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FINANCIAL INFORMATION 2012 »>

NOTES TO FINANCIAL STATEMENTS

SCURCES OF ESTIMATION UNCERTAINTY

Residual value risks

In the course of its operations, the Volvo Group is exposed to residual value
risks through operating lease agreements and sales combined with repur-
chase agreements. Residual value commitments amount to 15,906 (14,349)
at December 31, 2012. Residual value risks are reflected in different ways in
the the Volvo Group consolidated financial statements depending on the
extent to which the risk remains with the Volvo Group.

In cases where significant risks pertaining to the product remain with the
Volvo Group, the products, primarily trucks, are generally recognized in the
balance sheet as assets under operating leases. Depreciation for these
products are recognized on a straight-line basis over the term of the commit-
ment and the depreciable amount is adjusted to agree with estimated net
realizable value at the end of the commitment. The estimated net realizable
value of the products at the end of the commitments is monitored individually
on a continuing basis. A decline in prices for used trucks and construction
equipment may negatively affect the Volvo Group's operating income. High
inventories in the truck industry and the construction equipment industry
and low demand may have a negative impact on the prices of new and used
trucks and construction equipment. In monitoring estimated net realizable
value of each product under a residual value commitment, management
makes consideration of current price-level of the used product model, value
of options, mileage, condition, future price deterioration due to expected
change of market conditions, alternative distribution channels, inventory
lead-time, repair and reconditioning costs, handling costs and overhead
costs in the used product division are more. Additional depreciations and
estimated impairment losses are immediately recognized in the Income
Statement.

The total risk exposure for assets under operating lease is regognized
as current and non-current residual value liabilities.

3> Read more about residual value risks for liabilities in Note 22.

If the residual value risk commitment is not significant, independent from the
sale transaction or in combination with a commitment from the customer to
buy a new product in connection to a buy-back option, the asset is not recog-
nized on the balance-sheet. Instead, the risk exposure is reported as a residual
value provision equivalent to the estimated residual value risk.

To the extent the residual value exposure does not meet the definition
of a provision, the remaining residual value risk exposure is reported as a
contingent liability.

>> Read more about contingent liabilities in Note 24.

Provision for product warranty

Warranty provisions are estimated with consideration of historical claims
statistics, the warranty period, the average time-lag between faults occurring
and claims to the company and anticipated changes in quality indexes.
Estimated costs for product warranties recognized as cost of sales when
the products are sold. Estimated warranty costs include contractual warranty
and goodwill warranty (warranty cover in excess of contractual warranty or
campaigns which is accepted as a matter of policy or normal practice in
order to maintain a good business relation with the customer). Differences
between actual warranty claims and the estimated claims generally affect
the recognized expense and provisions in future periods. Refunds from
suppliers, that decrease Volvo Group's warranty costs, are recognized to
the extent these are considered to be certain. As of December 31, 2012
warranty cost provisions amounted to 8,889 (8,652).

Legal proceedings

The Volvo Group recognizes obligations as provisions or other liabilities
only in cases where Volvo Group has a present obligation from a past
event, where a financial responsibility is probable and Volvo Group can
make a reliable estimate of the size of the amount. When these criteria are
not met, a contingent liability may be recognized.

The Volvo Group regularly reviews the development of significant out-
standing legal disputes in which the Volvo Group companies are parties, both
civil law and tax disputes, in order to assess the need for provisions and
contingent liabilities in the financial statements. Among the factors that Volvo
Group considers in making decisions on provisions and contingent liabilities
are the nature of the dispute, the amount claimed, the progress of the case,
the opinions or views of legal counsels and other advisers, experience in
similar cases, and any decision of Volvo Group's management as to how the
Volvo Group intends to handle the dispute. The actual outcome of a legal
dispute may deviate from the expected outcome of the dispute. The differ-
ence between actual and expected outcome of a dispute might materially
affect future financial statements, with an adverse impact upon the Volvo
Group's results of operation, financial position and liquidity.

3» Read more about the Volvo Group's gross exposure for contingent liabilities in
Note 24.

Carrying Carrying
value Acquired value
as of and Translation Other as of Of which Of which
Dec 31, divested differ- reclassi- Dec 31, due within due after
2011 Provisions  Reversals  Utilizations companies ences fications 2012 12 months 12 months
Warranties 8,652 7,687 (738) (6,036)77“ ,,,,,_(_3) - (326) (347) 8889 5,630 3,359
T P T e - . e —— e B T —
_operations 488 160 a7 (2382) 0 (22) 0 377 377 0
Restructuring measures 199 1,300 (60) (305) 0 (38) 10 1,106 718 388
Provisions for residual
value risks 741 220 ©7) (157) o (19) 14 732 308 424
Provisions for service
contracts 380 321 e» @n 0 O (@2 38 213 16
Dealer bonus . ..2083 3369 (105 (2893 0 = (63 (60) 2271 2189 82
Other provisions 2,686 3,400 (733) (2,609) 97 (166) 320 2,995 1,641 1,354
Total 15,179 16,447 (1,784) (12,449) 94 (643) (85) 16,759 10,376 57783

Long-term provisions as above is expected to be settled within 2 to 3 years.

)» Read more in Note 8 regarding restructuring.



NOTE 22 l LIABILITIES

Non-current liabilities

The tables below disclose the Volvo Group's non-current liabilities in which
the largest loans are listed by currency. The main part are issued by Volvo
Treasury AB. Information regarding loan terms refer to December 31, 2012.
The Volvo Group hedges foreign-exchange and interest-rate risks using
derivative instruments.

3¥ Refer to Note 4 Goals and policies in financial risk management and Nots 30
Financial Instruments for more information.

Dec 31, Dec 31,

Bond loans Actual interest rate Dec 31, 2012, % Effective interest rate Dec 31,2012, % 2012 2011
EUR 2007-2012/2014-2024 0.74-9.89 0.74-9.89 20,725 16,591
SEK 2007-2012/2014-2017 1.90-5.71 1.91-671 15131 15904
USD 2009/2015_ , 5.98 598 agel 5165
GBP 2009/2014 - 6.04 ) 618 523 532
CNY 2012/2015 ' 3.80-5.93 3.80-6.06 1852 -
’ Bond loans as of December 31' 43,092 38,192

1 Of which loans raised to finance the credit portfolio of the customer financing operations totalled 29,044 (24,501).

Actual interest rate Effective interest rate Dec 31, Dec 31,

Other loans Dec 31,2012, % Dec 31,2012, % 2012 2011
USD 2008-2012/2015-2018 0.56-7.50 0.56-7.76 7,902 8,883
'EUR 2005-2012/2014-2027 1.49-6.50 1.560-6.50 2127 2,409
GBP 2011/2014 198 199 902 925
SEK 2007-2011/2015-2017 1.52-3.22 153-3.22 4,270 5,457
CAD 2012/2015 o 3.06 3.10 675 1,439
MXN 2009-2012/2014-2016 5.74-8.99 5.89-9.37 1,673 1,470
JPY 2007-2012/2014-2017 0.60-1.40 0.60-1.41 7,837 13,132
CHF 2011/2013 1.07 1.07 - 736
'BRL 2007/2020 4.15 4,28 5,807 5,081
AUD 201272015 4.81 6.05 690 1,054
Otherloans - 4,617 5,609
Revaluation of outstanding derivatives to SEK 1,933 1,670
Other loans as of December 31" 38,433 47,765
Bond loans and other loans as of December 31 81,525 85,957
Deferred leasing income 2,247 2,000
Residual value liabilities 4,439 3,608
Accrued expenses service contracts 2,648 1,996
Other non-current financial liabilities 609 701
Other non—current liabilities 871 2,142
Other liabilities as of December 31 10,714 10,447
Non-‘current liabilities as of December 31 92,2;39 96,404

1 Of which loans raised to finance the credit portfolio of the customer financing operations 16,874 (24,517). Volvo Treasury employs cross-currency interest swaps 1o be
able to offer lending and borrowing in various currencies without increasing Volvo Group's risk. The table on page 95 presents Industrial operations financial net position,

Of the above loans, 3.723 (516) was secured.

% Refer to Note 23 for an explanation of changes to assets pledged.

Non-current loans mature as follows:

2014 27,617
2015 S 121 1
2016 ) N ) 18071
2017 B 14,856
2019 or later - 5,013
Total 81,525

3> Refer to Note 15 for maturities of non-current customer financing receivables.

The major part of other non-current liabilities will mature within five years.

At year-end 2012, credit facilities granted but not utilized and which
can be used without restrictions amounted to approximately SEK 33,1
billion (33.6). These facilities consisted of stand-by facilities for loans with
varying maturities through 2013 to 2017. A fee is normally charged for the
unused portion of credit facilities and is recognized in profit or loss under
other financial income and expenses.

-.-including.pensions. listed by currency. Of non=current liabilities, 82,153 (87,923) pertains to financial instruments. 3} Refer aiso to Note 30 Financial instruments.

»
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Current liabilities

Current liabilities Dec 31, Dec 31,
2012 2011
‘Bank loans o ) 9172 1 2,639
Qther loans 41,145 31,883
Current liabilities as of December 31' 50,317 44,522

1 Of which loans raised to finance the credit portfolio of the customer financing
operations amount to 39,259 (31,844) and financial derivatives at fair value
43 (1,362).

Bank loans include current maturities of non-current loans 2,586 (5,803).
Other loans include current maturities of non-current loans, 22,173
(17,681), and commercial paper, 13,535 (8,393). Non-interest-bearing
current liabilities accounted for 80,788 (99,152), or 62% (69) of the Volvo
Group's total current liabilities.

%

NOTE 23 } ASSETS PLEDGED

Dec 31, Dec 31,

2012 201

Property, plant and equipment - mortgages 97 128
Assets under operating leases 150 265
Receivables 3781 1,333
Cash, loans and marketable securities 32 8
Other assets pledged 39 28
Total L 4,099 1,832

NOTE 24 ! CONTINGENT LIABILITIES

g'lj) ACCOUNTING POLICY

Contingent liabilities
A contingent liability is recognized for a possible obligation, for which it is
not yet confirmed that a present obligation exists that could lead to an

outflow of resources; or for a present oDﬁgﬁti‘cinﬁha‘tﬁogwo‘t—m%ﬁhe—thumfbeen—redﬁeed—beeaus&eﬁeeuﬁ%%g&araﬂtee&peeeived@peiher--.;_f_..

definitions of a provision or a liability as it is not probable that an outflow

-—of resources.willbe required to.settle the abligation or when a sufficiently

Other current liabilities Dec 31, Dec 31,

2012 2011

Ailvanges ireot SLSIHErS - 3960 2642

sranﬂd"vvrithholdmg taxes B 7,9Q1 - __8,041

1,785 2,099

_Ag_crued expenses and prepaid income - 10,925 '1‘2‘528

Deferred leasing income 1,793 1,683

Residual value liability 1,705 1,783

Other financial liabilities 254 367

Other liabilities 74449 5,120
Other current liabilities

32,771 35,263

as of Decgmpgr 31

Current liabilities also include trade payables of 47,364 (56,788), current
tax liabilities of 653 (2,391) and non interest-bearing and interest-bearing
liabilities held for sale, as disclosed in Note 3. Secured bank loans at year-
end 2012 totalled 113 (127). The corresponding amount for other current
liabilities amounted to 1,581 (584). Of current liabilities including trade
payables, 97,992 (102,331) pertains to financial instruments.

YY) Refer to Note 23 for an explanation of changes to assets pledged.

At year-end, liabilities for which the above assets were pledged totalled
3,722 (1,227).

In 2012 an asset-backed securitization was completed. Under the terms
of the transaction, 4,361 of securities were issued tied to US-based loans,
secured by Customer Finance receivables recognized on the balance-
sheet with trucks and construction equipment assets as collaterals.

‘

Tax claims amounting to 861 (521) pertain to charges against the Volvo
Group for which provisions are not considered necessary.

Other contingent liabilities include for example bid and performance
clauses and legal proceedings.

The recognized amounts for contingent liabilities reflect the Volvo
Group's risk exposure on a gross basis. The recognized amounts have

collaterals in cases where a legal offsetting right does not exist. As of

December 31, 2012, the estimated value of counter guarantees received

reliable estimate of the amount cannot be made.

Contingent liabilities Dec31, ~  Dec3i,
2012 2011
Credit guarantees issued for customers and
others ... 950 8970
Tax claims _ 861 521
_RéAswitA:Iuélrva‘lue ghérantées o - ‘3,3-17‘ N 2,969
Other contingent liabilities 4,045 4,694
Contingent liabilities as of December 31 17,763 17,154

"and other collaterals, for example the estimated net selling price of used

products, amounted to 4,216 (3,726) and mainly pertains to credit guar-
antees and residual value guarantees.

3Y For more information regarding residual value guarantees, see note 21.

Legal proceedings

In July 1999, Volvo Truck Corporation (VTC) and Volvo Construction Equip-
ment (VCE) entered into a Consent Decree with the U.S. Environmental
Protection Agency (EPA). The Consent Decree stipulated, among other
provisions, that new stricter emission requirements for certain engines that
would come into effect on January 1, 2006, should be applied by VTC and



VCE from January 1, 2005. The Consent Decree was later transferred from
VTC and VCE to Volvo Powertrain Corporation. During 2008, the EPA
demanded stipulated penalties from Volvo Powertrain Corporation in the
amount, including interest, of USD 72 M, alleging that the stricter standards
under the Consent Decree should have been applied to engines manufac-
tured by Volvo Penta during 2005. Volvo Powertrain disagrees with EPA's
interpretation and is defending the case vigorously based on, among other
grounds, the fact that the Volvo Penta engines were not subject to the
Consent Decree. The dispute was referred to a U.S. court. On April 13,
2012, The United District Court of the District of Colombia handed down a
decision in favor of EPA, and ordered Volvo Powertrain to pay penalties and
interest of approximatley USD 72 M. Volvo Powertrain has appealed the
decision. As of December 31, 2012, an amount of SEK 65 M has been set
as a provision and SEK 404 M has been retained as a contingent liability.

Volvo Group is subject to investigations by competition authorities.
Volvo Group is cooperating fully with the respective authority.

In September 2010, Volvo Trucks' and Renault Trucks' UK subsidiaries
have, together with a number of other international truck companies,
become the subject of an investigation initiated by the Office of Fair Trad-
ing (OFT), the British competition authority. In June 2012, OFT decided to
close its investigation on the grounds that it considers the European
Commission to be best placed to act in the matter. The OFT has reserved
its right to reopen the investigation.

In January 2011, the Volvo Group and a number of other companies in
the truck industry became part of an investigation by the European Com-
mission regarding a possible violation of EU antitrust rules.

e

NOTE 25 ! TRANSACTIONS WITH RELATED PARTIES

Transactions between AB Volvo and its subsidiaries and joint ventures,
which are related parties to AB Volvo, have been eliminated in the group
and are not disclosed in this note.

The Volvo Group engages in transactions with some of its associated
companies. The transactions consist mainly of sales of vehicles to dealers
and purchases of engines.

2012 2011
‘Sales to associated companies 1,670 1,296
Purchase from associated companies 702 60
Receivables from associated companies,
Dec 31 o 242 186
Liabilities to associated companies,
Dec 31 632 129

The increase in purchases and liabilities is explained by Deutz AG, which is
an associated company from September 2012. Commercial terms and mar-

In April 2011, the Volvo Group’s truck business in Korea and a number
of other truck companies became the subject of an investigation by the
Korean Fair Trade Commission.

Given the nature of the ongoing investigations initiated by competition
authorities, the Volvo Group cannot exclude that they may affect the Group’s
result and cash flow with an amount that may be material. However, as
regards the investigation initiated in Europe, it is too early to assess whether
and when such effect may occurand hence if and when it could be accounted
for. The Volvo Group has therefore not reported any contingent liability or any
provision for the investigation initiated in Europe. Concerning the investiga-
tion initiated in Korea, a contingent liability has however been recongnized.

In May 2011 Volvo Penta became part of an investigation by the European
Commission regarding a possible violation of EU antitrust rules. In June 2012,
the European Commission closed the investigation without further actions.

Global companies such as the Volvo Group are occasionally involved in
tax processes of varying scope and in various stages. Volvo Group regularly
assesses these tax processes. When it is probable that additional taxes
must be paid and the outcome can be reasonably estimated, the required
provision is made.

Volvo Group is also involved in a number of other legal proceedings.
Volvo Group does not believe that any liabilities related to such proceed-
ings are likely to entail any risk, in the aggregate, of having a material
effect on the financial position of the Volvo Group.

Until December 2012 Renault s.a.s was a related party to the Volvo Group
due to its holding in AB Volvo. In December 2012 Renault s.a.s sold their
Volvo shares. Sales to and purchases from Renault s.a.s. and its subsidiaries
amounted to 29 (63) and 1,719 (2,321). Receivables from and liabilities to
Renault s.a.s. is not included for 2012 and totalled 11 and 372, respectively,
as of December 31, 2011. Sales were mainly from Renault Trucks to Renault
s.a.s. and comprised components and spare parts. Purchases were mainly
made by Renault Trucks from Renault s.a.s. and primarily comprised light
trucks. Renault Trucks has a license from Renault s.a.s. for the use of the
trademark Renault.

During the year AB Volvo divested an apartment to a former member of
Group management to market value for 10.

) Refer to Note 5 regarding the Volvo Group’s share in associated companies.

ket prices apply for the supply of goods and services to/from associated
companies.
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Intangible assets, acquisition costs Capitalized product

Entrance fees, and software Other intangible ~ Total intangible
Goodwill' industrial programs development assets? assets
Acquisition cost as of Dec 31, 2011 22,688 224 29,737 6,148 58,697
Capital expenditures?® = 93 5,385 22 5,500
: pr‘ﬁn-g e e - T DR (1]75 X ==t
nd dxves(ed operauons - ) 588 (3,182) T (2109) 52 (4 651)
Translatlon dlfferences T (1,380) o at) T (1,465) o (550) B @, 406)
‘Reclassified to assets held for sale 297 3,198 1,958 60 5513
Reclassifications and others B o - (19) (23) (80) ) (122)
Acquisition cost as of Dec 31, 2012 22,093 289 31,745 5,641 59,768
Capital expenditures? - 164 3,750 51 3,955
Sales/scrappﬁg o - e o - o ) N (i8) S (23)i
Acqurred and leeS‘iQd operatlons S 21 = (5) o T 1_5
Translation differences - ke 24 @ (1,926)
Reclass(ﬁed Lo assets helé for sale e L , S — - A _
ReclaSSlflcahons and other - T 32 T 48 T (162) - ) (132) B (214)
Acquisition cost as of Dec 31, 2013 21,412 515 34,535 5,113 61,575
Accumulated amortization Capitalized product
and impairment ) ~ Entrance fees, and software Other intangible ~ Total intangible
Goodwill'  industrial programs development assets? assets
Accumulated amortization and impairment
as of Dec 31,2011 - 33 18,331 2,655 20,919
Amortization and impairment® - B5 ) 2,020 352 3,134
Sales/scrappmg 4 e o S s (1 739 - (11) (1 74531
Acquired and divested operatnons S T T T 1883 o (547) ) (29) (2,209)
Translation differences o — ) m ) I CE D a a3y 110
Reclassified to assets held for sale e T 1.602 T ) 672 o 24 ' ) N 2198
Reclassifications and other o T - (6) o (38) (73)‘ ) a17)
Accumulated amortization and impairment
as of Dec 31,2012 - 50 18,375 2,645 21,070
Amortization and 1mpa(rment5 = 18 3,282 297 3,597
Revaluatlon ) o o 1,458 - o = = 1,458
Sa|es/scrapy;|ng S S . . — e ..,,,.--n.,_:;:v,(ﬁ),_v,v - - - e
Acquired and dwesﬂ.éd operatlons o T - - ) I 2
Translatson d!fferences S = (685)
Reclassxfled from assets held for sale S B ;; - o
Reclassifications and other o = N (210) (155) (317)
Accumulated amortization and impairment
as of Dec 31,2013 1,458 120 20,754 2,655 24,987
Net value in balance sheet
a5 of December 31, 2012° 22088 239 13370 2996 38698
Net value in balance sheet
as of December 31, 20134 19,954 395 13,781 2,458 36,588

1 Includes on the date of IFRS adoption, costs of 14,184 and accumulated amortization of 3,863.
2 Other intangible assets mainly consist of trademarks and distribution networks.

3 Includes capitalized borrowing costs of 35 (295).

4 Costs less accumulated, amortization and impairments.

5 Of which impairments 4 (83).

“Goodwill per Business Area

Trucks 10 915 11,620
Construction Equment o - 7 536 3,462»
‘Buses o 996 1 939
Volvo Rents o . 4. - 1469
Other business areas ‘ o " 507 503
Total goodwill value 19,954 22,093

703 2012 T ' ' -
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NOTE 1 3 ‘ TANGIBLE ASSETS

d!b ACCOUNTING POLICIES

Tangible assets

The Volvo Group applies the cost method for measurement of tangible
assets. Borrowing costs are included in the acquisition value of assets
that is expected to take more than 12 months to complete for their intended
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 are rec-
ognized at cost. Information regarding the estimated fair value of invest-
ment properties is based on an internal discounted cash flow projections.
The required return is based on current property market conditions for com-
parable properties in comparable locations. The applied valuation method
is classified as level 3 as per the fair value hierarchy in IFRS 13 and there
have not been any changes in valuation method during the year.

Depreciation and impairment

Property, plant and equipment are depreciated over their useful lives.
Useful lives are based on estimates of the period over which the assets
will generate revenue.

Depreciation is recognized on a straight-line basis based on the cost of
the assets, adjusted in appropriate cases by impairments, and estimated
useful lives. Depreciation is recognized in the respective function to which
it belongs. Impairment tests for depreciable non-current assets are per-
formed if there are indications of impairment at the balance-sheet date.

Depreciation periods

Type-specific tools

_ 2o B years
Assets under operating 'Q?E?S» o

3 to 5 years
5t020years
25 to 50 years

~ 20years

Land improvements

SCURCES OF ESTIMATION UNCERTAINTY

Impairment of tangible assets

If, at the balance-sheet date, there is any indication that a tangible asset
has been impaired, the recoverable amount of the asset should be esti-
mated. The recoverable amount is the higher of the asset's net selling
price and its value in use, estimated with reference to management's pro-
jections of future cash flows. If the recoverable amount of the asset is less
than the carrying amount, an impairment loss is recognized and the carry-
ing amount of the asset is reduced to the recoverable amount. Determina-
tion of the recoverable amount is based upon management's projections
of future cash flows, which are generally made by use of internal business
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
Acqulsition cast pe A e T - DSt Pl miahr g
Buildings ments ment®  advance payments plant and equipment leases assets
Acquisition costs as of Dec 31, 2011 31941 13,221 70,184 6,230 121,576 32,565 154,141
_Capital expenditures' 194 344 8037 8024 9199 9986 19,185
Sales/scrapping @3 @)  (@n5 3) (2394 (5229) (7,623)
Acquiedand dvested operations (660 @ @24 @) (5008 69 (4931
Translation differences 762) (273 (g2 (59 @019  (1438)  (8457)
Reclassified from assets held for sale 706 49 4584 57 5,396 219 5615
Reclassifications and other 1,211 253 1853 (3,560) (243) 2,196 1,953
Acquisition costs as of Dec 31, 2012 31,995 12,553 69,474 7,487 121,509 38,368 159,877
Capital expenditures' 649 86 1,753 5,967 8,455 8,262 16,717
‘Sales/scrapping 1) (40) (3,291) ey (3724)  (5847) (9,571
Acquired and divested operations (65 (98 (1) 8 (229 27) (@456)
Translation differences  (1,252)  (1176)  (2,435) (137) (5,000 495 (4,505)
Reclassified toassetsheld forsale  (1309)  (289) ®n @y (2500 (6855 (9,355)
Rectassifications-and-other +229 128 6529 {8.483) (597) 1527 930
Acquisition costs as of Dec 31, 2013 30,875 1,164 71,099 4,776 17,914 35723 153,637

138



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, 2011 16,251 1,185 50,286 = 67,672 8,643 76,315
qu[eciatiqn‘ - o 1168 g1 4,624 e 5,883 5616 11,499
les/scrag e (102) 13 (,830) N Q945 (2577)  (4,522)
Acquired and divested operations (499 ey (2873 ST ~ (3,398) (162) (3,558)
Translation df es (aen) 6D (8.052) . 2600 (385)  (4,645)
Reclagsined fom assets helndon sale kL N 5008 3522 109 3681
Reclassifications and other (73) (18) (65) - (156) (1,898) (2,054)
Accumulated depreciation
as of Dec 31,2012 16,114 1,113 50,093 - 67,320 9,346 76,666
Depreciation® ) - T 18 ;L e G221 6la6 12,367
SBleSTSCIAROng e (252) ©®  Bos) T (3335 _ (2790)  (6.125)
#oguilied and divested opemtions I e 6y - _ o3 {72} AL
Transiationdifferences Lo ey @iee) - Gue 218 (2,899
Petiasetied [.aesets hed larsale G (268 - {asm) = 0,238 ()56
Reclassifications and other 5 (342) - (406) (1,559) (1,965)
Accumulated depreciation
as of Dec 31,2013 15,428 1,124 49,129 - 65,681 10,051 75,732
Net value in balance sheet
as of Dec 31, 2012%° 15,881 11,440 19,381 7,487 54,189 29,022 83,211
Net value in balance sheet
as of Dec 31, 2013%° 15,447 10,040 21,970 4,776 52,233 25672 77,905

1 Includes capitalized borrowing costs of 73 (134).

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 650 (195).

5 Of which, investment property 327 (754) and property, plant and equipment 51,906 (53,435).

Reclassifications and other mainly consist of assets under operating lease
related to legal sales transactions, where revenue is deferred and accounted
for as operating lease revenue. Assets classified as inventory will, when the
operating lease model is applied for revenue recognition, be reclassified
from inventory to assets under operating leases, when the legal sales
transaction occurs. If the product is returned after the lease period, there
will again be a reclassification from assets under operating leases to in-
ventory. When a buy-back agreement has expired, but the related product
is not returned, the cost and the accumulated depreciation 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 prop-
erty, plant and equipment.

Investment properties

The acquisition value of investment properties at year-end amounted to
689 (1,474) after reclassification of certain properties to Assets held for
sale. Capital expenditures during 2013 amounted to 9 (22). Accumulated
depreciation amounted to 362 (720) at year-end, of which 26 (45) refers to
2013. The estimated fair value of investment properties amounted to SEK
0.6 billion (2.3) at year-end. Before reclassification to assets held for sale,
98% of the area available for lease were leased out during the year (95).
Net income for the year was affected by 259 (220) in rental income from
investment properties and of 63 (44) in direct costs.
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NOTE 1 4 } LEASING

dp, ACCOUNTING POLICIES

Volvo Group as the lessor

Leasing contracts are defined in two categories, operational and financial
leases, depending on the contract’s financial implications. Operational
leasing contracts are recognized as non-current assets in Assets under

Volvo Group as a lessee
As of december 31, 2013, future rental payments (minimum leasing fees)
related to non-cancellable leases amounted to 4,570 (3,817).

Future rental payments are distributed as follows:

Finance ~ Operating
operational leases. Income from operational leasing is recognized equally leases leases
distributed over the leasing period. Straight-line depreciation is applied to 2014 064 1132
these assets in accordance with the terms of the undertaking and the S018-0018 i —— B sog 1832
deprecation amount is adjusted to correspond to the estimated realizable T T T
value when the undertaking expires. Assessed impairments are charged

. 3 : Total 834 3,736
to the income statement. The product’s assessed realizable value at expir- .
ation of the undertaking is reviewed continuously on an individual basis.
. . y . . Rental expenses amounted to:
Financial leasing agreements are recognized as either non-current or
current receivables in the customer finance operations. Payments from
financial leasing contracts are distributed between interest income and 2013 2012
amortization of the receivable in the customer finance operations. : .
F'nance Ieases' e sy e —
Contingent rents : (8) (10)
Volvo Group as the lessee -0 —
; ; ; Operating leases:
Volvo evaluates leasing contracts in accordance with IAS 17, Leases. In e s -
y ; . . Contingent rents (32) (36)
those cases in which risks and rewards that are related to ownership are e e B - =
. " . Rental payments (1 125) (1 113).
substantially held by the Volvo Group, so-called financial leases, Volvo =~ —— . s e
; Goge 3 Sublease payments 7 i
Group recognizes the asset and related obligation in the balance sheet at
S . Total (1,158) (1,152)
the lower of the leased asset's fair value or the present value of minimum =
lease payments. Future leasing fee commitments are recognized as obli- Carevi A T ST S e—
gations. The lease asset is  depreciated in accordance with the Volvo aftying amotint of 258xls SUL) '
Group's policy for the respective non-current asset. The lease payments
when made are allocated between amortization and interest expenses. If 092'5031% DchO?;IQ,
the leasing contract is considered to be a operational lease, lease pay-
ments are charged to profit or loss over the lease contract period. Costs: e
Buildings o 216 226
Land and land improvements ) - 32 el
Volvo Group as the lessor Machinery : and equipment 591 827
As of december 31, 2013, future rental income from non-cancellable "Assets.under operatmg lease' 931 57
financial and operational leases (minimum leasing fees) amounted to Total 1,770 951
53,081 (52,322). Future rental income is distributed as follows:
Accumulaled depredialions ... o
. Operat T T ey e
i g Land and land |mprovements -, - |
Machinery and equipment (@36) (288)
= - 14809 5402 Assets under operating lease' (308) (14)
. S = - Total (609) (361)
2019 or later
Total 38135 14,926 Camying amount inthe balancesheet:
Buildings 1561 168
Allowance for u[}r:n_l!f:hrkzle future rental income __ (492) — Land and land xmnmvpmpnfq o 32 40
Unearned rental income (2,795) Maéhmery and equnpmént - T R < ]
Present value of future rental income related to Aot GrdEr operatlng lease’ T 623 43
= “=——non-canceliableteases T rEaT e 8= S ”Total e e =TieT 560
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3> Read more about financial leasing, see note 15.

1 Refer to assets leased by the Volvo Group as financial lease which are later
leased to customers as operating lease.



NOTE 1 5 | CUSTOMER-FINANCING RECEIVABLES

Non-current and current receivables recognized in the Volvo Group's
customer financing operations.

5 SOURCES OF ESTIMATION UNCERTAINTY

Credit loss reserves

The establishment of credit loss reserves on customer-financing receivables
is dependent on estimates including assumptions regarding past dues, repos-
session rates and the recovery rate on the underlying collaterals. As of
December 31,2013, the total credit loss reserves in the Customer Finance
segment amounted to 1.31% (1.23) of the total credit portfolio in the segment.

2D Refer to Note 4 for a description of the credit risk, interest and currency risks
and Note 30 for further information regarding customer-financing receivables.

Volvo Group Non-current customer-financing receivables

Volvo Group Current customer-financing receivables

Allocation of current customer-

> 5 Dec 31, Dec 31,
financing receivables 2013 2012
Installment credits 11,697 10,88{{7
[Finoneial G8slig e o _ 18808 15748
Dealer financing ) 13,676 14,079
Other receivables 988 1,122
Current customer financing

39,833

receivables as of December 31 40,069

The effective interest rate for current customer-financing receivables
amounted to 5.63% (6.06) as of December 31, 2013.

Volvo Group Credit risk in the customer-financing operations

Volvo Group Customer-financing Dec3i, Dec3t,
. receivables 2013 2012
Allocation of non-current customer- Dec 31 Dec 31 o :
financing receivables 2013 2012 Customer-financing receivablesgross 85040 82080
Valuation allowance for doubtful customer-financing
Instaliment 21,850 receivables e O Q081
o 21040 Whereof specific reserve _ Gie)  (258)
Other receivables 3902 Whereof other reserve (863) (833)
Non-current customer financing Customer-financing receivables, net 83,861 80,989
receivables as of December 31 43,792 41,156 ' ‘
The effective interest rate for non-current customer-financing receivables
amounted to 5.61 % (6.31) as of December 31, 2013.
Volvo Group Non-current customer-
financing receivables maturities
MSEK
2015 2016 2017 2018 2019 or later ay}
19040 13414 7398 3096 844 P
Volvo Group Customer-financing Dec 31,2013 Dec 31,2012
receivables (days/SEK M)
. _paymentsdue Not due 1-30 31-90 >80 Total Not due 1-30 31-90 >80 Total
Overdueamount . R .- 29 8206 1768 - (Aod 42
mErEsmm e N g at ore aiow T f ful-cust 1ciNg: T T e s e
receivables (84) (70) 37) (125) (316) (64) (43) (109 (258)
Customer-financing receivables,
net book value (84) 793 242 501 1,452 64) 365 288 295 884

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<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>