid 2 763 - 161 - 578 1504

Plan assets as of December 31 2011 7580 9842 - 4680 24 1747 23873

Acquisitions divestments and other changes 938 1 6 - 25 956
---. ._. - - - _........... -

Expected return on plan assets 440 733 - 188 - 78 1439

Actuarial gains and losses 133 391 - 147 - 27 698

Employer contributions 25 1022 - 87 139 209 1482
....

Employee contributions - - - 10 - 18 28

Exchange rate translation
- 624 - 86 1 39 750

Benefits paid 1 773 - 189 139 94 1196

Plan assets as of December 31 2012 7239 10592 6 4837 23 1921 24618

Net provisions for post-employment benefits Great US

Sweden US France Britain Other Other

Pensions Pensions Pensions Pensions benefits plans Total

Funded status at December 31 2011 4432 4518 1765 311 3553 2528 16485

Unrecognized actuarial gains and losses 4569 5509 333 341 434 753 11939

Unrecognized past service costs - 54 276 - - - 222

Net provisions for post-employment benefits

as of December 31 2011 137 937 1156 652 3119 1775 4324

Whereof related to Assets held for sale 77 - - - - 13 64

Net provision for post-employment benefits

excluding Assets held for sale 60 937 1156 652 3119 1762 4388

of which reported as

Prepaid pensions
60 1381 - 652 102 82 2277

Provisions for post-employment benefits - 444 1156 - 3221 1844 6665

Funded status as of December 31 2012 5271 4537 1996 97 3714 2433 17854

Unrecognized actuarial gains and losses 5049 5984 478 572 638 912 13633

Unrecognized past service costs - 44 257 5 2 42 248

Net provisions for post-employment benefits

as of December 31 2012 222 1403 1261 664 3078 1479 3973

of which reported as

Prepaid pensions
57 1818 670 89 90 2724

Provisions for post-employment benefits 279 415 1261 6 3167 15696 97

I.9sses amountedto 532 in regards to
- 1 A f-_ cetn er 31 2Q11_ enssQn- bli kiczrý-amQU ted to l 4 ian-assets amountedto.926-and_unrecognized actuarial

Assets held for sale.
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at its formation corresponding to the value of the pension obligations at
Plan assets by category 2011

that time. Since its formation net contributions of 2253 whereof 25 during

Shares and participations Volvo 246 1% 2012 have been made to the foundation. The plan assets in the Volvo

Groups Swedish pension foundation are invested in Swedish and foreign
Shares and participations other 9565 40%

stocks and mutual funds and in interest-bearing securities in accordance

Bonds and interest-bearing with a distribution that is determined by the foundations Board of Directors.
securities 12460 52%

As of December 31 2012 the fair value of the foundations plan assets

Property 644 30% amounted to 7217 7554 of which 31% 31 was invested in shares or

Other 958 4% mutual funds. At the same date retirement pension obligations attributable

to the ITP plan amounted to 12140 11624.

Swedish companies can secure new pension obligations throughbalance-sheet
provisions or pension-fund contributions. Furthermore a credit

insurance policy must be taken out for the value of the obligations. InPlan assets by category 2012
addition to benefits relating to retirement pensions the ITP plan also

nz includes for example a collective family pension which the Volvo Group
Shares and participations Voivo 333 1%

finances through an insurance
policy with the Alecta insurance company.

Shares and participations other
According to an interpretation from the Swedish Financial Reportinglooal al%
Board this is a multi-employer defined-benefit

plan.
For fiscal year 2012

Bonds and
interest-bearing the Volvo Group did not have access to information from Alecta that would

I securities 11750 48%
have enabled this plan to be reported as a defined-benefit plan.Accord-Property766 3%
ingly the plan has been recognized as a defined-contribution

plan.Alec-Other1728 7% tas funding ratio is 129% 113.

The Volvo Groups subsidiaries in the United States mainly secure their

- - - - -
pension obligations through transfer of funds to pension plans.

At the end

Actual return on plan assets amounted to 2124 81. of 2012 the total value of pension obligations secured by pension plans

of this type amounted to 14645 13925. At the same point in time the

Actuarial gains and losses 2012 2011
total value of the plan assets in these plans amounted to 10592 9842
of which 54% 54 was invested in shares or mutual funds. Theregula-Experiencebased adjustments in obligations 412 3492
tions for securing pension obligations stipulate certain minimum levels

Experience based adjustments in plan assets 698 1324
concerning the ratio between the value of the plan assets and the value

Effects of changes in actuarial assumptions 3702 209 of the obligations. During 2012 Volvo Group contributed 1022 829 to

Actuarial gains and losses net 3416 5025 the American pension plans.

During 2012 the Volvo Group has made extra contributions to the pension
The Volvo Groups pension foundation in Sweden was formed in 1996 to plans in Great Britain in the amount of 87 91.
secure obligations relating to retirement pensions for salaried employees in In 2013 the Volvo Group estimates to transfer an amount of about SEK
Sweden in accordance with the ITP plan a Swedish individual pension 1 billion to pension plans.

plan. Plan assets amounting to 2456 were contributed to the foundation

NOTE I OTHER PROVISIONS

or write-down of the
carrying

value of these assets. If the residual value risks

ACCOUNTING POLICY
pertain to products which are not reported as assets in the Volvo Groups

balance sheet these risks are reflected under the line item current
provisions.

Provisions

Provisions are recognized when a legal or constructive obligation exists as a Refer to Note 7 for more information
regarding Income.

result of a past event and it is probable that an outflow of resources will be

required to settle the obligation and the amount can be reliably estimated. Provision for product warranty

Fatimated-provisionfar--product nrarsaaties arP repod d ufie the pmducfs

Provisions for residual value risks are sold. The
provision includes both contractual warranty and so called

Resi.duatvalue..xsks__areattributablE_to_.aperating lease contracts-or-sales goodwill warranty and is determined based on historical statisticsconsider-knownrovements ctransactions combined with buy-back agreements or residual value guaran- rn9g qualify imý bsts fiorýemedy of defaulfs etc Provision

tees. Residual value risks are the risks that the Volvo Group in the future for campaigns in connection with specific quality problems are reported

would have to dispose used products at a loss if the
price development of

when the campaign is decided.

these products is worse than what was expected when the contracts were

entered. Provisions for residual value risks are made on a continuing basis Provision for Restructuring costs

based upon estimations of the used products future net realizable values. A provision for decided restructuring measures is reported when a detailed

The estimations of future net realizable values are made with consideration plan for the implementation of the measures is complete and when this

to current prices expected future price development expected inventory plan is communicated to those who are affected. Restructuring costs are

turnover period and expected direct and indirect selling expenses. If the reported as a separate line item in the income statement if they relate to

residual value risks pertain to products that are reported as tangible assets a considerable change of the Group structure. Other restructuring costs

in the Volvo Groups balance sheet these risks are reflected by depreciation
are included in Other operating income and expenses.
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