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The Board’s committees

@ Audit Committee

Duties
In December 2002, the Board established an
Audit Committee primarily for the purpose of over-
seeing the accounting and financial reporting pro-
cesses and the audit of the financial statements.
The Audit Committee is responsible for pre-
paring the Board's work to assure the quality of
the Group's financial reporting by reviewing the
interim reports, the Annual Report and the con-
solidated accounting. The Audit Committee also
has the task of reviewing and overseeing the
Group's legal and taxation matters as well as
compliance with laws and regulations that may
have a material impact on the financial report-
ing. The Audit Committee also has the task of
reviewing and overseeing the impartiality and
independence of the company's auditors. The
Audit Committee is further responsible for eval-
uating the internal and external auditors' work,
providing the Election Committee with the re-
sults of the evaluation of the external auditors

and to assist in preparing proposals for the
election of auditors. In addition, the Audit Com-
mittee's task is to establish guidelines specify-
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ing what other services, beyond auditing, the
company may procure from the auditors. The
Audit Committee shall also evaluate the quality,
relevance and efficiency of the Group’s system
for internal control over financial reporting, and
with respect to the internal audit and risk man-
agement. Finally, the Audit Committee adopts
guidelines for transactions with companies and
persons closely associated with Volvo.

Composition and work in 2013

At the statutory Board meeting following the
Annual General Meeting 2013, the following
Board members were appointed members of
the Audit Committee:

* Lars Westerberg,
« Peter Bijur,
* Jean-Baptiste Duzan

Lars Westerberg was appointed Chairman of the
Audit Committee.

According to the Swedish Companies Act,
the members of the Audit Committee may not
be employees of the company and at least one
member of the Audit Committee shall be inde-
pendent and have accounting or auditing ex-
pertise. In addition, the Code stipulates that a
majority of the members of the Audit Commit-

tee shall be independent of the company and
the company management, and that at least one
of the members who is independent of the com-
pany and the company management shall also
be independent of the company’s major share-
holders. The Election Committee’s assessment
of independence prior to the Annual General
Meeting 2013 is presented above under the “In-
dependence requirements” section on pages
94-95. All members of the Audit Committee
are highly familiar with accounting matters and
the accounting standards that apply for an in-
ternational Group such as the Volvo Group.

The Audit Committee met with the external
auditors without the presence of management at
four occasions during 2013 in connection with
the Audit Committee meetings. The Audit Com-
mittee has also met with the Head of Corporate
Audit at the meetings of the Audit Committee.

The Audit Committee and the external auditors
have, among other tasks, discussed the external
audit plan and risk management. The Audit Com-
mittee held eight regular meetings and two
extraordinary meetings during 2013. The attend-
ance of Board members at Committee meetings
is presented in the table on page 97.




@ Remuneration Committee

Duties

In April 2003, the Board established a Remu-
neration Committee for the purpose of preparing
and deciding on issues relating to remuneration
to senior executives in the Group. The duties of
the Committee include presenting recommenda-
tions for resolution by the Board regarding the
terms and conditions of employment and remu-
neration for the President of AB Volvo, principles
for remuneration, including pensions and sever-
ance payments, for other members of the Group
Executive Team, and principles for variable salary
systems, share-based incentive programs, pen-
sions and severance payment for other senior
executives in the Group.

The Remuneration Committee shall monitor
and evaluate ongoing programs and programs
concluded during the year covering variable
remuneration for the executives, application of
the policy for remuneration to senior executives
on which the Annual General Meeting shall
decide and the current remuneration structures
and levels in the Group. The Board shall, not
later than two weeks prior to the Annual Gen-
eral Meeting, submit a report on the results of
the Remuneration Committee's evaluation on
the company’s website.

Composition and work in 2013
At the statutory Board meeting following the
Annual General Meeting 2013, the following
Board members were appointed members of
the Remuneration Committee:

« Carl-Henric Svanberg,
* Anders Nyrén,
* Ying Yeh

Carl-Henric Svanberg was appointed Chairman

Remuneration to Board members
The Annual General Meeting resolves on the
fees to be paid to the Board members elected
by the shareholders. The Annual General Meet-
ing held on April 4, 2013, approved fee pay-
ments to the Board, for the time until the end of
the next Annual General Meeting, as follows.
Volvo's Chairman should receive a fee of SEK
2,250,000 and each of the remaining members
elected by the shareholders should receive a
fee of SEK 750,000 with the exception of the
President. The Chairman of the Audit Commit-
tee should receive a fee of SEK 300,000 and
other members of the Audit Committee SEK
150,000 each. In addition, the Chairman of the
Remuneration Committee should receive SEK
125,000 and other members of the Remunera-
tion Committee SEK 100,000 each.

The Board’s composition and attendance
at meetings January 1,2013 -
December 31, 2013

Remuner-
Board Audit ation
(10incl. Commit- Commit-

Member statutory) tee (10)  tee(4)
Carl-Henric

Svanberg 10 4
Peter Bijur 9 9
Jean-Baptiste

Duzan 10 10

Hanne de Mora 10
_Anders Nyrén 10 _ 4
Olof Persson 10

Ravi Venkatesan 8

Lars Westerberg 9 10 -
_Ying Yeh .58 id
Peteris Lauberts,

employee

_representative B 10 o

Mikael Salistrom,

employee

representative 10

Berth Thulin,

employee

representative 10

Total number of

meetings 10 10 4

of the Remuneration Committee.
The Code sets the requirement that mem-

==persoftheRemuneration-Committees with-the=——==

exception of the Board Chairman if being a
member of the Remuneration Committee, shall
be independent of the company and the com-
pany management. I'he Election committee’s
assessment of independence prior to the
Annual General Meeting 2013 is presented
above under the “Independence requirements”
section on pages 94-95.

The Remuneration Committee held four meet-
ings during 2013. The attendance of Board mem-
bers at Committee meetings is presented in the
table to the right on this page.
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Board members elected by the Annual General meeting

1. Carl-Henric Svanberg
Chairman of the Board
Chairman of the Remuneration Committee

Born 1952. Master of Science, B. Sc. Busi-
ness Administration. Board Chairman: BP
p.l.c. Chairman of the Volvo Board since 2012.
Holdings in Volvo, own and related parties:
700,000 Series B shares.

Principal work experience: Has held various
positions at Asea Brown Boveri (ABB) and
Securitas AB; President and Chief Executive
Officer of Assa Abloy AB; President and Chief
Executive Officer of Telefonaktiebolaget LM
Ericsson; member of the External Advisory
Board of the Earth Institute at Columbia
University and the Advisory Board of Harvard
Kennedy School.

2. Peter Bijur
Member of the Audit Committee

Born 1942. MBA Marketing, BA Political
Science. Board member: Gulfmark Offshore
Inc. Member of the Volvo Board since 2006.
Holdings in Volvo, own and related par-
ties: 3,000 Series B shares.

Principal work experience: Numerous posi-
tions with Texaco Inc, retired as Chairman and
Chief Executive Officer in 2001.

3. Jean-Baptiste Duzan
Member of the Audit Committee

Born 1946. Graduate of the Ecole Polytech-
nique. Independent consultant. Board
member: Nissan Motor Co. Ltd. Member of
the Volvo Board since 2009. Holdings in
Volvo, own and related parties: 1,000 Series
B shares.

Principal work experience: Began his career
at Citibank.-Has held various pn<i’rinn< within

Renault since 1982 - director of financial ser-
vices at Renault V.I; finance director of
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" Renault credit, director of financial operations;

project director for the car model Safrane;
Senior Vice President, Purchasing, and joined
the Renault Management Committee. He was
also named Chairman and Managing Director,
Renault Nissan Purchasing Organization. He
was then named Group Controller. Today, he
works as an independent consultant.

4. Hanne de Mora

Born 1960. BA in Economics from HEC in
Lausanne, MBA from IESE in Barcelona. Board
Chairman: a-connect (group) ag. Board
member: Sandvik AB, IMD Foundation Board.
Member of the Volvo Board since 2010.
Holdings in Volvo, own and related parties:
3,000 Series B shares.

Principal work experience: Credit Analyst Den
Norske Creditbank in Luxemburg 1984, various
positions within brand management and control-
ling within Procter & Gamble 1986-1989, Part-
ner McKinsey & Company, Inc. 1989-2002, one
of the founders and owners, also Chairman of
the Board, of the global consulting firm and

talent pool a-connect (group) ag since 2002.

5. Anders Nyrén
Member of the Remuneration Committee

Born 1954. Graduate of the Stockholm School
of Economics, MBA at UCLA. President and
Chief Executive Officer of AB Industrivarden.
Board Chairman: Sandvik AB, Svenska
Handelsbanken. Board member: AB Industri-
varden, Ernstrom & Co AB, Svenska Cellulosa
Aktiebolaget SCA, Stockholm School of Eco-
nomics and SSE Association. Member of the
Volvo Board since 2009. Holdings in Volvo,
own and related parties: 5,200 Series B
shares.

Principal work experience: Has worked for AB
Wilhelm Becker. He has held various positions
within STC - Controller, Executive Vice Presi-
dent and CFO, and President of STC Venture
AB; President of OM International AB; Execu-
tive Vice President and CFO at Securum;
Director with executive responsibility for Mar-
kets and Corporate Finance at Nordbanken;
Executive Vice President and CFO at Skanska.

Principal work experience: Began his career
at ABB; has held a number of executive posi-
tions at AdTranz and Bombardier; President of
Volvo Aero; President of Volvo Construction
Equipment.

7. Ravi Venkatesan

Born 1963. MBA, Harvard Business School,
M.Sc. Industrial Engineering, Purdue Univer-
sity. Managing Partner, Unitus Seed Fund and
Chairman of Social Venture Partners, India.
Board member: Infosys Ltd., Babajobs Pvt.
Ltd. Member of the Volvo Board since 2008.
Holdings in Volvo, own and related
parties: 700 Series B shares.

Principal work experience: Several leading
positions within the American engine manu-
facturer Cummins. Chairman of Microsoft India
and responsible for Microsoft's marketing,
operational and business development efforts
in India.

8. Lars Westerberg
Chairman of the Audit Committee

Born 1948. M.Sc. Engineering, Bachelor
Business Administration. Board Chairman:
Husqvarna AB. Board member: SSAB
Svenskt Stal AB, Sandvik AB, Meda AB and
Stena AB. Member of the Volvo Board since
2007. Holdings in Volvo, own and related
parties: 60,000 Series A shares.

Principal work experience: President and CEO
of Granges AB, ESAB AB and Autoliv Inc.

9. Ying Yeh

Member of the Remuneration Committee
Born 1948, BA, Literature & International
Relations. Board member: ABB Ltd, Sam-
sonite International S.A., InterContinental
Hotels Group PLC. Member of the Volvo

6. Otof Persson
Born 1964. B. Sc. in Business Administration

Board since 2006. Holdings in Volvo, own
and related parties: None.

d-Ecenomics=Eresident-0f- AB-Volve-and-Chief-——

Executive Officer of the Volvo Group since 2011.
Board Chairman: The German-Swedish
Chamber of Commerce. Member of the ERT
(European Round Table of Industrialists) and
the Royal Swedish Academy of Engineering
Sciences. Member of the Volvo Board since
2011. Holdings in Volvo, own and related
parties: 95,691 shares, including 95,640
Series B shares.

Principal work experience: Journalist NBC,
New York. Numerous positions with the U.S.
Government Foreign Service in Burma, Hong
Kong, Taiwan and Beijing. Various positions
with Eastman Kodak in China, latest as Presi-
dent and Chairman, North Asia Region.
Chairman of Nalco Greater China.




Board members and deputies appointed by employee organisations

Secretary to the Board

10. Mikael Sallstréom

Employee representative, ordinary member.
Born 1959. With Volvo 1980-1999 and
since 2009. Member of the Volvo Board
since 2009. Holdings in Volvo, own and
related parties: None.

11. Berth Thulin

Employee representative, ordinary member.
Born 1951. With Volvo since 1975. Deputy
member of the Volvo Board 1999-2009,
member since 2009. Holdings in Volvo,
own and related parties: 1,425 Series B
shares.

12. Peteris Lauberts

Employee representative, ordinary member.
Born 1948. With Volvo since 1999. Deputy
member of the Volvo Board 2010-2011,
member since 2011. Holdings in Volvo,
own and related parties: 350 Series A
shares.

13. Lars Ask

Employee representative, deputy member.
Born 1959. With Volvo since 1982. Deputy
member of the Volvo Board since 2009.
Holdings in Volvo, own and related
parties: 600 shares, including 250 Series
B shares.

14. Hans Hansson

Employee representative, deputy member.
Born 1964. With Volvo since 1985. Deputy
member of the Volvo Board since 2012.
Holdings in Volvo, own and related
parties: 5,250 shares, including 250 Series
B shares.

Sofia Frandberg

Born 1964. Master of Laws. Executive Vice
President Corporate Legal & Compliance and
General Counsel. Secretary to the Board of
Volvo since April 1, 2013. Holdings in
Volvo, own and related parties: 30,587
shares, including 29,142 Series B shares.
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7 External auditing

Volvao's auditors are elected by the Annuai Gen-
eral Meeting. The current auditor is Pricewater-
houseCoopers AB (PwC), which was elected at
the Annual General Meeting 2010 for a period
of four years. Two partners of PwC, Peter Clem-
edtson and Johan Rippe, are responsible for
the audit of Volvo. Peter Clemedtson is Lead
Partner.

The external auditors discuss the external
audit plan and risk management with the Audit
Committee. The auditors review the interim re-
port for the period January 1 to June 30 and audit
the Annual Report and the consolidated ac-
counting. The auditors also express an opinion
whether this Corporate Governance Report was
prepared or not, and in such respect whether
certain information therein coincides with the
Annual Report and consolidated accounting.
The auditors report their findings with regard to
the annual report, consolidated accounting and
the Corporate Governance Report through the
audit reports and a separate opinion regarding
the Corporate Governance Report, which they

present to the Annual General Meeting. In addi-
tion, the auditors report detailed findings from
their reviews to the Audit Committee twice a year
and once a year to the full Board of Directors.

When PwC is retained to provide services
other than the audit, it is done in accordance
with rules decided by the Audit Committee per-
taining to preapproval of the nature of the ser-
vices and the fees.

For information concerning Volvo's remuner-
ation to the auditors, refer to Note 28 “Fees to
the auditors” in the Group's notes in the Annual
Report.

/
Auditors

PricewaterhouseCoopers AB

Peter Clemedtson
Authorized Public Accountant.
Lead Partner.

Auditor since 2012.

Peter Clemedtson's other listed clients are
SKF AB and Ratos AB. His unlisted clients
include Stena AB and Wallenbergstiftelserna.

Born 1956.

Johan Rippe

Authorized Public Accountant.
Partner

Auditor since 2010.

Johan Rippe's other clients include Stena AB,
Stena Metall AB and Elanders AB.

Born 1968.

8 Governance and organizational
structure

Volvo’s core values, vision and strategies
Volvo's core values are quality, safety and environ-
mental care. These values form the common base
for the Group's long-term goals and vision and for
the strategies and plans, the purpose of which is
to contribute to achieving our goals and vision.

The Volvo Group's vision is to become the
world leader in sustainable transport solutions.
The vision describes the overall long-term goal for
the operations. Volvo has also adopted a wanted
position 2020 with the aim to achieve its long-
term vision. In addition, the Board has resolved on
a number of financial targets for the operations,
primarily in relation to growth and profitability,
which have been effective since 2012.

How Volvo will achieve the vision, the wanted
position 2020 and the financial targets are
defined in long-term plans for different areas
such as brand positioning, product development,
finance and IT, and in more short-term strategic
objectives with a duration of three years. The
long-term plans may be both Group-wide and
business area/division specific, and even if a
long-term approach is applied, they will be
updated continuously. Every third year, focus
areas and strategic objectives are formulated
that are specific to the Group's various business
areas and divisions. These focus areas and stra-
tegic objectives define what is to be achieved
over the next three years, with the purpose of
achieving the financial targets, the wanted posi-
tion 2020 and also, in longtime-perspective,
the vision.

The implementation of activities to reach the
strategic objectives has high priority. Through-
out the three-year period, monthly and quarterly
follow-ups of the strategic objectives are reported
to the management groups of each business
area/division. Potential risks of not achieving
the goals are therewith identified and discussed

at an early stage, enabling efficient adjustment
or action. The vision and strategies thereby
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the Group.

Governance documents

Another key component of the governance and
control is the Group’s policies and directives,
such as the Code of Conduct and policies per-
taining to investments, financial risks, account-
ing, financial control and internal audit, which
contain Group wide operating and financial
rules for the operations, as well as responsibility
and authority structures.



% Group commeon
Business specific

' Sustainable development

Organizational structure
The Volvo Group's business activities are organ-
ized into six business areas: Group Trucks, Con-
struction Equipment, Buses, Volvo Penta, Gov-
ernmental Sales and Volvo Financial Services.
The Group Trucks operations, which account
for almost two-thirds of the Group’s total sales,
are organized into five divisions. There are three
sales and marketing divisions: Group Trucks

Sales & Marketing Americas (with responsibility
for North and South America), Group Trucks
Sales & Marketing EMEA (with responsibility for
Europe, the Middle East and Africa) and Group
Trucks Sales & Marketing and JVs APAC (with
responsibility for Asia and the Pacific region
and for the Group’s joint-venture truck compa-
nies). There is also a division with responsibility
for product development of engines, transmis-

sions and trucks as well as for purchasing: Group
Trucks Technology (GTT). Finally, Group Trucks
Operations (GTO) is a division within Group
Trucks with responsibility for production of trucks
and the Group's engines and transmissions. GTO
is also responsible for the Group's spare parts
supply and logistics operations.

There are seven Corporate Functions: Cor-
porate Human Resources, Corporate Sustaina-
bility and Public Affairs, Corporate Communica-
tion, Corporate Finance & Control, Corporate
Legal & Compliance, Corporate Process & IT
and Corporate Strategy, providing support to
the CEO and the Group Executive Team with
expertise in each Corporate Function area and
developing standards for the entire organization
through policies, directives and guidelines. In
addition there are more than twenty Group
Functions that provide services and/or prod-
ucts to the entire Group, for example IT Ser-
vices and Business Services.

-

Corporate Human Re’%’oqrces et
Corporate Susta&nability & Public Affairs  ——

_ Corporate Communication ~ ——

Chief Executive Officer

Corporate Finance & Controf
Corporate Legal & Compliance

e Corﬁo"rate Process & IT

— Corporate Strategy
GROUP TRUCKS N
L. T T i T
Group Trucks
ing Americas

Buses

Governmental Sales

VolvoPenta
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The Group Executive Team has 16 members in-
cluding the CEO. In addition to the CEOQ, the
Group Executive Team comprises the Executive
Vice Presidents of the five Group Trucks divi-
sions, the Executive Vice President Volvo Con-
struction Equipment, the Executive Vice Presi-
dent Business Areas, the Executive Vice
President Volvo Financial Services and the
Executive Vice Presidents of the seven Corpo-
rate Functions. The members of the Group Ex-
ecutive Team report directly to the CEQ.

The CEO leads the operations of the Group
partly through the Group Executive Team but also
through the Group Trucks Executive Management
Team, which have regular meetings. In addition,
the CEO conducts regular follow-ups with the
heads of Group Functions, the other Business
Areas and Corporate Functions. Further, the
Business Areas and the Group Functions have
separate decision foras called Business Review
Meetings and there are also cross-functional
committees that manage matters concerning
processes pertaining to more than one division
and/or Business Area. These bodies effect
control and monitoring of the Group's financial
development, strategies and targets and make
decisions regarding investments and other
matters.

Remuneration to the Group

Executive Team

AB Volvo's Annual General Meeting annually
approves a policy on remuneration to the Group
Executive Team, following a proposal from the
Board. The remuneration policy adopted by the
Annual General Meeting 2013 states that the
guiding principle is that remuneration and other
terms of employment for the Group Executive
Team shall be competitive in order to ensure

1 Olof Persson
" President and CEO

Born 1964.B. Sc. in

- Business Administration

. and Economics. President
of AB Volvo and Chief
Executive Officer of the Volvo Group since
2011. President of Volvo Construction Equip-
ment 2008-2011. President of Volvo Aero
2006-2008. With Volvo since 2006. Board
Chairman: The German-Swedish Chamber
of Commerce. Member of the ERT (European
Round Table of Industrialists) and the Royal
Swedish Academy of Engineering Sciences.
Member of the Volvo Board since 2011.
Holdings in Volvo, own and related parties:
95,691 shares, including 95,640 Series B
shares.

Dennis Slagle
Executive Vice President
Group Trucks Sales

& Marketing Americas

Born 1954. Bachelor of
Science. President and CEO
of North American Trucks 2009-2011. President
and CEO of Mack Trucks, Inc. 2008-2011.
President and CEO of Volvo Construction
Equipment North America 2003-2008.
Member of the Group Executive Team since
2008. With Volvo since 2000. Board member:
West Virginia Wesleyan College Board of
Trustees. Holdings in Volvo, own and
related parties: 30,981 Series B shares.

Peter Karlsten

Executive Vice President
Sl

that the Volvo Group can attract and retfain
competent executives.

& T L
SrouptrucrsOaies

oo & 7 Joachim Rosenberg

" Executive Vice President
Group Trucks Sales

& Marketing and JVs APAC

Born 1970. M. Sc. Industrial
2 Engineering and Manage-
ment, M. Sc. Financial Economics, M. Sc. Busi-
ness and Economics. Has held various senior
positions in the Volvo Group, most recently as
Executive Vice President Group Trucks Sales &
Marketing APAC 2012. President of Volvo Group
Asia Truck Operations 2007-2011. Vice Presi-
dent Volvo Group Alliance Office 2007. Vice
President Volvo Powertrain 2005-2007. Member
of the Group Executive Team since 2012. With
Volvo since 2005. Holdings in Volvo, own and
related parties: 20,900 Series B shares.

Torbjorn Holmstrom
Executive Vice President
Group Trucks Technology
and Volvo Group Chief
Technology Officer

Born 1955. M. Sc. Mechani-
cal Engmeermg President of Volvo 3P 2003~
2011. Prior to that he has held various senior
positions at Volvo Powertrain. Member of the
Group Executive Team since 2012. With Volvo
since 1979. Holdings in Volvo, own and
related parties: 48,879 Series B shares.

Mikael Bratt

Executive Vice President
Group Trucks Operations
Born 1967. Has held various
senior positions in the finan-

cial areas in the Volvo Group,
AV Dr onn+ and

& Marketing EMEA
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receive variable salary in addition to fixed salary
The variable salary may, as regards the Presi-
dent, amount to a maximum of 75 percent of the
fixed salary and, as regards the other Group
Executive Team members, a maximum of 60 per-
cent of the fixed salary. In 2013, members of the
Group Executive Team were entitled to variable
salary according to a program for variable remu-
neration determined by the Board. The perfor-
mance targets defined in the program were
mainly related to operating margin and cash flow.

lIIUDl IULUIILI] as S HOTVACET

CFO 2008-2011. Prior to that Vice President
and Head of Corporate Finance at AB Volvo.

Englneermg President of
Volvo Powertram 2007-2011. Senior Vice Presi-
dent Technology for the Volvo Group 2007-2011.
Head of Volvo's North American truck operations
2003-2007. Head of Volvo Trucks in Brazil 2001~
2003. Member of the Group Executive Team
since 2007. With Volvo since 2001. Holdings in

including 115,132 Series B shares.

b

Volvo, own and related parties: 115,482 shares,

Member of the Group Executive Team since
2008. With Volvo since 1988. Holdings in
Volvo, own and related parties: 91,934 shares,
including 91,042 Series B shares.




Martin Weissburg
Executive Vice President
Volvo Construction
Equipment

Born 1962. Bachelor of
Science, Master of Business
Administration. Head of Volvo Financial Ser-
vices 2010-2013. President of Volvo Financial
Services the Americas 2005-2010. Member
of the Group Executive Team 2010-2011 and
since 2013. With Volvo since 2005. Holdings
in Volvo, own and related parties: 21,992
Series B shares.

Hakan Karlsson
Executive Vice President
Business Areas

Born 1961. M. Sc. Engineer-
ing. President and CEO of

- Volvo Buses 2003-2011.
President of Volvo Logistics 2000-2003.
Member of the Group Executive Team since
2003. With Volvo since 1986. Board member:
The Confederation of Swedish Enterprise and
UITP, Industry Assembly. Holdings in Volvo,
own and related parties: 56,768 shares,
including 55,143 Series B shares.

' Anders Osberg
Executive Vice President
Corporate Finance &
Control and CFO

Born 1961. Bachelor of

: Science. Has held various
positions within Volvo Group Finance and Volvo
Treasury, most recently as President of Volvo
Treasury Group 2000-2011. Member of the
Group Executive Team since 2012. With Volvo

Sofia Frandberg
Executive Vice President
Corporate Legal & Compli-
ance and General Counsel

Born 1964. Master of Laws.
Responsible for Corporate
Legal & Comphance and General Counsel of
the Volvo Group since April 1, 2013. Head of
Corporate Legal at AB Volvo 1998-2013. Cor-
porate Legal Counsel at AB Volvo 1994-1997.
Member of the Group Executive Team since
April 1,2013. With Volvo since 1994. Secre-
tary to the Board of Volvo since April 1, 2013.
Holdings in Volvo, own and related parties:
30,587 shares, including 29,142 Series B
shares.

Kerstin Renard
Executive Vice President
Corporate Human Resources

Born 1961. B. Sc. Sociology.
Senior Vice President
Human Resources for the
Volvo Group 2007-2011. Prior to that Senior
Vice President Human Resources & Communi-
cation at Volvo Powertrain 2005-2006. Mem-
ber of the Group Executive Team since 2012.
With Volvo since 2005. Holdings in Volvo,
own and related parties: 17,867 shares,
including 17,707 Series B shares.

Karin Falk

Executive Vice President

Corporate Strategy

Born 1965. B. Sc. Business
3 e Administration. Has held

Py various positions within the

Marten Wikforss
Executive Vice President
Corporate Communication

Born 1964. Journalism

% degree, Bachelor of Arts,
Master of Science. Respon-
sible within the Volvo Group for Corporate
Communication since 2012. Prior to that he
was Senior Vice President Media Relations &
Corporate News at AB Volvo. Member of the
Group Executive Team since July 1, 2012. With
Volvo since 2001. Holdings in Volvo, own
and related parties: 23,960 shares, including
14,093 Series B shares.

Niklas Gustavsson
Executive Vice President
Corporate Sustainability
& Public Affairs

Born 1971. B Sc Electronics.
Responsible within the Volvo
Group for Corporate Sustainability & Public
Affairs since April 1, 2013. Prior to that he was
Senior Vice President Public & Environmental
Affairs at AB Volvo 2008-2013. Member of
the Group Executive Team since April 1, 2013.
With Volvo 1987-1999 and since 2008.
Board member: BIL Sweden. Holdings in
Volvo, own and related parties: 4,503
shares, including 4,452 Series B shares.

Magnus Carlander
Executive Vice President
Corporate Process & IT
and CIO

Born 1955. Master Mechan-
ical Engineering. Has held

1985-1988 and since 1992. Holdings in
Volvo, own and related parties: 24,995

Volvo Group, most recently as President of
Volvo Group NAP (Non-Automotive

Jan Gurander
Executive Vice President

Born 1961. Master of
Science. Member of the
Group Executive Team since

. 2014. With Volvo 2000-
2001 (Head of Business Unit Finance) and since
2014. Holdings in Volvo, own and related
parties: None.

Executive Team since 2012. With Volvo 1988-
1999 and since 2008. Holdings in Volvo,
own and related parties: 10,814 shares,
including 8,574 Series B shares.

various senior positions in the Volve Group,
most recently as President of Volvo IT 2008~

~Purchasing)-2008=2011-Member-of-the. Group——-9611-Member-of-the-Gro up-Executive Team

since 2012. With Volvo smce 1985. Holdlngs
in Volvo, own and related parties: 58,124
shares, including 57,930 Series B shares.
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Group Management

The purpose of the program for variable
remuneration is to create an incentive for the
executives to strive for the Volvo Group devel-
oping in such a manner that the defined perfor-
mance targets are achieved, thereby constituting
a management tool. Accordingly, the performance
targets set by the Board for variable remuneration
inter alia relate to the Group’s financial targets for
improved operating margin.

The Group Executive Team members have
participated in the Group's long-term, share-
based incentive plan for senior executives com-
prising the years 2011-2013. The plan applied
during the financial years 2011 until and includ-
ing 2013 and consisted of three yearly plans.
The participants invested in Volvo shares during
each yearly plan, up to a maximum of 15 per-
cent of the fixed gross base salary for Group
Executive Team members and 10 percent of the
fixed gross base salary for other participants.
On the conditions that the participant remained
an employee within the Volvo Group and also
retained the invested Volvo shares for at least
three years after the investment date, one
matching share per invested share and a num-
ber of performance shares per invested share
could be allotted. Allotment of performance
shares was conditional on the Volvo Group's
ROE reaching at least 10 percent according to
the Group's annual report for the financial year
in question. Maximum allotment of performance
shares was effected if ROE for the financial
year reached 25 percent. According to the plan
conditions, no matching shares should be allot-
ted for a yearly plan if the Annual General Meet-
ing held the following year resolved that no divi-
dend should be distributed to the shareholders.
Maximum allotment of performance shares
under a yearly plan amounted to seven shares
per invested share for the CEO, six shares per
invested share for Group Executive Team mem-
bers and five shares per invested share for

otherparticipants
b & g

Volvo's website not later than two weeks prior
to the Annual General Meeting 2014,
www.volvogroup.com. For more information
about remuneration to the Group Executive
Team and an account of outstanding share and
share-price related incentive programs to the
management, refer to Note 27 in the Group’s
notes in the Annual Report.

Changes to the Group Executive Team

On April 1,2013, Eva Persson retired and thereby
resigned from the Group Executive Team and
from her position as General Counsel and Exec-
utive Vice President Corporate Legal & Compli-
ance. Sofia Frandberg assumed the position on
the same date.

On April 1, 2013, Jan-Eric Sundgren took up
an assignment as expert adviser assisting the
CEO and senior management on issues pertain-
ing to environment, technology, policies, research
and education. He therefore resigned from the
Group Executive Team and from his position as
Executive Vice President Public & Environmen-
tal Affairs. Niklas Gustavsson assumed the posi-
tion on the same day.

On January 1, 2014, Patrick Olney left the
Volvo Group and he therefore resigned from the
Group Executive Team and from his position as
Executive Vice President Volvo Construction
Equipment. Martin Weissburg assumed the
position on the same date. Martin Weissburg
therefore resigned from his position as Execu-
tive Vice President Volvo Financial Services.
While the recruitment process to find the
successor to that position is ongoing, Scott
Rafkin will, as per January 1, 2014, assume the
position as Acting Head of Volvo Financial Ser-
vices and in such capacity participate at the
Group Executive Team meetings.

On January 1, 2014, Jan Gurander joined the
Group Executive Team and assumed the posi-
tion as Executive Vice President. On March 1,
2014, Anders QOsberg will assume a new posi-

Internal control over
financial reporting

The Board is responsible for the internal con-
trols according to the Swedish Companies Act
and the Code. The purpose of this report is to
provide shareholders and other interested
parties with an understanding of how internal
control is organized at Volvo with regard to
financial reporting. The description has been
designed in accordance with the Swedish
Annual Accounts Act and is thus limited to
internal control over financial reporting.

Introduction

Volvo primarily applies internal control princi-
ples introduced by the Committee of Sponsor-
ing Organizations of the Treadway Commission
(COS0).

Volvo has a specific function for internal con-
trol. The objective of the Internal Control func-
tion is to provide support for management,
allowing them to continuously provide solid and
improved internal controls relating to financial
reporting. Work that is conducted through this
function is primarily based on a methodology
that aims to ensure compliance with directives
and policies, and to create effective conditions
for specific control activities in key processes
related to financial reporting. The Audit Com-
mittee is informed of the results of the work
performed by the Internal Control function
within Volvo with regard to risks, control activi-
ties and follow-up on the financial reporting.

Volvo also has a Corporate Audit function
with the primary task of independently monitor-
ing that companies in the Group follow the prin-
ciples and rules that are stated in the Group's
directives, policies and instructions for financial
reporting. The head of the Corporate Audit
function reports directly to the CEO, and to the
Group’s General Counsel and the Board's Audit
Committee.

Control environment
Fundamental to Volvo's control environment is

The Remuneration Committee conducts an
annual evaluation of the remuneration policy,
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tion and strengthen the management work on
the long-term development of the Business

the business culture that is established within
the Group and in which managers and employ-

“Volvo's system for variable remuneration to

executives and the long-term, share-based
incentive program to senior executives and
the Board prepares a special report of this
evaluation and the conclusions. The report on
the evaluation for 2013 will be available on

Areas of the Volvo Group. He will therefore

resign from the Group Executive Team and from
his position as CFO and Executive Vice Presi-
dent Corporate Finance & Control. Jan Gurander
will assume this position on the same date.

ees operate. VOIVo WoTks actively’on communi-

cations and training regarding the company's
basic values as described in The Volvo Way, an
internal document concerning Volvo's business
culture, and the Group's Code of Conduct, to
ensure that good morals, ethics and integrity
permeate the organization.



The foundation of the internal control pro-
cess relating to the financial reporting is based
on the Group’s directives, policies and instruc-
tions, as well as the responsibility and authority
structure that have been adapted to the Group'’s
organization to create and maintain a satisfac-
tory control environment. The principles for
internal controls and directives and policies for
the financial reporting are contained in Volvo
Financial Policies & Procedures (FPP), an inter-
nal document comprising all important instruc-
tions, rules and principles.

Risk assessment

Risks relating to financial reporting are evalu-
ated and monitored by the Board through the
Audit Committee inter alia through identifying
what types of risks that typically could be con-
sidered as material and where they would typi-
cally occur. The annual evaluation of internal
control activities conducted by the Internal Con-
trol and Corporate Audit functions, is based on a
risk-based model. The evaluation of the risk that
errors will appear in the financial reporting is
based on a number of criteria. Complex account-
ing principles can, for example, mean the finan-
cial reporting risks being inaccurate for those
posts that are covered by such principles. Valua-
tion of a particular asset or liability according to

various evaluation criteria can also constitute a
risk. The same is true for complex and/or chang-
ing business circumstances.

Control activities

In addition to the Board of AB Volvo and its
Audit Committee, the management groups and
other decision-making bodies in the business
areas, Group Functions and Group companies
constitute overall supervisory bodies.

Several control activities are applied in the
ongoing business processes to ensure that
potential errors or deviations in the financial
reporting are prevented, discovered and cor-
rected. Control activities range from review of
outcome results in management group meet-
ings to specific reconciliation of accounts and
analyses of the ongoing processes for financial
reporting.

Responsibility for ensuring that control activ-
ities in the financial processes are appropriate
and in accordance with the Group's policies and
instructions are compiled in the Group’s finan-
cial reporting function. The Group’s shared ser-
vice center is responsible for the performance
of control activities including the responsibility
for ensuring that authority structures are
designed in accordance with good internal con-
trol so that one person cannot perform an activ-

ity and then perform the control of the same
activity. Control activities within IT security and
maintenance are a key part of Volvo's internal
control over financial reporting.

Information and communication

Policies and instructions relating to the finan-
cial reporting are updated and communicated
on a regular basis from management to all
affected employees. The Group's financial
reporting function has direct operating respon-
sibility for the daily financial reporting and
works to ensure a uniform application of the
Group's policies, principles and instructions for
the financial reporting and to identify and com-
municate shortcomings and areas of improve-
ment in the processes for financial reporting.

Follow-up

Ongoing responsibility for follow-up rests with
the Group's financial reporting function. In addi-
tion, the Corporate Audit and the Internal Con-
trol functions conduct review and follow-up
activities in accordance with what is described
in the introduction of this report. More specifi-
cally, the Internal Control function runs and
coordinates evaluation activities through the
“Volvo Group Internal Control Programme,” with
the purpose of systematically evaluating the

-

Volvo Group Internal Control Programme
Yearly evaluation of the effectiveness of

~
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quality of the internal control over financial
reporting on an annual basis. An annual evalua-
tion plan is established and presented to the
Audit Committee. This evaluation program com-
prises three main areas:

. Group-wide controls: Self-assessment pro-
cedure carried out by management teams at
business area, Group Function and company
levels. The main areas evaluated are compli-
ant with the Group's financial directives and
policies found in FPP, The Volvo Way and the
Group's Code of Conduct.

2. Process controls at transaction level: Pro-
cesses related to the financial reporting are
evaluated by testing procedures/controls
based on a framework for internal control
over financial reporting, Volvo Internal Control
Standards (VICS). The framework focuses on
the financial reporting areas deemed to have
a relatively higher risk for potential errors due
to factors such as complex accounting princi-
ples, complex or changed business operations.

3. General T controls: Processes for mainte-
nance, development and access manage-
ment of financial applications are evaluated
by testing procedures and controls.

The results of the evaluation activities are

reported to Group management and the Audit

Committee.

Gothenburg, February 21,2014
AB Volvo (publ)

The Board of Directors

Auditor's report on the Corporate
Governance Report

To the annual meeting of the shareholders of
AB Volvo (publ), corporate identity number
556012-5790

It is the Board of Directors who is responsible
for the Corporate Governance Statement for
the year 2013 on pages 90-106 and that it has
been prepared in accordance with the Annual
Accounts Act.

We have read the Corporate Governance
Statement and based on that reading and our
knowledge of the company and the group we
believe that we have a sufficient basis for our
opinions. This means that our statutory exami-
nation of the Corporate Governance Statement
is different and substantially less in scope than
an audit conducted in accordance with Interna-
tional Standards on Auditing and generally
accepted auditing standards in Sweden.

In our opinion, the Corporate Governance
Statement has been prepared and its statutory
content is consistent with the annual accounts
and the consolidated accounts.

Gothenburg, February 21,2014

PricewaterhouseCoopers AB

Peter Clemedtson Johan Rippe
Authorized Public Authorized Public
Accountant Accountant

Lead Partner Partner
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FINANCIAL PERFORMANCE
Lower earnings

For the Volvo Group, the year 2013 was characterized by the most extensive product renewal in the history
of the Group, with associated costs in manufacturing, sales, administration and research and development,
as well as costs connected to restructuring primarily within the truck operations. Net sales amounted to
SEK 273 billion and operating income to SEK 7.1 billion.

INCOMESTATEMENTS. VOLVO GROUP

Industrial operations Customer Finance Eliminations Volvo Group
SEK M 2013 2012 2013 2012 2013 2012 2013 2012
Netsales ) Note 67 265420 292,198 9539 9783  (2,337)  (2,167) 272,622 299,814
“Cost of sales (209,307)  (227,745) (5,534) (6,036) 2,337 2167 (212,504) (231,615)
Grossincome 56,113 64,454 4,005 3,747 o o 60,118 68,199
Research and dovelopmentexgenses =~ (6040 (14535 - e DT (15124 (14635)
Selling expenses (26,904)  (26,230) (1,602) (1,665) ~ - (28,506) (27 894)°
Administrative expenses I 824) (5585 (38 (29)
Other operating income and expenses ) ~ Note8 (2 710) (1538) (843) (556)
Income (loss) from investments in
joint ventures and associated companies ~ Note 5,6 96 99 = S = 96 99
Income from other investments Note 5 (31) (42) - = = (30) (42)
Operating income e 2B16 16,573 1,922 1496 T - 7138 18069
Interest income and similar credits - 381 43 0 6 = = 381 453
Interest expenses and smﬂar charges_ B o (2 810) (2,949) o o = = 7(278771‘0)” W(Q’ 949)
"Other financial income and expenses Note 9 11 (78) 0 0 B = 11 (78)
Income after financial items o 3,199 13,999 1,522 1496 - A 74_7_217 »_JS_,49~5L
Income taxes Note 10 (451) (3,682) (468) (434) - - 919) (4,116)
Income for the period o 2,748 10,317 1,054 1,062 ol 3,802 11,378
AttrIbUtable to e s p—ee o s e i i) e . S e S
Equ‘l:tX ﬁelc{e{e o_f t_he parent company - B 3,583 11,160
Minority interests Note 11 219 219
) 3.8_0? 11,378
Basic earnings per share, SEK Note 19 1.77 5.61
Diluted earnings per share, SEK Note 19 1.76 561
OTHER COMPREHENSIVE INCOME
SEKM 2013 2012
Income for the period R B - B 3,802 11,378
[tems that wtll not. be reclusstﬁed to income statement. o
KE”IVGbUlU”lU”lh UA \JCHHD‘U UC,I,”:I” PCII 1O l‘} — = 3904 (2 2,34)7
Items that may Le reclasstﬁed :ubsequent’ly—'gr_) income Slatement o ) ) - i L
(1,634) (3,395)
ErR e =

are of OCI related to joint ventures and assocrated companies

7 Exchange differences on hedge instruments of net investment in foreign operations

Accumulated translatlon dufrerence reversed to income

_ Available-| for-sale investments

Change in cash flow hedge reserve

Other comprehensive income, net of income taxes 2,651 (5,587)
Total comprehensive income for the period B e o - 6,453 5791
Attrlbutable to: - B B T .
Equity holders of the F’arent Compan/ B o o _ " 6196 5655
Minority interests 257 136
6,453 5,791
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The Volvo Group

Net sales

Net sales for the Volvo Group decreased by 9%
to SEK 272,622 M in 2013, compared with SEK
299,814 M in the preceding year.

Operating income
Volvo Group's operating income amounted to
SEK 7,138 M (18,069).

Operating income for the Industrial Operations
decreased to SEK 5,616 M compared with SEK
16,673 M in the preceding year. The Customer
Finance operations’ operating income rose to
SEK 1,522 M (1,496).

Net financial items

Net interest expense amounted to SEK 2499 M,
compared with SEK 2,496 M in the preceding
year.

Income taxes

The tax expense for the year amounted to
SEK 919 M (4,116) corresponding to a tax rate
of 20% (27). The tax expense was positively
impacted by a revaluation of deferred tax and a
tax credit in Brazil.

Income for the period and earnings

per share

The income for the period amounted to SEK
3,802 M (11,378), corresponding to diluted earn-
ings per share of SEK 1.76 (5.61). The return on
shareholders’ equity was 5.0% (14.7).

Net sales by business area, SEKM 2013 2012 % Operating income (loss) by business area, SEKM 2013 2012
Trucks 178,474 189 156 ®) Trucks. R o —— ‘6 145 1_9.7?9
Constructlon Equnpment ) ) 53, 437 63 558 (16) Construction Equlpment 5692 5,667
Buses 16,707 ~(15)  Buses T aso 31
Volvo Penta 7,550 () VooPenta - 626 549
Voo Asto - > Vomier o T
Eliminations and other o " 9252 7048 31 Eliminations and other ] 3557)  (1,235)
Indusirial Opemfions - 265420 292,198 (9) Industrial Operations - .
Customer Finance 95309 9,783 2 Customer Finance 1,522 1,496
‘Reclassifications and eliminations "(2336) (2167) T® Volvo Group 7138 18,069
Volvo Group 272,622 299,814 ©)) ) o ’
1 Adjusted for acquired and divested units and changes in currency rates, net sales Operating margin, % 2013 2012
decreased by 2%
Trucks o 34 57
Construction Equipment 4.9 8.9
Buses . 0.2
Net sales, SEK bn vc|vow|5eﬁta>"v"f7 T 8.3 72
Volvo Aero . 14.9
| Industrial Operations 2.1 5.7
Volvo Gr(:J':lp 2.6 6.0
Change in operating income, Change
SEK bn (excludm Currency
cunenc;g impact Total
Operating income 2012 N s 1841
Changé in gross income Industrlal operat!prﬁ e “(75_.;4) - (7 0)
09 10 11 12 13 Change in gross income Customer financing 0.3 0 0.3
218 265 310 300 273 Higher c credxt losses T 05 0 @ 5)
Y p Sstructure (1.4) o a 4)
Operating income, SEK M Lower_;ggntallzétlon of development cost a3 Ol ‘ (TQ)
Lower research and development
2012 2013 expenditures 01 04 05
] Higher-setling-and administrative-expenses (2.6) 1.5 (11
- “Revaluation of assets held %x:sale ) i D
ol (Volvo Rents) (1.5) 0 (1.5)
i T ST s profit sharing program 02 = 0 ]
Restructuring and efficiency program 08 0 0.8
Other - ] 1) 0o 0
[—1 1 Operatmg mcome 2013 o ) ‘ 7.1

Qi Q2 Q3 Q4 a1l Q2 a3 Q4
6,240 7,709 2,920 1200 | 482 3262 2398 996

1 During 2013 gross income was affected by lower volumes which was partly
offset by an improvement in price variances and warranty cost.
2 Of the total credit losses SEK 0.3 billion are related to customer financing.
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Industrial Operations
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In 2013, net sales for the Volvo Group's Indus-
trial Operations decreased by 9% to SEK
265,420 M (292,198). Compared with 2012,
sales decreased in all of the Group's markets
except South America. Adjusted for changes in
exchange rates net sales declined by 2%.

Lower earnings

In 2013, operating income for the Volvo Group's
Industrial Operations amounted to SEK 5,616
M compared to SEK 16,573 M in the preceding
year. The operating margin for the Industrial

Income Statement Industrial Operations, SEKM

Net sales

Operations amounted to 2.1% (5.7). Excluding
restructuring charges of SEK 715 M (1,550)
operating income amounted to SEK 6,332 M
(18,123) and the operating margin to 2.4%
(6.2).

The lower profitability is primarily an effect of
lower volumes, negative currency impact, reval-
uation of assets held for sale (Volvo Rents),
lower capitalization of research and development
expenses, higher selling and administration ex-
penses, that Volvo Aero contributed to the in-
come for the first three quarters of 2012 and

that the divestment of Volvo Aero had a positive
impact during 2012. Lower restructuring charges,
improved price variances and lower warranty
costs had a positive impact on profitability.

Impact of exchange rates on operating
income

Operating income for 2013 was negatively
impacted by approximately SEK 3.4 billion as a
consequence of changes in currency exchange
rates when compared with 2012.

Cost of sales

_Gross income
Gross s margin, %

Research and development expenses

_Selling expenses

Administrative exper}s.;s B )
Othnr “operating income and expenses

Income (loss) from | investments in joint ventures
and associated companies

lncome from other mvestments

Dpurating invoms Uossl industriel Qpeafions
Operating margin, %

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

Net sales'

Cost of sales

‘Research and deve!opment expenses

Selling and administrative expenses

Total effect of changes in exchange rates

2013 2012 Net sales by market area, SEKM 2013 2012 %
- 265,420 292,198 Western Europe 84,293 88,325  (5)
(209,307) (227,745) Eastern Europe o 18,626 20, 751 (10).
B B - ) 56,113 64,454 North America o 60237 68297 (12)
o _.._.Q_l‘_,,,,.,,, 221 South America ) 28 751 27, 970 3
7 (18
(15124) (14,635) A5|a e 52,805 64,667 (18)
(26.004)  (26.230) Other markets 20,708 22,188  (7)
(6824 (5535) Total Industrial Operations 265,420 292,198 (9)
(2,710) (1,538)
Operating net flow per currency
96 29 Local currency’, million 2013 2012
S 5(;‘? o ane aem
TS A = — 501, _.(158),
= GBP B ) o o 631 472
. — - : L2
JF’Y(X100) (128) (181)
15.819) 1 The predominant part of the operations in the Volvo Group are situated outside
(s, Sweden. Therefore the fluctuations in currency rates affecting the net flow in
10,356 foreign currency are in many cases not against SEK.
455
1,606
(3,402)

on operating income

1 The Volvo Group sales are reported at monthly average rates.

Research and developmentexpenses

09 10 11 12 13
132 130 133 146 151

—
63 50 44 50 57 ==
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Customer Finance Operations

Total new financing volume in 2013 amounted
to SEK 47,0 billion (46.6). Adjusted for changes in
exchange rates, new business volume increased
by 5.9% compared to 2012. In total, 51,466 new
Volvo Group vehicles and machines (50,994)
were financed during the year. In the markets
where financing is offered, the average pene-
tration rate was 27% (27).

As of December 31, 2013, the net credit port-
folio amounted to SEK 103,873 M (99,690). The
funding of the credit portfolio is matched in terms
of maturity, interest rates and currencies in

Income Statement Customer Finance, SEK M

Finance and lease income

Finance and lease expenses

accordance with Volvo Group policy. For further
information see note 4 to the Consolidated finan-
cial statements.

The operating income for the year amounted
to SEK 1,522 M compared to SEK 1,496 M in
the previous year. Return on shareholders’ equity
was 12.1% (12.5). The equity ratio at the end of
the year was 8.1% (8.1). Improvements in gross
income and operating expenses were partially
offset by higher provisions.

During the year, credit provision expenses
amounted to SEK 923 M (639) while write-offs

of SEK 719 M (577) were recorded. Third quar-
ter provisions and write-offs were higher than
normal due to deterioration of collateral posi-
tions and values related to non-performing loans
and leases in Spain stemming from the global
financial crisis in 2009 and 2010 caused by the
continuing recession and protracted legal pro-
cesses in that country. The write-off ratio for 2013
was 0.71% (0.58). At the end of December 31,
2013, credit reserves were 1.31% (1.23) of the
credit portfolio.

Credit provision expenses

Gross income

Selling and administrative expenses

Other operating income and expenses

Operating income (loss)

Income taxes

Income (loss) for the period

Return on‘Equity, %

2013 2012 Key ratios, Customer Finance' 2013 2012
9,539 9,783 Creditportfolionet, SEKM 103873 99690
(5.534) (6,036) Operating income, SEK M 1622 1496
4,005 3.747 Return on shareholders’ equity, % - o121 125
e Total penetration rate, % 27 27
(1,640) (1.694) e BN
(92?3)77 T Zggéj‘ Penetration by business area’, % B ) R o
79 83 Volvo CE 36 37
1,522 1,496 Volvo Trucks ) 30 30
e e Renault Trucks 2 23
R 3 Mack Trucks 21 19
1,054 1,062 = = S
Tar T qpp  Buses . 6 2
e : UD Trucks 12 13

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




FINANCIAL POSITION
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Maintained financial position

Net debt in the Volvo Group's Industrial Operations amounted to SEK 32.1 billion at December 31, 2013,
equal to 46.8% of shareholders' equity. Excluding provisions for post-employment benefits the Industrial
Operation’s net debt amounted to SEK 19.8 billion, which equal to 29.0% 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
SEKM 2013 2012 2013 2012 2013 2012 2013 2012
Assets B
Non‘current aSSEtS = = . CE N = e S B
_Intangible assets _ Note 12 36479 38592 109 106 - - 36,588 38,698
_Tangible assets e Mote 8 —
. Property, plant and equipment 51,819 53,330 87 105 - - 51,906 53,435
__Investment property B 327 754 - = = = i 327 754
Assets under operating leases o 17,013 21263 13714 12,643 (5,055) (4784) . 25672 29022
Financial assets o o
Investments in joint ventures
_and associated companies ~~ Noteb 4523 = = = = 4,377 4,523
Other shares and partuapatlon': Note 5 1614 6 6 s = 1,850 1620
Note 15 600 49466 47,329 (6401)  (6773) . 43,792 41156
C ~ Note 10 15106 840 770 - - 13,166 15876
_Prepaid pensions _ T Note20 T wm T T B
__Non- cur‘rgntvyjigrest t_)earmg recenvables Note 16 653 34 )4)  (316) 480 337
Other non-current receivables Note 16 3.017 3,334 128 127 (208) (373) 2,937 3,088 -
Total non-current assets 128,590 139,769 64,395 60,986  (11,768) (12,246) 181,217 188,510
Current assets
“Inventories O B Note 17 40964 39,741 189 352 - - 41,153 40,093
‘Current receivables o o o o o
) omer-financing receivables Note 15 679 797 40854 39,946 (1,464) (910) 40,069 39,833
_ Taxassets 1,692 o78 &7 3% - - 1749 1013
Interest-bearing receivables Note 16 1,645 3,038 473 - (1209)  (464) 909 2,574
Internal funding' ) 2,256 4612 - = (2,256) (4612) . =l -
__Accounts receivable Note 16 29,170 26395 245 121 - - 29,415 26,516
Other receivables Note 16 12, QO?WW 1753 1,383 2,651 _ (936) (2114) 12,654 12,290
Non interest- -bearing assets held for sale Note3 8,102 = B = ~ = 8,102 -
Interest-bearing asset: __Noted 2 = - = = = 2 = |
Marketable secu Note 18 25 3129 21 1 - = 2591 3130 :
Cash and cash equwalents Note 18 25,660 23,465 1,679 2,116 (371) (374) 26,968 25,207
Total current assets 124,947 113,908 44,901 45,222 (6,236) (8,474) 163,612 150,656
Total assets 253,637 253,678 109,296 106,208 (18,004) (20,720) ' 344,829 339,166

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

The Volvo Group's cash, cash equivalents and

The Volvo Group’s intangible assets amounted

The net value of assets and liabilities related

marketable securities combined, amounted o
SEK 29.6 billion at December 31, 2013 which
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ludes-SEK-0:2-billien-not-a
the Vo!vo Group and SEK 7.7 billion where other
limitations exist, mainly liquid funds in countries
where exchange controls or other legal restric-
tions apply. In addition to this, granted but not util-
ized credit facilities amounted to SEK 31.9 billion.

Total assets in the Volvo Group amounted to
SEK 344.8 billion as of December 31, 2013, an
increase of SEK 5.7 billion compared to year-
end 2012. The increase is mainly a result of
increased customer financing receivables due
to portfolio growth in the Customer Finance
Operations which is offset by changes in cur-
rency rates.

ilable-foruse-by———amounted-fo SEK 3,8 billios

fo SEK 36.6 billion as of December 31, 2013:
Investments in research and development

n.in 2013, resulting

to-pensionsand simitarobtigations-amounted-to

SEK 12.3 billion as of December 31, 2013, a

—decrease of SEK 6.5 billion compared to year-

in a net value of capltallzed development costs
of SEK 13.8 billion at the end of the year. The
Volvo Group's total goodwill amounted to SEK
20.0 billion as of December 31,2013, adecrease
by SEK 2.1 billion compared to year-end 2012
mainly as a result of the reclassification of Volvo
Rents to “Assets Held for Sale" and translation
differences.

The tangible assets decreased by SEK 5.3
billion during 2013, mainly related to the reclas-
sification of Volvo Rents at year end 2013.

The value of the inventories increased by SEK
1.1 billion during 2013. The increase is related to
both finished products within trucks and con-
struction equipment and production material.

‘end 2012. As of 2013 the Volvo Group ceases
to account for defined benefit liabilities using
the so called corridor method. All post-employ-
ment benefits are recognized on the Balance
sheet of the Volvo Group. See Note 20 and
Note 31 for further information. A third balance
sheet is presented in Note 31.

At year-end, the equity ratio in the Industrial
Operations was 27.0% and in the Volvo Group
22.4%. Equity in the Volvo Group amounted to
SEK 77.4 billion at December 31, 2013.



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
SEKM 2013 2012 2013 2012 2013 2012 2013 2012
Equlty and habllmes
Equity attributable to the equity holder of the A o ) -
Parent Company - Note 19 67134 67227 8906 8558  (® - 76,032 75,785
Minority interests R T Note 11 1,333 1266 2 = = T 1,333 1266
Total equity — ] 68,467 68,493 8,906 8558 ® - 77365 77,051
Non-current provisions
Provisions for post-employment bensfits  Note 20 12,249 18772 73 - - 2322 18835
_ Provisions for deferred taxes Note 10 324 2,971 2,082 o =) 2,406 4,850
Other provisions - Note 21 6,005 5,545 183 3 8 6,190 5,740
_Total non-current provisions o 18,578 27,288 2,338 2 8 20,918 28,425
Non-current liabilities Note 22 i
‘Bond loans T 46585 43092 - = - 46585 43,092
Otherloans C T mig190 33381 1 (6537)  (6553) 36864 38428
Cinternal funding TB4027) | (33990) _ o a73a @y - =3
Other liabilities 14,315 13,828 665 (3,503) (3,856) 11,477 10,714
Total non-current liabilities 58,092 56,281 48,608 46,670 (11,774) (10,717) 94,926 92,234
Currentprovisions  Note21 11,246 10916 58 50 o 10 11,304 10,976
Current liabilities Note 22 S
Loans - 46806 45456 6,705 6,393 (1959)  (1,836) 5
Internal fundmg (38,090) (33,746) 39,659 38,600 ~ (1,569) (4854)
Non interest-| beanng liabilities held for sale " Note 3 332 e -~ - 7 ey
; -‘Interest-beanng liabilities held for sale Note 3 18 ~ = _ = - - - —_—
‘Trade payables B 53,685 46313 216 159 - - 53901 46,472
_ Texliabilties - 1,072 614 48 (154) - - 1,120 460
Other liabilities Note 22 33,331 32,063 2,758 3,803 (2,696) (3,331) 33393 32,535
Total current liabilities 97,154 90,700 49,386 48,801 (6,224) (10,021) 140,316 129,480
Total equity and liabilities 253537 253678 109,296 106,208  (18004) (20,720) ' 344,829 339,166
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 2013 2012 Dec 31 Dec 31 Dec 31 Dec 31
Net financial position at the 2013 2012 2013 2012
beginning of period SR (38.0) (32.9)  Ngn-current interest-bearing assets
_ Cash flow from operatlng activities 146 124 " Non-current customer-financing o T
7lnye:§tmgq§s‘m_f|v>§gd ;§§et‘sfgq){'grl1 o (13.7) (18.2) receivables B = - 43792 41,156
Digramaly -1 - Non-current interest-bearing recevables 550 653 480 331
Operating cash-flow 15 (49 Curent interest-beariné assets .
Investments and divestments of shares, net 0.0 (1.2) __Cust ancing receivables e = 40 O@‘:;_ .. 39833
Acquwed and dlvested operations, mr;e’t o4 37 |nterest beanﬂgw(gcielyiarbles e ] 645 ] 3.0,3§ N Mgog,4 2574
Capital injections | (to)/from Customer Finance Internal funding I 2266 4612 - =
Operations 0.9 Interest- bearmg assets held for Cale 2 = 2 -
Currency effect 3.6 “Marketable securities v 2,570 3 3,129 2 591 3, 1304
Dividend paid to AB Volvo shareholders " (61)  Cash and bank ) "7 05660 23465 26968 25007
Dividend paid to m.nm{, 'é;m{;xh’; (02) 00 Totalfinancial assets _ 32683 34,897 114,811 112,237
ension payments and costs et 08 0 endleass______ (46585) (43092) (46,585 (43000
ther changes . A S otherloans _ (31219) (3335)  (36.864) (38428)
Total change 5.9 (5.1 -
Net financial position at end of period (32.1) (38.0) I S IO .. A e -
. . o . . . Current interest-bearing liabilities o -
. ) Loans ©(46806) (45456) (51,552)  (50,013)
Net debt, Industrial Operations, SEK bn internal funding - 38,090 33‘745‘“ T T
2012 2013 7!ﬁterést—ﬁgé};ﬁgjlgg!lmes held forsale ) (18)" R k18) =
(30318) (327) (5??{; i 3%% ) | ¢ 4%‘7) (ﬁ%) (402% T 3021 ) Total financial liabilities (52,511) (54,163)  (135.019) (131,534)
Net financial position excl. post-
Bl ' employmentbenefits  (19828) (19266)  (20208) (19,297)
i 3 1 Provision for post-employment benefits, net (12238) (18,772) (12,300) (18,835)
i J [ Net financial position incl.
[ [ \} post-employment benefits (32,066) (38,038) (32,508) (38,131)
f
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CASH-FLOW STATEMENT

The operating cash-flow affected by

an increase in working capital

During 2013, operating cash flow in the Industrial Operations
amounted to a positive SEK 1.5 billion (negative 4.8).

CONSOLIDATED CASH-FLOW STATEMENTS
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i Change in cash and cash equivalents

Industrial operations Customer Finance Eliminations Volvo Group Total
SEK M 2013 2012 2013 2012 2013 2012 2013 2012
_Operating activites = o - o
Operatingincome o 5,624 16,130 1522 1492 (8 0 7,138 17,622
Depreciation tanglble assets . 'Note13 6205 5,928 e 20 - 6,221 5,948
Amortization intangible a5>ets Note 12 5,021 3.168 34 23 - - 5065 3181
Depreciation leasi ) Note 13 3247 2890 2899 2726 - - 6146 5616
Other non-cash items T TNote29 1496 796 890 565 30 2416 1430
Total change in workmg caplta! Nhereof o B . - (1,956)  (9184) (8774 (14, 57-4) (@5 8 - i (10 765) (@1,%49)
_ Change in accounts receivable ) - (4799) _[LNQZAZ)___ (1200 29“ = - . (4919 (1,148)
Change in customer financing receivables ey 228 (8923 (14812) 284 1883 (8730) (12701
_Change in inventories ~ (3 209) 627 114 258 (168) 0 (3,263) 885
Change in trade payables R 7905 (7552 60 (8D (M) 0 7964 (7633
Other changes in working capual B B _ (1,762)  (1,260) 9s (a8  (150) (65 (1,817)  (1,343)
Interest and similar items received ) 362 527 = - g 6 364 533
Interest and similar items paid (2,404)  (2,825) = - (33) ;_(Zﬁf (2113]) (2 800)
Other financial items B (225) (319) = - - - (225 __(3_1?1
income taxespaid T(2641)  (4868)  (181) (697 B (2823 (5366
_Cash flow from operating activities 14,729 12,443 (3,594) (10,445) (45) 1,817 11,090 3,815
lnveStlng ECtlv'tles SRR - I ——n S —————_ e yse . %o e s e = OSPSE—
Investments in tangible assets - (8300 (9308 (29 @) 52 () (828)  (9338)
lnvestments inintangible assets ) B (3,903) (5.281) (18) ) ) 0 m%__@g&_ (5,300)
Investment in leasing vehicles (1,529) (3566)  (6784)  (6,496) 51 76 (8262  (9,986)
Dlsposa[s of fixed assets and leasing vehicles 556 911 2,848 2,205 (1) (6) 3,403 3,110
’ Operatlng cash ﬂow 1,546 (4,801) (7,574) (14,784) o 56 1,886 (5,972) (17,699)
Investments and divestments of shares, net Note 5,29 _ (14 (1,186)
Acquired and divested operations, net Note3,29 _ . 932 3390
Interest-bearing receivables incl marketable securities 510 3,678
_Cash-flow after net investments (4,544) (11,817)
Financing activities -
Change in loans, net ) ) ~ Note 29 i - 12,955 14,075
Dividend to AB Volvo e o B (6.084)  (6,083)
Dividend to minority sharehold e (16 0
Other 56 2
_Change in cash and cash equivalents excl.
translation differences . B o 2,221 (3,823)"
Translation difference on cash and cash equivalents (460) (797)

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Note18
Note 18




The cash flow within Industrial Operations was
positively affected by the operating income and
negatively affected by the increased working
capital. Accounts receivables increased with SEK
4.8 billion, inventories increased SEK 3.2 billion
and the trade payables increased SEK 7.9 billion.

Financial items and paid income taxes had a
SEK 4.9 billion negative effect on cash flow
within Industrial Operations, mainly through
payments of interests and income tax.

Operating cash flow within Customer Finance
was a negative SEK 7.6 billion (neg: SEK
14.8 billion), mainly due to increased customer
financing-receivables.

Investments

The industrial operations’ investments in fixed
assets and capitalized R&D during 2013 amount-
ed to SEK 12.2 billion (14.6).

Capital expenditures in Trucks amounted to
SEK 8.4 billion (10.7). Capital expenditures
within Trucks have also this year to a large
extent been driven by investments relating to
the extensive product renewal with the com-
pletely new Renault Trucks range, new Volvo
trucks, new heavy-duty trucks for growth mar-
kets, UD Quester, and a new Volvo VM in Brazil.
Also Euro 6 emission regulations, and product
related investments in production have had a
large impact. There are also larger investments
in the Kaluga-plant in Russia. During 2013 the
Volvo Group continued to invest in the dealer
network and workshops, mainly in Europe and
Asia (mainly Japan), but also in Latin America.

Capital expenditures for Construction Equip-
ment amounted to SEK 2.3 billion (1.7). The
major investments during 2013 related to the
new excavator plant in Kaluga, Russia; continu-
ation of the investment program in the North
American hub in Shippensburg, where the new
sales office has been inaugurated as well as
start-up of wheel loader production. The Jinan
Technology center in China has been finalized
during the year. The product related invest-
ments during the year refer mainly to the latest
emission regulations in Europe and North
America.

The investments in Buses were SEK 0.4
billion (0.3), and in Penta SEK 0.3 billion (0.2).

Investments in Volvo Rents were considera-
bly lower during 2013 than previous year. Dur-
ing 2012 the rental fleet was renewed and
expanded, affecting both investments in leas-
ing assets and other assets. Total investments
in leasing assets for Industrial operations
during 2013 amounted to SEK 1.5 billion (3.6).

During 2014, investments in property, plant
and equipment are expected to be on the same
level as in 2013. The investments will mainly
cover optimization of the industrial footprint,
dealer investments and product related tooling;
with a large share related to the Volvo Group
strategic objectives.

Acquisitions and divestments

In September 2012 AB Volvo increased its share-

holding in Deutz AG to just over 25% which had a

negative impact on cash flow of SEK 1.1 billion.
Acquired and divested operations 2013 had

a positive impact on cash flow of SEK 0.9 billion

(positive 3.4).

Financing and dividend

Net borrowings increased cash and cash equiv-

alents by SEK 13.0 billion during 2013 (14.1).
During the year dividend of SEK 6.1 billion,

corresponding to SEK 3.00 per share, was paid

to the shareholders of AB Volvo.

Change in cash and cash equivalents

The Volvo Group's cash and cash equivalents
increased by SEK 1.8 billion during the year
and amounted to SEK 27.0 billion at Decem-
ber 31, 2013.

> Refer to Note 29 for principles for preparing
the cash flow analysis.

Operating cash flow,
Industrial Operations, SEK bn

Capital expenditures, Industrial Operations

Self-financing ratio,
Industrial Operations %

=2012 = % 2013

Capitalized geve[opment

N

!’_]e
0 T

Q1 Q2 a3 Q4 Q1 Q2 Q3 Q4
(49) 25 (72 47 (76) 41 (63) 103

09 10 11 12 13
26 32 41 51 37
77 71 85 95 85
50 40 41 49 46

f
s e osisyok

B Property, plant and

" equipment, SEK bn
s Capital expenditures,
% of net sales

L4
09 10 11 12 13
(16) 294 210 72 112

Cash-flow from operating activities
divided by net investments in fixed
assets and leasing assets.
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CHANGES IN CONSOLIDATED SHAREHOLDERS’ EQUITY

Shareholders’ equity attributable to equity holders of
the Parent Company

116

Share Other  Translation Retained Minority Total
SEK M capital reserves' reserve earnings Total interests equity
Balance at December 31, 2011 2554 10 1176 80,841 84581 1100 85681
Effect of changes in accounhng prmcxples Note 1, 31 - 194 (199) (8.821) (8,826) = (8,826)
Adjusted opening balance at January 1, 2012 e 2954 204 977 72020 75755 1400 76885
Income for e period - - - _ 1,60 Thieo A9 T37e
 Other comprehensive income i o o
Translation differences on foreign S - (3,338) - (3338 (BT (3,399)
Share of OCI related to Joint Ventu
and associated companies = = (191) - aepy - (191
rAccumuIated translation differences reversed to income - E - (g = Cmy - (118)
Available-for- sellglpxg'ftments N Note 5, 19
o ams/losses at valuation to fair value = 343 - - 343 = 343
Cf}gnge_nn cash flow hedge reserve Note 19 - & = = B - 8
Remeasurements of defined benefit plans Note 20 - - = (2,234) (2,234) ~ (2,234)
Other comprehensive income for the period = 351 (3,647) (2.234)  (5.530) (67) (5,587)
Q(a‘,, ome O(V 17‘1 pericd o = 351 i :{3,{547}7 ,,,8‘?,2,5, B 5‘,2?7 - 7162 o :’—).79“‘17‘
Transactions with shareholders o i o
Dlvngignds to shareholders o = = = (6.083) (6,083)
jrajs__gﬂctlons with 1 minority interests ) = = = = = = .
Share based payments o Noteo7 - - - 0 90 - 90
s in minority interests ) = = - et B * =
Other changes = 3 N 391 394 4 398
Transarfore with shareholders I - 3 oo 6602 (5599) 4 (5599)
Balance at December 31, 2012 2,554 558 (2,670) 75,343 75,785 1,266 77,051
Iicome tot the period S . . T T -~
Other comprehensive income )
Translatxon differences on foreign operations B e s = (1,672) - Q87 38  (1634)
Share of OCI related to Joint Ventures
and associated companies o =R (135) = (135) - (135)
Accumulated translation differences reversed to income = - 37 - 37 - 37
Avallable for-sale investments: R Note 5, 19
__ Gain ns/losses at valuation to faur value S o 5 410 = = 470 = 470
_Change in cash ﬂow " Note 19 - 9 - = 9 = 9
Remeasurements of defined benefit plans Note 20 = = = 3,804 3,904 = 3,904
Siher comprebenstpincomeiorthapatiod e, WS KT 3OO0 Mo 88 288
Tetalincoreeforthe pariod - 479 (1,770) 7487 6.198 257 8,453
‘Changes in mtn_dkilty |nterests ) ) - . - I -
Other changes = - -
Transactions with shareholders o o . Sy = (5,949) (5949  (190)  (6,139)
Balance at December 31, 2013 2,554 1,037 (4,440) 76,881 76,032 1,333 77,365

1 For specification of other reserves, see Note 19.



Notes to Financial Statements

Comparative figures for 2012, except for cash-flow information, are restated for changes in Accounting Principles and do not correspond to the

figures presented in the Volvo Group Annual Report 2012. See note 31 in this Annual Report for further information about the restatement.

Amounts in SEK M unless otherwise specified. The amounts within parentheses refer to the preceding year, 2012.

NOTE 1 ‘ ACCOUNTING PRINCIPLES

The consolidated financial statements for AB Volvo and its subsidiaries
have been prepared in accordance with International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board
(IASB), as adopted by the EU. The portions of IFRS not adopted by the EU
have no material impact on this report. This Annual Report is prepared in
accordance with IAS 1 Presentation of Financial Statements and with the
Swedish Annual Accounts Act. In addition, RFR 1 Supplementary Rules
for Groups, has been applied, which is issued by the Swedish Financial
Reporting Board.

How should the Volvo Group's accounting policies be read?

Volvo describes the accounting policies in conjunction with each
note in the aim of providing enhanced understanding of each accounting
area. The Volvo Group focuses on describing the accounting choices
made within the framework of the prevailing IFRS policy and avoids
repeating the actual text of the standard, unless the Volvo Group consid-
ers it particularly important to the understanding of the note's content.
The following symbols and shows which amounts in the notes
that can be found in the income statement or balance sheet. Refer to the
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, IFRS 13
_operations

Business combinations 3, Acquisitions and divestments of shares in subsidiaries IFRS 3

5, Investments in joint ventures, associated companies and

Joint ventures

other shares and participations

IFRS 11,IAS 28, IFRS 12

Pensions and stmﬂar obhgatlons o QO Prowsmns for pv

Wemp!oyment benei

31, Changes in Volvo Group Financial Reporting 2013 IFRS 11, 1AS 28
Investments in associates 5, Investments in joint ventures, associated companies IAS 28
o and other shares and participations o
Operatmg segments gment reporting ) - IFRS 8 . o
Revenue B B ﬂneome e IAS 17,1AS 18 i -
Shares and partlcrpatrons o i ) 5 Investments in jolntventures‘assocnated compames S TAS'?ZB 'l;\é‘éé IAS 36 IAS 39 IFRS 7
and other shares and participations o jFRS_13 B o
Fmancnalmcome anrcrl_ e%pertses A X 't\er fmanctal income and expenses o o IAS39
_Income taxes 10 Income taxes IAS 12 o
Mlnorlt interests ) T ‘ o 11, Minority mterests» ‘‘‘‘‘ . IFRSI10,IFRS 1 12 o
Research and developrr;ent expendlture S 12, Intangible assets l ‘W ' ~ IAS36,1AS 38 o -
Intanglble assets o " 12,1n ngible assets ) — ) ‘7 o .,.' - - IAS | 36, IAS 38 B
Tangbleassets T T i3 Tangbleassets " IAS16IAS36,AS 40, IFRS 13
“Leasing - - 14, Leasing T s » 7
Customer~fir1ar1cing receivables o " 15, Customer- flnancmg"recelvables . 'IAS 17,1AS 18, 1AS 32,1AS 39, IFRS 7,
IFRS 13
- " 17, Inventories ) s2 -
:Earnmgs per share o 19, Equity and number of shares B IAS 33

IAS 19Revised

I1AS 1OD VIS ri IAS 8

Provnsrons for resrdual va[ue nsks

IAS 17 IAS 18 IAS 37

rRestructurmg costs

Warranty-expenses s

21, Other prov1510ns

1AS 37

IAS 37, IAS 19 Revised

Liabilities QQ Liabilities

IAS 32, IAS 37, IAS 39, IFRS 7,
IFRS 13

Cor\tmgent Irabllntres

Transactions wi wrth related partles

24 Contrnger}t liabilities

25 Transactions with related parties

IAS 37
IAS 24

Government grants

»Share based | payments 27, Personnel

26, Government grants

IAS QO

CIFRS 2

Cash f|ow statement 29 Cash f flow

Fmanual mstruments

' 16 Recelt/ables

and pohcles in fmancral r|sk management

st
|IAS 32, 1AS 39, IFRS 7, IFRS 13,1AS 8

18, Marketable securities and I|qu1d funds

30, Fmancnal mstrumen‘ts‘

31, Changes in Volvo Group»Fmanmal Reportmg 2013 S B

17
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¥y Consolidated financial statements

Principles for consolidation

The consolidated financial statements are as from January 2013 pre-

pared in accordance with the principles set forth in IFRS 10 Consolidated

Financial Statements. Accordingly, intra-group transactions and gains on

transactions with joint ventures and associated companies are eliminated.

The consolidated financial statements comprise the Parent Company, sub-

sidiaries, joint ventures and associated companies.

- Subsidiaries are defined as entities that are controlled by the Volvo Group.

- Joint ventures refer to joint arrangements whereby the Volvo Group to-
gether with one or more parties that have joint control, have rights to the
net assets of the arrangements. Joint ventures are as from January 1,
2013 recognized using the equity method of consolidation. Comparative
figures for 2012 have been restated.

- Associated companies are companies in which Volvo Group has a sig-
nificant influence, which is normally when Volvo Group's holding of
shares correspond to at least 20% but less than 50% of the voting
rights. Holdings in associated companies are recognized in accordance
with the equity method.

29 Read more about how the changes in accounting principles for joint ventures
have affected the Volvo Group's financial reports in Note 31.

Translation to Swedish kronor when consolidating companies are using
foreign currencies

AB Volvo's functional currency is Swedish krona (SEK). The functional
currency of each Volvo Group company is determined based on the pri-
mary economic environment in which it operates. The primary economic
environment is normally the one in which the company primarily generates
and expends cash. In most cases, the functional currency is the currency
of the country where the company is located. AB Volvo's and the Volvo
Group's presentation currency is SEK. In preparing the consolidated finan-
cial statements, items in the income statements of foreign subsidiaries
(except for subsidiaries in hyperinflationary economies) are translated to SEK
using monthly average exchange rates. Balance-sheet items are trans-
lated into SEK using exchange rates at year-end (closing rate). Exchange
differences arising, are recognized in other comprehensive income and
accumulated in equity.

The accumulated translation differencies related to a certain subsidi-
ary, joint venture or associated company are reversed to the income state-
ment as a part of the gain/loss arising from disposal of such a company
or repayment of capital contribution from such a company.

Receivables and liabilities in foreign currency

Receivables and liabilities in currencies other than the functional currency
(foreign currencies) are translated to the functional currency using the
closing rate. Translation differences on operating assets and liabilities are
recognized in operating income, while translation differences arising in
financial assets and liabilities are recognized in financial income and

expenses. Financial assets and liabilities are defined as items included in
fthe Volv Definitions at the end of

Group{se
FOUPAS

Closing rate
Exchange rates Average rate as of Dec 31
Country Currency 2013 2012 2013 2012
Australia AUD 63046 70183 57592 67655
‘Brazl  BRL 30308  3.4837 7821 31885“
EuroZone EUR 86586 87145
Japan  JPY 00669 00851 ”00619
Canada_ CAD 63204 67827 60755
“China CNY 10573 10738 10732
“Norway NOK 1.1105 11651 1.0590
‘Great Britain GBP 101926 107402 107392 104977
South Africa ZAR 06773  0.8275 06213 07661
‘SouthKorea  KRW 00060  0.0060 00062 0.0061
United States USD 65153 67767 65097 65169

New accounting principles for 2013
As from January 1,2013 the Volvo Group applies the following new account-
ing standards:

IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements,
IFRS 12 Disclosure of Interests in Other Entities, amendments to IFRS 10,
IFRS 11and IFRS 12, IFRS 13 Fair value Measurement, |IAS 28 Investments
in Associates and joint ventures (revised 2011), amendments to IAS1 Pres-
entation of Financial Statements, amendments to IAS 36 Impairment of
Assets, amendments to IFRS 7 Financial instruments: Disclosures and
IAS 19 Employee Benefits (revised 2011). The Volvo Group has also as from
January 1, 2013 changed the presentation regarding hedging effects on firm
flows to be included in the finance net, these were previously reported
within operating income. However hedging effects on firm flows from spe-
cific orders are still recognized in the operating income.

The major accounting changes refer to recognition of investments in
joint ventures in accordance with IFRS 11 and IAS 28 (revised), that the
Volvo Group ceases to account for defined pension liabilities using the so
called corridor method in accordance with IAS 19 (revised) and that the
presentation of hedging effects on commercial flows are changed to be
included in the finance net. The new accounting principles have been
applied retrospectively and comparative numbers for 2012, except for
cash-flow information, are restated and do not correspond to the numbers
presented in the Volvo Group Annual Report 2012.

¥) Read more about the restatement and how IFRS 11 and IAS 28 (revised),
IAS 19 (revised) and the changes in presentation of hedging have affected the
Volvo Group's financial reports in Note 31.

IFRS 10 Consolidated Financial Statements

IFRS 10 replaces the consolidation instructions in IAS 27 Consolidated
and Separate Financial Statements and SIC - 12 Consolidation - Special
Purpose Entities and introduce one basis for consolidation, which is control.
If the following three criteria are fulfilled control is obtained (i) power of
the investee (ji) exposure, or rights, to variable returns from its involvement
with the investee, and (jii) the ability to use power over the investee to

the-netfinancial-position-of the
this report). Derivative financial instruments used for hedging of exchange
and interest risks are recognized at fair value. Gains on exchang rates
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“are recognized as receivables and 10SSES on exchange rates are S Tect a-

nized as liabilities. Depending on the lifetime of the financial instrument,
the item is recognized as current or non-current in the balance sheet.
Exchange rate differences on loans and other financial instruments in
foreign currency, which are used to hedge net assets in foreign subsidiaries
and associated companies, are offset against translation differences in the
shareholders’ equity of the respective companies. Exchange-rate gains and
losses on assets and liabilities in foreign currencies, both on payments dur-
ing the year and on measurements at year-end, impact profit or loss in the
year in which they are incurred. The more important exchange rates applied
in the consolidated financial statements are shown in the table.

affect the amount of the return. 1FRS 10 tas mothad any significant
impact on the consolidation of other companies of which the Volvo Group
hnc nwnprqhm ¥old lq_my_olvpd

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 requires more detailed disclosures on subsidiaries, joint arrange-
ments, associates and any unconsolidated structured entities in which the
company is involved. The disclosures in note 5 in the Volvo Group's annual
report 2013 have to some extent increased due to IFRS 12. The disclosures
related to minority interests have also increased and are shown in note 11.



IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance for fair value measurement
and disclosures of fair value measurements. IFRS 13 does not change the
requirement regarding which items should be measured or disclosed at fair
value. The standard is to be applied prospectively and comparative disclo-
sures is not required. IFRS 13 requires us to take into account factors that
are specific to the transaction and to the asset or liability. According to
IFRS 13, an entity shall take into account the effect of its credit risk when
measuring fair value of financial liabilities. In many cases, the transaction
price will equal the fair value. IFRS 13 applies to all transactions and bal-
ances (financial or non-financial) for which IFRSs require or permit fair value
measurements, except for share-based payment transactions and leasing
transactions. IFRS 13 is effective from January 1, 2013. The standard has
not had any material effect on the Volvo Group.

Amendments to [AS 36 Impairment of Assets
The amendments to IAS 36 refer to a disclosure requirement about recov-
erable amount which was made as a consequence of IFRS 13. This disclo-
sure requirement has been removed and disclosures regarding recovera-
ble amount are restricted to when an impairment loss is recognized. The
effective date is January 1, 2014 but earlier application is permitted. Volvo
Group is applying the amendments as from January 1, 2013.

Other new or revised accounting standards or new interpretations
effective from January 1, 2013 have not had any material impact on the
Volvo Group's financial statements.

New accounting principles for 2014 and later

When preparing the consolidated financial statements as of December 31,
2013, a number of standards and interpretations has been published, but
has not yet become effective.

IFRS 9 Financial instruments

IFRS 9 is published in three parts: Classification and Measurement, Im-
pairment and Hedge Accounting, which will replace the current IAS 39. A
joint position regarding how the implementation of IFRS 9 will impact the
Volvo Group will be taken in conjunction with the final version of all three
components of the project being published. The mandatory effective date
has been removed from the standard (previously January 2015), thus this
date is at present not known.

Other new or revised accounting standards are not considered to have a
material impact on the Volvo Group’s financial statements.

NOTE 2 j KEY SOURCES OF ESTIMATION UNCERTAINTY

The Volvo Group's most significant accounting policies are primarily
described together with the applicable note. Refer to Note 1, Accounting
Policies for a specification. The preparation of AB Volvo's Consolidated
Financial Statements requires the use of estimates and assumptions that
may affect the recognized amounts of assets and liabilities at the date of
the financial statements. In addition, the recognized amounts of net sales
and expenses during the periods presented are affected. In preparing these
financial statements, management has made its best judgments of cer-
tain amounts included in the financial statements, materiality taken into
account. Actual results may differ from previously made estimates. In
accordance with IAS 1, the company is required to disclose the assump-
tions and other major sources of estimation uncertainties that, if actual
results differ, may have a material impact on the financial statements.

.| The sources of uncertainty which has been identified by the Volvo
~#i= Group and which are considered to fulfill these criteria are pre-
sented in connection to the items considered to be affected. The table
below discloses where to find these descriptions

Source of estimation uncertainty Note

Buy-back agreements and residual value
guarantees

Deferred taxes o o
Impairment of goodwill and other intangible
_assets

7, Income

10, Income taxes

12, Intaggible assets o

13, Ia'ngik;le assets

15, Customer-financing
receivables

16, Receivables

_Impairment of tangible assets

Credit loss reserves

Inventory obsolescence 17, Inventories

Assumptions when caicul-artingipensmns and QO: Provisions for post-
other post-employment benefits ‘employment benefits

Product warranty costs 21, Otherprovisions

o 21, Other prorviiisjo“nfi _
21, Other provisions
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NOTE3 ‘ ACQUISITIONS AND DIVESTMENTS OF SHARES IN SUBSIDIARIES

b

ACCOUNTING POLICY

Recognition of business combinations
The Volvo Group applies IFRS 3, Business Combinations, for acquisitions.
All business combinations are recognized for in accordance with the pur-
chase method. Volvo Group measures acquired identifiable assets, tangi-
ble and intangible, and liabilities at fair value. Any surplus amount from the
purchase price, possible non-controlling interests and fair value of previ-
ously held equity interests at the acquisition date compared to the Volvo
Group's share of acquired net assets is recognized as goodwill. Any deficit
amount, known as negative goodwill, is recognized in the income statement.
In step acquisitions, a business combination occurs only on the date
control is achieved, which is also the time when goodwill is calculated.
Transactions with the minority are recognized as equity as long as control
of the subsidiary is retained. For each business combination, the Volvo Group
decides whether the minority interest shall be valued at fair value or at the
minority interest’s proportionate share of the net assets of the acquiree. All
acquisition-related costs are expensed. Companies acquired during the
year are consolidated as of the date of acquisition. Companies that have
been divested are included in the consolidated financial statements up to
and including the date of the divestment.

Non-current assets held for sale and discontinued operations

The Volvo Group applies IFRS 5, Non-current Assets Held for Sale and
Discontinued Operations. The standard also includes the treatment of cur-
rent assets. In a global group like the Volvo Group, processes are continu-
ously ongoing regarding the sale of assets or groups of assets at minor
values. When the criteria for being classified as a non-current asset held
for sale are fulfilled and the asset or group of assets are of significant
value, the asset or group of assets and the related liabilities are recognized
on a separate line in the balance sheet. The asset or group of assets are
tested for impairment and, if impaired, measured at fair value after deduc-
tions for selling expenses. The balance sheet items and the income effect
resulting from the revaluation to fair value less selling expenses are nor-
mally recognized in the segment Group headquarter functions and other,
until the sale is completed and the result distributed to each segment.

AB Volvo's holding of shares in subsidiaries as of December 31,2013 is
disclosed in note 13 for the Parent Company. Significant acquisitions,
formations and divestments within the Group are listed below.

Business combinations during the period

During 2013, the Volvo Group acquired net assets amounting to 23 (702).
The acquisition do not have any significant impact on the Volvo Group's
earnings and financial position. For acquisitions made in 2012, the fair-
value adjustments to the acquisition balance sheets have not had any sig-
nificant impact on the Volvo Group. The impact on the Volvo Group's bal-
ance sheet and cash-flow statement in connection with the acquisition of
subsidiaries and other business units are specified in the following table.

Acquisitions 2013 2012
Intangible assets . o e 190
Nﬁ}ggerty, plant and equipment - 1
Assets under operating lease 8 415
Inventories B 9 - 503
Current receivables 2. .97
"Cash and cash equivalents . B T
Otherassets I
Minority interests i 7 e
Provisions B — M __©n
Loans W 225
Current liabilities (95) (622)
Acquired net assets B o e ?#3__”, R 702 -
Goodwill N 48 888
Negative goodwill = (42)
Total n_ .58
Cash and cash equivalents paid m (549

Cash and cash equivalents accordir{gAio écﬁru‘is‘itbinon
analysis = 21
Effect on Group cash

and cash equivalents (71) (1,527)
Effect on Group net
financial position (138) 1,714)
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Divestments

In May 2013 the consultancy company DRD, wholly-owned by UD Trucks
with product development operations and approximately 500 employees,
was divested. The divestment resulted in a capital gain of SEK 99 M in the
second quarter 2013.

In September 2013, the Volvo CE Central European distribution network
operations was divested. The divestment resulted in a capital gain of SEK 92
in the third quarter 2013.

The divestment of Volvo Aero was finalized during 2013.

In addition to that the Volvo Group has not made any other divestments
during 2013, which solely or jointly have had a significant impact on the
Volvo Group’s financial statements.

The impact on the Volvo Group's balance sheet and cash-flow statement
in connection with the divestment of subsidiaries and other business units
are specified in the following table.

Assets and liabilities held for sale

As of December 31, 2013, the Volvo Group recognized assets amounting to
SEK 8,104 M and liabilities amounting to SEK 350 M as assets and liabil-
ities held for sale. This referred mainly to the divestment of Volvo Rents in
North America. Volvo Rents offers rental of comprehensive range of ma-
chines intended for the construction and engineering industry, including
Volvo CE products. Volvo Rents has operations in the US, Canada and
Puerto Rico and has about 2,100 employees. As part of its strategic effort
to focus on the core business, the Volvo Group has agreed to divest Volvo
Rents. Per December 31,2013, Volvo Rents were classified as assets held
for sale and valued at fair value, a revaluation was therefore recognized
within Other operating income and expense amounting to SEK 1.5 billion.
The fair value is based on the purchase price stated in the sale and pur-
chase agreement signed between the buyer and the seller, the purchase
price is considered as a level 1 in accordance with the fair value hierarcy in
IFRS 13. Translation differences on foreign operations of 13 was included

Divestments 2013 2012 in other comprehensive income.

Intangible assets - (3,220) There was also real estate amounting to SEK 1,014 M classified as assets
“Property, plant and equipment B (140)  (1786) held for sale at year end 2013. For the comparison year 2012, there were
"'Aééétéﬁnderﬂépeir'ét'iﬁgﬁliéélse 169) " (2aa) no assets or liabilities classified as held for sale.

Shares and particpations " - an

Inventories 127) (2,505) Assets and liabilities held for sale Dec 31, Dec 31,
e A S——— — < et - 2013 20“2

(914) (1,395) . .

e e e e Rterihls masts = =

Cash and cash equivalents 87) (323) — g ks S s e
3 S - - — =] Tangible assets 7,185 =

Other provisions 36 1,108 e R 591

. . ventori =

Other liabilities 472 3385 — Dtes e

ccounts recelvabie - =
ivested net asset 4,997 R ——

B e e L2 ) Other current receivables B 684 0 -

Goodwill (27) (300) Other assets 14 -
Total (949) (5,297) Total assets ) 8,104 =
Additional purchase price - 653 o
S T - jr_ade payables o 76 =
Cash and cash equivalents received 1090 5,240 Provisions 197
C_ash and cash equivalents. _Other current liabilities 137 -
divested companies ®7 (323) Other liabilities 10
Effect on Group cash P,
and cash equivalents 1,003 4,917 Total liabilities 350 -
Effect on Group net . B :
financial position 537 5,594 Acquisitions and divestments after the end of the period

Volvo Rents in North America was divested per January 31,2014. The Volvo
Group has not made any other significant acquisitions or divestments
after the end of the period that have had any significant impact on the
Volvo Group.
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NOTE4 i GOALS AND POLICIES IN FINANCIAL RISK MANAGEMENT

The Volvo Group's global operations expose the company to financial risks
in the form of interest rate risks, currency risks, credit risks, liquidity risks
and other price risks. Work on financial risks comprises an integrated
element of the Yolvo Group’s business. Volvo Group strives to minimize
these risks by optimizing the Group's capital costs by utilizing economies
of scale, minimize negative effects on income as a result of changes in
currency or interest rates and to optimize risk exposure. All risks are man-
aged pursuant to the Volvo Group's established policies in these areas.

The Volvo Group's risk management related to specific balance sheet
items are also described in other areas of the Annual Report, see references
in the Notes.

3> Read more about accounting principles for financial instruments in Note 30,
Financial Instruments.
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Interest-rate risk refers to the risk that changed interest-rate levels will
affect the Volvo Group's consolidated earnings and cash flow (cash-flow
risks) or the fair value of financial assets and liabilities (price risks).

| §
M POLICY

Matching the interest-fixing terms of financial assets and liabilities
reduces the exposure. Interest-rate swaps are used to change/influence
the interest-fixing term for the Volvo Group’s financial assets and liabili-
ties. Currency interest-rate swaps enable borrowing in foreign currencies
from-different markets-without introducing currency risk. The Volvo Group

BRL
58

between 8 and 10% in the customer finance operations. At year-end
2013, the degree of such matching was 99% (99) for the segment Cus-
tomer Finance, which was in line with the Volvo Group's policy. The central-
ized Treasury function has, for practical as well as business reasons, the
mandate to mismatch the Customer finance portfolio down to a matching
ratio of 80%. At year end 2013, matching ratio was 95% (89). Any gains
or losses from the mismatch impacts the segment Group functions and
other within Industrial operations. At year-end 2013, in addition to the
assets in its customer-financing operations, the Volvo Group’s interest-
bearing assets consisted primarily of cash, cash equivalents and liquid
assets invested in short-term interest-bearing securities. The objective for
the Volvo Group's short-term interest-bearing securities is to achieve a
return on these assets equivalent to a three-month fixed term security. On
December 31, 2013, the average interest on Industrial operations finan-
cial assets was 1.19% (1.1). After taking derivatives into account, outstand-
ing loans had interest terms corresponding to a short term interest-rate

also has standardized interest-rate forward contracts (futures) and FRAs
(forward-rate agreements). Most of these contracts are used to hedge

“interest-rate levels for'sh

fixing term, between one to three months and the average interest on
Industrial operations financial liabilities at year-end amounted to 3.3%

erm borrowing or investments.

oo

Cash-flow risks

The effect of changed interest rate levels on future currency and inter-
est-rate flows primarily pertains to the Volvo Group'’s customer financing
operations and net financial items. Customer finance operations measure
the degree of matching interest rate fixing on borrowing and lending. The
calculation of the matching degree excludes equity, which amounted to

—TH32) including the Volvo Group's credit-costsT ===

Price risks 7¢

Exposure to price risks as result of changed interest-rate levels refers to
financial assets and liabilities with a longer interest-rate fixing term (fixed
interest).

The following table ¥p shows the effect on earnings before taxes in
Industrial Operations net financial position, including pensions and similar
obligations, if interest rates were to increase by 1 percentage point, (100
basis points) assuming an average interest-rate fixed term of three months.*

* The sensitivity analysis on interest rate risks is based on simplified assumptions.
It is not unreasonable for market interest rates to change by one percentage
point (100 basis points) on an annual basis. However, in reality, these rates often
rise or decline at different points in time. The sensitivity analysis also assumes a
parallel deferment of the return curve, and that the interest rates on assets

and liabilities will be equally impacted by changes in market interest rates.
Accordingly, the impact of real interest-rate changes may differ from the analysis
presented above. ¥ p

3> Read more about the Industrial Operations net financial position on page 112.



! Currency Net financial Impact on earnings before Impact on Net financial
position incl. tax if interest rate rises 1% position if SEK appreciates
pensions against other currencies 10% !
7 (Interest-rate risks) 78 (Currency risks)
The Volvo Group’s SEKM
net assets in different JPY (13,4100~ w1341
currencies (SEK bn) = SEK oSy @9 -
Usb N (7,485) s (65) 749
RUB (1,763) 5% ww()757) | 176
CNY_ o 07T 3z soageat8 ~ (208)
EUR 1,911 17 (191)
e oo seenn = - g
e Other (4,365) (38 436
Total ¢ (32,066) 279) 2,303
GBP 1S 23 Read more about the Industrial Operations net financial position on page 113. ?
D
EUR
224 IPY 4.4
KRW 3.1
CNY
8.5
i8R 0.9 CTHER
i2.2
I )
CURRENCY RISKS Fr POLICY

The content in the balance sheet may be affected by changes in different
exchange rates. Currency risks in the Volvo Group's 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-
ments (financial currency exposure) and changes in the value of assets
and liabilities in foreign subsidiaries (currency exposure of equity).

The aim of the Volvo Group's currency risk management is to secure cash
flow from firm flows through currency hedges pursuant to the established
currency policy, and to minimize the exposure of financial items in Volvo
Group's balance sheet. Below is a presentation on how this work is con-
ducted for commercial and financial currency exposure, and for currency
exposure of equity.

The Volvo Group’s outstanding forward contracts and options contracts for hedging of commercial currency risks

Currencies Market value
e —————— USD/CNY SGD/SEK EUR/USD
R A A e S S b . S > A F— i - PSENEU RS USSR 39 13 -
Due date 2016 = = = 9 - =
Total local currency - 4,500 285 276 108 54 5
Average contract rate 1.02 6.51 1.09 6.34 BJS 1.28
Market value of outstanding forward contracts, SEK M 212 2) 50 22 32 3 317
1 The outstanding forward contracts in CNY/SEK is the hedging of future cash flow of the acqusition of Dongfeng Commercial Vehicles. -
»
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> Goals and policies in financial risk management (cont.)

Commercial currency exposure

Transaction exposure from commercial flows

Volvo Group conducts manufacturing in 18 countries around the globe
and more than 90% of net sales are generated in countries other than
Sweden. Transaction exposure from commercial flows in foreign currency
are generated from internal purchases and sales between manufacturing
units and market companies and external sales and purchases in foreign
currency around the globe. As the predominant part of the operations in
the Volvo Group are situated outside Sweden, the fluctuations in currency
rates affecting the transaction flows in foreign currency are in many cases
not against SEK.

The hedging of the Volvo Group's commercial currency exposure is de-
cided centrally. The Volvo Group's consolidated currency portfolio exposure
is the value on forecasted future payment flows in foreign currency. Volvo
Group only hedge part of the forecasted portfolio that is considered
highly probable to occur (i.e firm flows), most of which are realized within
six months. The Volvo Group uses forward contracts and currency options
to hedge the portion of the value of forecasted future payment flows in
foreign currency. The amount of firm flows for all periods fall within the
framework of the Volvo Group's currency policy.

The table ¢ shows outstanding forward and option contracts for the
hedging of commercial currency risks. The table Operating net flow per
currency on page 110 shows commercial net flows per currency (transac-
tional flows).

Translation exposure from the consolidation of operating income in
foreign subsidiaries

In conjunction with the translation of operating income in foreign subsidiaries,
the Volvo Group's earnings are impacted if currency rates change. The Volvo
Group does not hedge this risk. For more information on currency hedging of
equity see below.

Sensitivity analysis — currencies™exrasel

The tables & ¥4 and 1 on next page show the impact on sales and oper-
ating income for the Volvo Group if key currencies fluctuate against SEK.
The sensitivity analysis include the transaction impact from commercial
flows and the translation impact during the consolidation of foreign sub-
sidiaries. The fluctuations in currency rates affecting the transaction flows
in foreign currency are in many cases not against SEK. For further infor-
mation see section commercial currency exposure.

Financial currency exposure
Loans and investments in the Volvo Group's subsidiaries are performed
mainly in local currencies through Volvo Treasury, which minimizes individ-
ual companies’ financial currency exposure. Volvo Treasury uses various
derivatives to facilitate lending and borrowing in different currencies with-
out increasing the company’s risk. The net financial position of the Volvo
Group is affected by exchange-rate fluctuations since financial assets and
liabilities are distributed among the Volvo Group companies that conduct
their operations using different currencies.

Table #p discloses the impact on earnings before tax of Industrial oper-
ations net financial position, including pensions and similar net obligations,
if SEK were to strengthen by 10%.

Currency exposure of equity
The carrying amount of assets and liabilities in foreign subsidiaries are
affected by current exchange rates in conjunction with the translation of
assets and liabilities to Swedish kronor. To minimize currency exposure of
equity, the size of equity in foreign subsidiaries is continuously optimized
with respect to commercial and legal conditions. Currency hedging of
equity may occur in cases where a foreign subsidiary is considered over-
capitalized. Net assets in foreign subsidiaries, associated companies and
joint ventures amounted at year-end 2013 to SEK 66,0 billion (69,8). The
need to undertake currency hedging relating to investments in associated
companies, joint ventures and other companies is assessed on a case-by-
case basis.

On the map on page 122-123 the Volvo Group's net assets in different
currencies (SEK bn) are displayed.
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Sensitivity analysis®
Currency effect on net sales from inflows in foreign currency and translation effect when
consolidating net sales in foreign subsidiares for Industrial operations (G).
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Changes in currency exchange rates compared to 2012 (Total SEK neg 15.8 bn)
[ Appreciation of SEK by 10% (Total SEK neg 25.1 bn) in relation to other currencies
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Sensitivity analysis*
Currency effect on operating income from net flows in foreign currency and translation effect when
consolidating operating income in foreign subsidiaries for Industrial operations (H).
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The Volvo Group’s 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, Industrial Operations 2013 2012 Change

Net flows in foreign currency - - o @n

Realized gainsand tosses on hedgingcontracts —

Unrealized gainé and losses on ht;dginé contracts o T = = .
Uinrealized gains and losses on receivables and liabiliies n fc I ——— 03 03 - S
Translation effect on operating income in foreign subsidiaries N ) ' ~ (07)

Total currency impact on operating income (3.4)

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

¥

* The sensitivity analysis on currency rate risks is based on simplified assumptions. an
Itis not unreasonable for the value in SEK to appreciates by 10% in relation to from the sensitivity analysis. Please refer to table ¥p ¥ Pi
other currencies. In reality, currencies usually do not change in the same direc-

tion at any given time, so the actual effect of exchange-rate changes may differ

»
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3> Goals and policies in financial risk management (cont.)

Credit risks are defined as the risk that the Volvo Group does not receive
payment for recognized accounts receivable and customer-financing
receivables (commercial credit risk), that the Volvo Group's investments
are 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 using derivative instruments (financial counterparty risk).

The objective of the Volvo Group Credit Policy is to define and measure
the credit exposure and control the risk of losses deriving from credits to
customers, credits to suppliers, counter party risks and Customer Dealer
Financing activities.

Commercial credit risk

The Volvo Group's credit granting is steered by Group-wide policies and
customer-classification rules. The credit portfolio should contain a distri-
bution among different customer categories and industries. The credit
risks are managed through active credit monitoring, follow-up routines and,
where applicable, product repossession. Moreover, regular monitoring
ensures that the necessary allowances are made for incurred losses on
doubtful receivables. In Notes 15 and 16, ageing analyses are presented of
customer finance receivables overdue and accounts receivables overdue
in relation to the reserves made.

The customer-financing receivables in the Volvo Group's customer-
financing operations amounted at December 31, 2013 to approximately
net SEK 84 billion (81). The credit risk of this portfolio is distributed over
alarge number of retail customers and dealers. Collaterals are provided in
the form of the financed products. In the credit granting the Volvo Group
strives for a balance between risk exposure and expected return.

P Read more about Volvo's credit risk in the customer-financing operation in
Note 15.

The Volvo Group's accounts receivables amounted as of December 31,
2013 to approximately net SEK 29 billion (27).

Financial credit risk
The Volvo Group's financial assets are largely managed by Volvo Treasury
and invested in the money and capital markets. All investments must meet
the requirements of low credit risk and high liquidity. According to the Volvo
Group's credit policy, counterparties for investments and derivative trans-
actions should have a rating better or equivalent to A from one of the
well-established credit rating institutions.

Liquid funds and marketable securites amounted as of December 31,
2013 to approximately SEK 30 billion (28).

2> Read more about Volvo Group’s Marketable securities and liquid funds in
Note 18.

Financial counterparty risk

The use of derivatives involves a counterparty risk, in that a potential gain
will not be realized if the counterparty fails to fulfill its part of the contract.
To reduce the exposure, the Volvo Group enters into master netting
agreements (primarily so called ISDA agreements) with all counterpart
eligible for derivative transactions. The netting agreements provide the
possibility for assets and liabilities to be set off under certain circum-
stances, such as in the case of the counterpart's insolvency. These net-
ting agreements have no effect on profit, loss or the position of the Volvo
Group, since derivative transactions are accounted for on a gross-basis,
with the exception of the derivatives described in footnote 3, under the
table on page 161 in note 30. Counterparty risk exposure for derivatives
is also limited through weekly cash transfers corresponding to the value
change of open contracts. The Volvo Group's gross exposure from posi-
tive derivatives, amounting to SEK 3,713 M (5,148) is reduced by 41%
(43%) to SEK 2,203 M (2,948) by netting agreements and cash deposits,
so called CSA agreements. The Volvo Group is actively working with limits
per counterpart in order to reduce risk for high net amounts towards indi-
vidual counterparts.

»» Read more about the Volvo Group's gross exposure from positive derivatives
per type of instrument in note 30 on page 163.
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Liquidity risk is defined as the risk that the Volvo Group would be unable
to finance or refinance its assets or fulfill its payment obligations.

The Volvo Group assures itself of sound financial preparedness by always
having liquid funds and committed facilities to cover the Volvo Group's
expected liquidity needs for a period of 12-18 months in a scenario with
no access to capital markets.

The adjacent graph ¥ discloses expected future cash-flows including deriv-
atives related to financial liabilities. Capital flow refers to expected payments
of loans and derivatives, see note 22, Expected interest flow 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 adjacent graph ¥
there are also derivatives related to financial liabilities recognized as
assets, which are expected to give a future capital flow of SEK 0,5 billion
and a future interest flow of SEK 2,4 billion.

The predominant part of expected future cash-flows that expires within
2014 is an effect of the Volvo Group’s normal business cycle , with shorter
duration in the Customer finance portfolio compared to Industrial operations.

DTHER PRICE RISKS

Commodity risks

Commodity risks refer to the risk that changed commodity prices will
affect the consolidated earnings within the Volvo Group. Procurement of
commodities such as steel, precious metals and electricity are made on a
regular basis where prices are set in the global markets.

2> Read more about the maturity structure of bond loans and other loans, as
well as granted but unutilized credit facilities in Note 22.

»» Read more about contractual term analyses of the Volvo Group's future
payments from non-annullable financial and operational lease contracts in
Note 14,

Future cash-flow including derivatives related to non-current
and current financial liabilities

0

(10)

(20

(30)

(40)

(50)

2014 2015 2016 2017 2018 2019 2020
(61.7) (255) (309) (168) 46 (B2 (23)
B9 @3 (5 (09 ©3 02 03

Capital fiow, SEK bn
Interest flow, SEK bn

| 4

Changes in commodity prices are included in the product cost calculation.
Increased commodity prices is therefore reflected in the sales price of the
Volvo Group's final products. Purchasing agreements with commodity
suppliers may also be long term in nature or structured in a way that short
term volatility in commodity prices have less direct effect on Volvo Group's
cost base. Financial hedging is performed in order to reduce short term

volatility electricity cost in Sweden.

P
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NOTE 5 l

@,!’ ACCOUNTING POLICIES
Subsidiaries

The Volvo Group has production facilities in 18 countries and sales of prod-
ucts in more than 190 markets which mean that the Volvo Group has sub-
sidiaries in many parts of the world. A subsidiary is defined as an entity that
is controlled by the Volvo Group. A subsidiary is controlled by a parent com-
pany when it has power over the investee, exposure, or rights, to variable
returns from its involvement with the investee and the ability to use its
power over the investee to affect the amount of the investor’s return. Most
of the Volvo Group's subsidiaries are owned to 100% by the Volvo Group
and are therefore considered to be controlled by the Volvo Group. For some
subsidiaries there are restrictions on the Volvo Group's ability to access or
use cash from these subsidiaries, for more information on cash that is not
available or with other limitations see note 18.

3 Read more about minority interests in Note 11. For more information about
the composition of the Volvo Group see Note 13 for the parent company.

Joint ventures

Joint ventures are companies over which the Volvo Group has controlling
influence together with one or more external parties. Joint ventures are as
from January 1, 2013, recognized by applying equity accounting, in accord-
ance with IFRS 11 Joint arrangements. Joint ventures were previously rec-
ognized by applying the proportionate consolidation method. All three joint
ventures owned by the Volvo Group are of business related nature.

3P Read more about changes in the Volvo Group’s accounting for Joint Ventures
as from January 1, 2013 in Note 31.

Associated companies

Associated companies are companies in which the Volvo Group has a sig-
nificant influence, normally when the Group's holdings equal at least 20%
but less than 50% of the voting rights. Holdings in associated companies
are recognized in accordance with the equity method.

INVESTMENTS IN JOINT VENTURES, ASSOCIATED
COMPANIES AND OTHER SHARES AND PARTICIPATIONS

Equity method

The Volvo Group's share of income in companies recognized according to
the equity method is included in the consolidated income statement under
Income (loss) from investments in joint ventures and associated compa-
nies, less, where appropriate, depreciation of surplus values and the effect
of applying different accounting policies. Income from companies recog-
nized in accordance with the equity method is included in operating income
since the Volvo Group's investments are of operating nature. For practical
reasons, some of the associated companies are included in the consoli-
dated financial statements with a certain time lag, normally one quarter.
Dividends from joint ventures and associated companies are not included
in consolidated income. In the consolidated balance sheet, investments in
joint ventures and associated companies are affected by the Volvo Group's
share of the company's net income, less depreciation of surplus values
and dividends received.

Other shares and participations

Holding of shares that do not provide the Volvo Group with significant in-
fluence, which generally means that Volvo Group's holding of shares cor-
responds to less than 20% of the votes, are recognized as other shares
and participations. For listed shares, the carrying amount is equivalent to the
market value. Unlisted shares and participations, for which a fair value can-
not reasonably be determined, are measured at cost less any impairment.

Joint ventures
The Volvo Group's investments in joint ventures are listed below.

Dec 31, 2013
Holding percentage

Dec 31,2012

Holding percentage

Shares in joint ventures

Shanghai Sunwin Bus Corp., China 50 50
DONGVO Truck Co., Ltd. (former

Dong Feng Nissan Diesel Motor
Co.ltd)China 80

VE Commercial Vehicles, Ltd., India’ 456

1 VE Commercial Vehicles (VECV) is considered to be a joint venture as Volvo Group
and Eicher Motors Ltd have signed an agreement which states that common
agreement is needed in relation to important questions related to the govern-
ance of VECV. Read more in Note 31 regarding changes in the Volvo Group’s
financial reporting 2013.

The following tables present summarized financial information for the Volvo Group's joint ventures:

————Summarized-income-statements 2013 2012
VE Commercial ~ Other joint VE Commercial Other joint

e Vehicles, Ltd. ventures Total  Vehicles, Ltd. ventures Total
Net sales 5,516 1,291 6,807 6,604 1803 8,407
Operating income' _ - 342 (6 290 440 (O 430
Interest income and similar c}eglts T 60 El o 61 _]_13 1 ) 114
Interest expense and similar charges _ ' (10) (B9 (49) __® GO V)]
“Other financial income and expenses @ @ w ® 0 M W
Income taxes B (B4) T ® i (89) (140) 4 (136)
Income for the period N B 306 (98) 210 ) 407 (40) 367
Other comprehensive income (298) 12 (286) (221) (26) (247)
Total comprehensive income 8 (84) (76) 186 (66) 120

1 Depreciation and amortization of 138 (112) are included within operating income.
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Summarized balance sheets Dec 31,2013 Dec 31,2012
VE Commercial Other joint VE Commercial Other joint

Vehicles, Ltd. ventures Total  Vehicles, Ltd. ventures Total
Non- current assets 2179 448 B 2,627 ) 1,87] B 512 ] 2 389
Marketable securities, cash and cash equrvalents ) 669 8r 756 945 158~ ) l 103
Other current assets 1 ,698 1,884 3 582 1,713 1 376 3 089
Total assets 4,546 2,419 6,965 4,535 2,046 6,581
Equity . 2405 400 2805 2487 484 2971
Non- current fmancral Irabrhtres . B 6 ~ 6 6 3 g
Other ‘non-current Irab ] ) o 329 8 337 283 7 290
‘Currentrﬁﬂr_'re_a»ngn;al Ilabllmes 835 901 1,736 822 674 E 496
Other current liabilities 971 1,110 2,081 937 878 1,815
Total equity and liabilities 4,546 2,419 6,965 4,535 2,046 6,581
Dec 31,2013 Dec 31,2012

Investments in joint ventures

Carrying value Carrying value

et B - - 2088 _ 2884
Other holdings in | 102 144
2,478

Investments in joint ventures

2,291

Net financial position for the joint ventures (excluding post-employment benefits) amounted to negative 149 (244) as of December 31, 2013.
As of December 31, 2013, Volvo Group's share of contingent liabilities in its joint ventures amounted to 62 (61). Dividend received from VE Commercial

Vehicles., Ltd, amounts to 41 (46).

Associated companies

Investments in associated companies Percentage Dec 31,2013 Dec 31,2012
holding Carrying value Carrying value
DeulzAG Cermany. . _ 25 1,407 1,359
Other holdmgs in associated compames = 679 686
Investments in associated companies 2,086 2,045
1 The fair value of investments in Deutz AG amounted to 1,756 (924) as of December 31, 2013.
The following tables present summarized financial information for the Volvo Group's associated companies:
Summarized income 2013 2012
statements Other associated Other associated
Deutz AG’ companies Total Deutz AG' companies Total
Netsales - ng2s 3610 _ 15438 .. 3209 11686
Operating i income. 372 80 452 206 65 271
Income forthe period ... A, . M- L L. _(88) L
Other comprehensive income 13 = 13 = # =
Total comprehensive income 273 (69) 204 98 (88) 10
- Summarized balance sheets Dec 31,2013 Dec 31,2012
Other associated Other associated
Deutz AG! companies Deutz AG' companies Total
Vlr\lror\ curre‘r)tﬁé‘séts ; e - M:‘ A71“9‘7'9 “, - ) o AN
“Current assets 1,498 5,298
Total assets 3,476 12,889
Equity - N - 970 o N 5693
VNon current habrlltles o . 3516 o1 2170 . ) o 3,502
Current liabilities 2,148 1 296 1 363 3,694
Total equity and liabilities 9,899 3,476 3,633 12,889

1 Deutz AG equity share is recognized in the Volvo Group with a time lag of one quarter. The Volvo Group's holding in Deutz AG is of a business-related nature. No dividends

have been received from Deutz AG.
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Income |oss from investments

companies

INncome/Ioss  joine Ventures

VE Commercial yechicles. Ltd

Shanghai Sunwing BUS corp
DONGVO Hangzhou Truck Co. L.

Subtotal

Income/loss associated companies
Deutz AG

UD Tricks ugaem Co

JV Fonderie Venissieux

Merkavim Metal works. Ltd

Blue chip Jet HE ooy s

Holdings ©of VOIVO Group Venture capital

Other ompanies

Subtotal
Revaluation and write-down of shares
associated companies

Blue Cpp . et HB
Holdings ©f Volvo Group Venture capital

Other companies

Subtotal
Income lOoss from investments N joint
ventures and associated companies

Other shares and participations

The carrying

amount or the Volvo Groups holding

in joint ventures

FINANCIAL

and associated

INFORMATION

2013

Income from other shares and

Dividends received

of shares and

2013 2012
Eicher Motors Ltd.
Holdings ™ Japanese companies
104 142 Other
3 3 Subtotal
51 23
Write-downs of shares
56 122
Holdings ©f Vove Group Venture capital
Holdings '~ Japanese companies
54 - Other
10 8 Subtotal
2
Gain on divestment of shares
10 9
Holdings ©f Volvo Group Venture capital
Holdings '~ Japanese companies
8 13
Other
- -
Subtotal
71 10

31

31

96

12
32

99

participations

in other companies as of December 31 2013 .. disclosed in the table below.

Holding of shares Dec 31

in listed companies 2013
Percentage

holding

Eicher Motors Ltd. India 8

Nippon Express CO. Lid. Japan o

TBK Co. wtia. japan -

Sankyu 'ne. Japan

Senko Co. Lta. Japan

Yamato Holdings Co. Lta. Japan o

Tonami rransportation CO- Lta. Japan

Fukuyama Transporting CO. Ltd. Japan -

Holdings » other listed companies o

Holding of shares in listed

companies

of shares in non-listed

Holding companies

Other shares and participations

Dec 31
2013
Carrying

value

1191

43
42
31

15

32

1490

460
1950

Dec 31
2012

carrying

value

69
42
35
23
15
14

33

1122

1620

90 Income

from other investments

Write-downs  of shares

which

refer mainly to financial

a reliable market value can be calculated.

participations

2013 2012
5 5

1 16

1 a

27 25

assets available

27

35
30

for sale for

75
14

89

12

22
42



NOTE 6 SEGMENT REPORTING

The Trucks

operations ‘= Structured according = *© a functional approach The Group have shared operations " both Group Trucks and Group
whereby the entire Trucks business = managed as ONe€ qingie business functions and other. purchasing Powertrain logistics and parts operations
area consisting ©f five different functional organizations Group 1rucks Sale are part of Group TTUcks segment. Volvo IT Group Business Services and
EM pe ast Gro Volvo Real gte are a as business gsuppgg functions and_included
el S Group ks Sales an Vs in oup an| i=
ks r s a Gr¥ Te ology. shared e afililrent
Buses Construction Equipment Volvo Penta and stomer ing t*© the o e finan
are separate business areas. Governmental Sales and Volvo Rents are
-
triig as pargge Wwesym areas It incl in function
al a wh Ivl (e ___ ¢ the b e eVS
Areas. o Re as "Qivested JaRtary o1
Ccon- Group
struction Volvo functions and Industrial Customer Volvo
2013 Trucks Equipment Buses Penta other e elim Operations Finance  Eliminations Group
Net sales external
customers 176503 52770 16267 7343 10889 263772 8850 - 272622
Net sales internal 1071 667 440 207 1637 1648 689 2337
Net sales 178474 53437 16707 7550 9252 265421 9539 2337 272622
Expenses 172397 50846 16910 6924 12824 259901 8017 2337 265580
Income from
investments i joine ventures
and associated companies 68 14 14 96 - 96
Operating income 6145 2592 190 626 3557 5616 1522 o 7138
Interest income
and similar credits 381 - - 381
Interest expense
and similar charges 2810 - - 2810
Other financial
income and expense 11 - - n
Income after financial
items 3199 - - 4721
Other segment
information
Depreciation and
amortization 9461 2049 376 307 2279 14472 2949 17422
Restructuring  costs 667 5 22 - 53 702 5 707
Gains/losses from
divestments 100 - - 1572 1357 3 1360
Capital expenditure 8753 2475 386 254 2025 13892 6832 52 20672
Investments  joint
ventures and associated
companies the equity
method 2406 - 165 29 1776 4377 4377
Assets held for Sale
total assets tta -8j1
Assets held for sale
1350
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Construction

2012 Trucks Equipment
Net gales external
customers 187120 62449
Net sales internal 2036 1109
Net sales 189156 63558
Expenses 178507 57891
A Income from
invest-ments,
associated companies 130 -
Operating income 10779 5667
Interest income and
similar credits
Interest expense
and similar charges
Other financial
income and expense
Income after
financial items
Other segment
information
Depreciation  and
amortization 8238 1752
Restructuring  SOSts 1343 13
Gains/losses from
divestments - 28
capital expenditure 10811 1712
Investments  in joint
ventures and associated
companies the cquity
method 2611 -

Internal sales

Internal sales

FINANCIAL
Volvo
Buses Penta
18938 7470
649 161
19587 7631
19561 7082
12 -
37 549
347 309
107 17
314 171

Volvo

iINForMATION 2013

Aero

5219

5219

4444

Group

functions
and other

inei. elim.

9488

2440

7048

8240

43
1235

1214
29

5232

1765

between segments are generally Made at standard cost ©f sales including Cc2lculated

from service companies are generally Mmade at market .

Reporting by market Net sales Non-current
2013 2012 2013
Europe 105296 111606 72627
of Which Sweden 9020 12133 25929
of Which France 21886 24273 19089
North America 63074 71101 17900
of Which USA 49727 56441 14649
South America 29751 29164 2271
of which Brazil 20939 18662 1861
Asia 53500 65445 20774
of which China 15949 19105 2404
814
Other markets 21001 22498 923

Non-current assets include ; f and -

The eporting

located.

of net sales py market = based

assets

2012

70810
27705
17207

23908
19923

1872
1515
24321
2120
T7992

998

on where the customers are

Industrial

Operations

290683

1515

292198

275725

99

16573

2949

78

13999

11860

1509

18239

interest and

Customer Elimina-
Finance tions
9131

652 2167
9783 2167
8287 2167
1496 o
1496 o
2768 -
15 -
6544 76

Volvo

Group

299814

o]

299814

281845

99

18069

2949

78

15495

14628
1524

24707

4523

product improvement expenses



NOTE INCOME

customer-A

The Volvo Groups recognized net sales pertain mainly to revenues from

sales of goods and services. Net sales gre « the occasion arises reduced

by the value of discounts granted and py returns.

Revenue from the sale of goods = recognized When risks

significant

and rewards of ownership have been transferred tw external . .iog nor-

mally When the goods are delivered to the customer. However « the sale of

goods = combined with a puy-back agreement ora residual value

guaran-
tee the transaction = recognized as an operating '€85€ transaction .« sig-
nificant risks in regard to the goods are retained in Volvo Group. Revenue
. then recognized over the period ©f the residual value commitment. .« the
residual value risk COMMItMeENt = NOt gignificant or the sale was made to an
independent party before Volvo Group = committed two the residual value
risk the revenue = recognized @t the time of sale and a provision = Made

to reflect the estimated residual value risk refer also to Note 21 Other pro-

visions for description of residual value risk. ' sale '= in combination With a

commitment from the customer to buy a new Volvo product in connection

to a puy-back option revenue = recognized at the time of the sale

when

e from the services = the <o

ale of works|

recognized

for mMmaintenance contracts are recognized

of associated COStS over the contract ,ciigg.

Interest iNCOmMe = recognized ©ON a continuous basis and dividend income

when the ,igne to receive dividend = obtained.

or

value after Volvo  Groyp has sold the product te an inde-

guarantee

pendent party or in combination with an undertaking from the customer to

purchase @ N8W product in the event of a puy-back. '™ such cases there
may be a gquestion ofjudgement regarding WHSther or Not significant risks
and rewards of ownership have been transferred to the customer. " « =
determined that such an assessment was incorrect the Volvo Groyps
recognized revenue and INCOMe for the period wil decline and instead be
distributed over several

reporting periods.

Refer to note 21 Other ,,ovisions ' a description ©f residual value risks.

- G soft products

The Volvo Groups product range '» divided inte hard and soft products.

The sale of new vehicles machinery and engines comprise hard products

as we as . e~ e a use VTS an rac

rrtesyar ers superstru

tures and special vehicles. Soft products are defined a5 the sale of ser-

vices and aftermarket products.

Refer to page 38 World-class services for more information about the Volvo

Groups services.

Refer to Note 6 for information regarding M€t sales py product and market.

OTHER OPERATING

NOTE INCOME AND EXPENSES

Cha

Other operating income and expense 2013
Gains/losses on divestment of .., companies 144
Revaluation of assets held for sale 1 458
Change ™ allowances and write-offs  for doubtful
receivables CUSIOMET fnancing 923
Change '~ allowances and write-offs  for aoubtrul
receivables other _ _ 299
Dama, cs and . jauons 117
Restruartumng  COStS 707
T — ) 15
Other income and expenses 179
Total 3554

Including revaluation of Volvo Rents.

2 Restructuring SOStS are mainiy related to the Group Wide
which impacted
Read more ,egarding the companys management

reserves n Note 4.

OTHER FINANCIAL
AND EXPENSES

INCOME
NOTE

Vehicles.

Other financial income and expense

Gains and josses on derivatives used to

hedge

interest rate

exposure

Gains and losses 0On derivatives

used to hedge

foreign €ash  flow exposure

Financial iNnstruments at fair value

through profit OF loss
rate gains and losses oOn financial

Exchange assets

and nabiities

Financial income and expenses 'S'ated to taxes

Costs o 1, cury function ©redit facilities ©tc

SO Total

Other financial income and expenses attributable to financial

amounted to positive SEK 309 M 222,

Refer to Note 30 for information regarding Financial

of credit

risk and

2013

66

instruments

Instruments.

- p o ;Noun N ivNad
ancing eivan are re ized® " er ofbratndt Meom: n Nses.

2012

640

105
175
1524
208
41

2096

efficiency program
the Group with an amount of SEK 715 M 1550.

credit

2012

78
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NOTE INCOME TAXES

ACCOUNTING

15

Income tax for the period includes current and deferred taxes.

POLICY

Current

taxes are calculated on the basis of the tax regulations Prevailing in the
countries in Which the Parent Company and subsidiaries are active and
generate taxable income.

Deferred taxes are recognized ©N differences that arise between the

taxable value and carrying value of assets and liabilities as wen as on tax-
loss carryforwards. Furthermore are deferred 'axes ocognized '© the
extent « = probable tat hey Will be utilized against taxable income.
Deferred taxes on temporary differences on participations ' Subsidiar-
ies and associated companies are only recognized WNeN « = probable that
the difference win be recovered in the near future.
Tax laws .. Sweden and certain other countries allow companies to defer

payment ©' taxes through allocations to untaxed reserves. However in the

consolidated

financial Statements untaxed reserves are reclassified to

deferred tax japimn and equiy. In the consolidated INCOMe statements a
provision to or reversal of untaxed reserves g,;; between deferred taxes

and net income fror the
year.

03UR s OF e.  IMAT N UN f -

SiLYC.3N_ erSMU-_a.sy.y gy o e Yy

The Volvo Group recognizes valuation allowances for deferred tax assets
where management does Not o, pecy Such assets to be realizea based
upon current forecasts. in the event that actual results differ from these

estimates o, adjustments are made to future periods " these estimates

changes in the valuaton allowance may P€ required this could have gig-
nificant impact on the financial Lo i, and the income ror the period. As
or December 31 2013 the valuation allowance amounted te 125 191 or
the value or deferred tax assets. MOSt or the reserve consists or unused
loss carryforwards. Net of this valuation gllowance deferred tax assets ©of
22326 23096 were recognized in the Volvo Groups balance sheet
The Volvo Group has significant tax-loss carryforwards that are related
to countries with |ong or iNdefinite periods ©f utilization mainly Sweden

France and j,.., The Volvo Group considers wtat sufficient iNcome wil be

generated * e coming years for the tax-1oss carryforwards © Pe utilized.

Income taxes were distributea as follows

2013 2012

Current taxes reiaung © "° period 3453 3584

Adjustment of SUrrent taxes for prior periods 327 144

Deferred taxes originated OF reversed guring the

period 2048 568

Remeasurements of deferred tax assets 158 180
Total income taxes 919 4116

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

a result Of pror tax audits. Tax oo (oo are evaluated on a regular Pasis
and L ovisions are made ror possible outcome WHeN . - piopgpie that the
Volvo Group will have to pay more taxes and when .« .- possible to make

. i for which no
a reasonably @SSessment of the possible outcome. Tax claims

provision Was deemed as contingent liabilities.

At year-end 2013 the Volvo

necessary Were recognized
Groups unused tax-loss carryforwards
amounted to 23382 18396. These ioss carryforwards expire according

to the table below

Dec 31 Dec 31
Due date 2013 2012
after . year o1 R 76
after 2 years 104 148
anter 3 yomrs 183 267
afterd years 533 950
atter 5 yoars 752 466
after 6 or more 21719 16489

years

Total 23382 18396

The Swedish corporate Ncome tax rawe amounted w 22.0% 26.3
2013. The table below discloses the prncipar reasons for the difference
between this rate and the Volvo Groups iNcome tax rate based on income

after financial items.

2013 2012

o %

Swedish corporate NCOMeE tax rate 22 26
Difference i tax rate i various countries 6 3
Other non-taxable income 7 3

Other non-deductible  expenses

5

Other differences a 0

Income tax rate for the Group 20 27

true to transfer of intellectual within-tfreocivo Group cfeferre7

property

tax assets and tax labilities have been revalued which has affected the

income tax in the income statement ,ositvely by 236.



Specification oOf deferred tax assets

Dec 31 Dec 31
and tax liabilities 2013 2012
Deferred tax assets
Unused tax 105 s carryforwards 65 81 5232
Ot her unu.ed tax credits o4
(@ 1CO mpany premt N NVeNto-ries . 263 026
Allowance for inventory Obsolescence 486 443
ub Feteivables 56
I 2825
value risks 244
Provisions for post.employment  Penefits 3747 6560
Provisions fOr restructuring measures 140 219
Adjustment to fair value quring corporate
acquisitions/divestitures 441
Market value of derivative instruments 28- 33
Land 1574 1872
Other deductible temporary differences 4352 4602
Deferred tax assets before deduction
for valuation allowance 22451 23287
valuation allowance 125 191
Deferred tax assets after deduction
for valuation allowance 22326 23096
Netting  ©f tax 9160 7220
Deferred tax gssets het 13166 15876
Deferred tax liabilities
Accelerated  gepreciation ©ON property plant and
equipment 3023 3176
Accelerated  gepreciation ON leasing aSSets 2227 2064
LIFO valuation of inventories 362 362
capitalized product and software development 2435 3393
Untaxed reserves 85 92
Provisions for post-employment  benefits 37 686
Other taxable temporary differences 3396 2298
Deferred tax liabilities 11565 12070
Netting ©f deferred tax asse 9160 7220
Deferred X jiapilities net 2406 4850
Deferred tax assets/liabilities net 10760 11026
The deferred tax assets and uasii above are i the

partially recognized

balance Sheet on 5 net basis after (aking iNto account offsetting possibi

es.
Deferred tax assets and wabmwes have been Measured at the tax rates that are
expected 10 apply during the perica WHEN the asset i realized or the yauuy  '*
settled according '© e tax rates and tax regulations that have been resolved o

announced at the balance-sheet date.

The total deferred tax assets attributable to unused tax-loss carryforwards

amounted w 6581 5232 of which 2409 1815 pertains to Sweden
1533 1278 tw France and 1295 1409 w japan.

The cumulative amount of undistributed earnings '» foreign Subsidiaries
which the Volvo Group currently intends to indefinitery '€iNVest outside of
Sweden and upon Which deferred income taxes have not been provided ‘=

SEK 59 binion 60 at year €Nd- The main o of the undistributed earnings

Where the dividends are not taxable.

ertaini
for inf I . Mndles eSQU,L
h -

ency ns

NOTE MINORITY INTERESTS

ACCOUNTING POLICY

Minority INErests are interest auributable © non-controlling Shareholders.

Minority interests are presented ™ e equity separately from e oquity
of the OWNers or the .o IFRS 10. At business combinations minority

interests are valued either at fair Value o at the ;41 s proportionate

share of the acquirees net assets IFRS 3. Minority interests are assigned

the minority shareholders portion ©f the equity of the cubsidiary Changes

in @ parents Ownership interest in a subsi that do not result in a loss

ary

of control are accounted for as equity transactions IFRS 10.

Subsidiaries with minority interests
The Volvo Group has a feW non-wholly Owned subsidiaries or which  one of

the subsidiaries are considered to have a gignificant minority 'Mterest

Shandong Lingong Construction Machinery €o. Lingong " China has a

0, e
minority interest holding amounting t© 30%0 share and voting rights " the

company. During 1€ year e prone allocated io the minority Mterest

amounts to 218 206 and the accumulated minority 'Mterest of Lingong

a

Summarized income statement 2013 2012
Net sales 8990 9595
Operating income 927 289
Income for the period 728 688
Other comprehensive income 120 190
Total comprehensive income 848 498
Dividends paia t© minorin, Mterest 162 -
Summarized balance sheet Dec 31 Dec 31
Non-current assets 1415 1371
Current assets 8192 7778
Total assets 9607 9149
Non-current  uasiies 1253 1573
current iabinties 4035 3566
Total liabilities 5288 5139
Equity attributable to the Volvo  Groups shareholders 3023 2807

Minority interests 1296 1203
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NOTE 1 INTANGIBLE ASSETS

13 Accounting  povicies

Intangible assets

recognition

costs are incl in cost of assets that

for th ed

strial with othe;

participating N Projects " partnership

nies the Volvo Group '™ certain cases pays an entrance fee to participate.

These entrance fees are capitalized  as intangible assets.

Research and development expenses
The Volvo Group applies 'AS 38 intangible Assets for the  ocognition ©F
research and gyoyelopment expenses. Pursuant to this standard expendi-

tures

for the development ©f W ,oqucts  production systems and soft-

ware are recognized @ intangible aSSets « SUCh oo ires WIth @ nign
aclB o craing Wit resuit in future fnanc enefit rthe ompany
Thi St fo h assets i er th timate;

e he aj

prove functionality product or software o to

#= development being recognized as an asset. In normal cageg this Means
that oxpenditures are capitalized only during the industrialization phase °f
a product development project. Other research and development expenses

are recognized in the INCome statement as incurred.

The Volve Group has developed 2 process " conducting product 9evel-
opment projects hamed the Global Development Process GDP. The GDP
has six phases focused on separate parts ©f the project. Every phase starts
and ends with a reconciliation ;¢ known s a gate the criteria for which
must be Met for the projects decision-making Ccommittee to open the gate
and allow the

project * progress to the next phase. During the industrial

ization phase the industrial Sy giem ™ prepared for Series production and

the product = launched.

Goodwill

Goodwill = recognized as an intangible asset with indefinite useful e

FOr non-depreciable assets such as goodwill impairment tests are ..

formed annually as well as » there are indications of impairments during

th| B tin, e e re.

el an € carryi Jrh n « =
The Volvo Groups valuation model .. based on a discounted cash-flow

model with a forecast period of four to six vears. Valuation = performed

on cash-generating Units identified as the Volvo Groups business areas.

Each business area = fuy maximum hence

integrated ensuring synergy

no independent cash-flows exists on a lower level
etckrs tlraedtcrttreyaxhgeleritrgitssd-expeced
future benefit from the combination. The valuation .= based n a business
plan Which = an integrai part of the Volvo Groups finansial gianning pro-
cess and (gpresents managements best estimate of the development of

. 0,
the Groups operations. Assumption of 2% 2 long-term Market g,

gross margin Pr IX expenses capital

are based on nominal values and applies @ general rate of inflation applica-
ble for the main markets where the Volvo Group operates. The volvo Group
uses a discounting T@ctor measured ar 12% 12 before tax for 2013.

ww 2013 the value

©f Volvo Groups operations €xceeded the carrying

recog-136

nizeda. The Volvo Groyp has also tested whether a pegative adjustment of

point to the aforementioned resurt i

one percentage

parameters would

however none of the business greas

ny goodwill value
as a result of this test. The operating parameters applied
teS pigher

operating

to a

ying degree changes assumptions described above

Therefore the Volvo Group continuously follows the o tormance ©f the

business areas Whose surplus value = dependent on the fulfilment of the
in the

nents. |, of the market and

Volvo  Groups recovery

volatility in interest and currency rates may lead to indications of a need for
impairment. The most ;. 1, factors for the future operations of the
Volvo Group are described in the Volvo Group business area section as

well as in the Risk management section

Amortization and jmpairment

d
R 0N a siraight-line

tions of impairment at the balance sheet

Amortization periods

Trademarks 20 years
Distribution  networks 10

years
Product and software development 3 to 8 years

f-irrrArtY

Impairment of goodwill and other intangible assets

Intangible assets other than goodwill are amortized and depreciated Over
their useful lives. Useful lives are based g estimates of the period '™ which
the assets will generate revenue. , at the date of the financial statements

any indication exists that an intangible NON-Current asset has been impaired

the recoverable amount of the asset i calculated. The recoverable _amount
d © 2N - M- N ue i imated
with agil¥men jecti of rgturcjiihsh fio he

ount of the asset w less than the co i amount impairment

loss = recognized and the carrying @mount of the asset .. reduced to the
amount

recoverable amount. Determination of the recoverable based

upon Managements projections ©f future cash flows which are generally
based on internal business plans or forecasts. While management believes

that estimates of future cash flows are reasonable different assumptions

TregaFngsrseli @S fiivyrsttirzateraliyyafeer ZatzatiTtrsdor

impairment ©f goodwill and certain other intangible assets with indefinite

useful jives = determined on an annual pasis or MOre frequently * required

through calculation

of the value of the asset. SUCh an impairment review

to determine the rair value of the Volvo

business environment. he volvo

tions and

Group has

performed

similar inf%irment reviews since 2002. NO need for jmpairment losses

Was required for the period 2002 untl 2013. The goodwill related to Volvo
Rents was revalued in accordance with IFRS 5 refer to NOte 3 for further

information on the revaluation of volvo Rents.
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Intangible assets acquisition COSts

Goodwill
Acquisition cost as of Dec 31 2011 22588
Capital expenditures- -
Sales/scrapping -
Acquired and divested ___ _ione 588
Translation differences 1380
Reclassified to assets held for sale 297
Reclassifications  and others -
Acquisition cost as ©of Dec 31 2012 22093
Capital expenditu - -
—— uilr
and, o 21
Translation differences 734
Reclassified from assets held for sale -
Reclassifications  and other 32
Acquisition cost as of Dec 31 2013 21412
Accumulated amortization
and jmpairment
Goodwill
Accumulated  amortization and impairment
as of Dec 31 2011 -
Amortization and jmpairments -
Sales/scrapping -
Acquired and divested operations -
Translation dn"erences’ o -
Reclassified to assets held for sale -
Reclassifications and other -
Accumulated  amortization and jmpairment
as of Dec 31 2012 -
Amortization and impairments -
Revaluation 1458
Sales/scrapping -
Acquired and divested operations -
Translation differences -
Reclassified from assets held for sale -
Reclassifications and other -
Accumulated ~ amortization and impairment
as of Dec 31 2013 1458
Net value in balance sheet
as of December 31 2012 22093
Net value in balance sheet
as of December 371 2013 19954

Includes on the date of IFRS adoption costs of 14184 and accumulated

Other

amortization

intangible ASSES mainy consist of trademarks and distribution networks.
Includes capitalizea borrowing costs of 35 295,
Costs less accumulated amortization and impairments.
Of which  impairments 4 83.

- - R Dlr Dec3
Goodwill per Business Area 2013 2012
Trucks 10915 11620
Censtruction  gquipment 7536 7462
Buses 996 1039
Volvo  Rents - 1469
Other business areas 507 503
Total goodwill value 19954 22093

Entrance fees

industrial o oorams

224
93
14
3182
11

3198
19
289

Entrance fees

industrial brograms

33

55

1633

1602

50

18

239

395

of 3863.

Capitalized product
and software

development

29737
5385
1738

2109

1465
1958

23
31745

3750

5
3

790

162
34535

cCapitalizea product
and software

development

18331
2727
1734

547
936
38

18375

3282

685
210
20754

13370

13781

Other jntangible
assets

6148
22
11
52
550
60
80
5641

18

426

132

5113

Other intangible
assetsz2

2555
11
29
173
24

73

2645

118

155

2655

2996

2458

Total intangible

assets
58697
5500
1763
4651
3406
5513
122
59768

3955
23
15
1926
214
61575

Total intangible

assets

20919
3134
1745
2209
1110
2198
117

21070
3597
1458

16
799

317

24987

38698

36588
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NOTE 1 3

TANGIBLE ASSETS

Depreciation periods
ACCOUNTING POLICIES

Type-specific  tools 208  ars
Tangible assets Assets under operating leases 35 ars
The Volvo Group applies the cost method ror measurement or tangible Machinery 5t 20 .o
assets. gorrowing costs are included in the acquisition value of assets Buildings and investment ,.operties 25 10 50 years
that .= expected to take more than 12 months to complete for their intended Land ;o provements 20 years

use or sale so called qualifying assets.

Investment

properties are properties Owned rathe ., ose

j':Z)e . fM  sources

E FT H UNCEFTAW.

2 tangible 2sSset

IFRS 13 and

generate
tion of the recoverable amount is based upon managements projections

Depreciation = on a ighti basis based on the cost or
P recognized straight-line © of future cash flows which are generally Made py use of internal business
the assets adjusted i cases i i and estimated
. appropriate by impairments plans or forecasts. While management believes that estimates of future
useful iives. iati - in the ive function to which .
Depreciation recognized respective cash flows are reasonable different such cash

assumptions regarding
" belongs. |mpairment te€sts for depreciable Non-current assets are

per- flows could materiany affect valuations.
formed u there gre indications of ;o airment 2t the balance-sheet date.

Tangible assets Land and Assets
Acqui on cost land Machinery Construction  in Total investment under Total
improve- 29 quip- progress including property property operating tangible
Buildings ments ment3 advance  payments plant and equipment leases assets
Acquisition €osts as of Dec 31 2011 31941 13221 70184 6230 121576 32565 154141
capital  expenditures 794 344 3037 5024 9199 9986 19185
Sales/scrapping 234 32 2115 13 2394_ _5229 7623
Acquired and divested operations 661 9 4244 92 5006 60 4937
Translation differences 1762 1273 3825 159 7019 1438 8457
Reclassified from assets held tor sale 706 49 4584 57 5396 219 5615
Reclassifications and other 1211 253 1853 3560 243 2196 1953
Acquisition costs as of Dec 31 2012 31995 12553 69474 7487 121509 38368 159877
capital  expenditures 649 86 1753 5967 8455 8262 16717
Sales/scrapping 372 40 3291 21 3724 5847 9571
Acquired and divested operations 65 98 74 8 229 227 456
Transiation  differences. 1252 1176 2435 _ 137 oo 50Q0 495 4505
Reclassified (o assets held for sale 1009 289 857 45 2500 6855 9355
128 6929 8483 ay7 . az7 930
Acquisition €osts as of Dec 31 2013 30875 11164 71099 4776 117914 35723 153637



Tangible assets Land and Construction  in Assets
Accumulated depreciation land Machinery progress  inetucd- Total investment under Total
improve- and ing advance property property  operating tangible
Buildings ments equipment payments plant and equipment leases assets
Accumulated dgepreci
as or Dec 31 2011 16251 11385 50286 67672 8643 76315
Depreciation 1168 o1 4624 - 5883 5616 11499
Sales/scrapping 102 13 1830 - 1945 2577 4522
Acquired and divested operations 499 24 2873 - 3396 162 3558
Transiation  differences 1127 81 3052 - 4260 385 4645
Reclassified from assets held 7 sale 496 23 3003 - 3522 109 3631
Reclassifications  and other 73 18 65 - 156 1898 2054
Accumulated depreci
as or Dec 31 2012 16114 1113 50093 - 67320 9346 76666
Depreciation 1157 113 4951 - 6221 6146 12367
Sales/scrapping 252 8 3075 - 3335 2790 6125
Acquired and divested operations 36 3 64 - 103 73 176
Translation aifferences 891 61 2166 - 3118 219 2899
Reclassified (o assets held for sale 595 35 268 - 898 1238 2136
Reclassifications  and other 69 s 342 - 406 1559 1965
Accumulated depreci
as of Dec 31 2013 15428 1124 49129 - 65681 10051 75732
Net value in balance sheet
as of Dec 331 201225 15881 11440 19381 7487 54189 29022 83211
Net value in balance sheet
as of Dec 31 2013 25 15447 10040 21970 4776 52233 25672 77905
Includes capitalized borrowing cests of 73 134.
2 pcquisition COSts 1ess accumulated depreciation  SMertization and write-downs
3 Machinery and equipment pertains mainly t© production related assets.
4 Of which write-down 650 195.
5 Of which investment ,ioperty 327 754 and property piant and equipment 51906 53435.
Reclassifications and other mainly consist ©f assets under operating '€25¢ Investment properties

related o |, sales transactions where (evenue = deferred and accounted

for as gnerating lease revenue. Assets classified as inventory win When the

operating lease model = applied f°r revenue recognition P& reclassified

from inventory t© assets under operating leases when the |cgal sales

transaction occurs. « the product = returned arfter the lease period there

will again be a reclassification leases to in-

When

from assets under operating

ventory. a puy-back agreement NaS expireq Put the related product

= Not returned the cost and the accumulated gepreciation are reversed in

reclassification

and other

within the ne item assets

under operating

leases. MOst reclassifications _ within assets relate to nstruction

c gory| -lh.y

tangible

| © Ao

The acquisition Vvalue of investment properties at year-end amounted
689 1474 arer

sale.

reclassification ©f certain properties © Assets held for

Capital expenditures during 2013 amounted 1w 9 22. Accumulated

depreciation amounted tw 362 720 a year-end of which 26 45 rerers o

2013. The estimated fair value of investment amounted tw SEK

properties

0.6 biion 2.3 at year-end. Before reclassification to assets held for sale

the vear o5,

Net iNncome for the yegqr Was affected o 259 220 in rental income from

98% or the area available for lease were leased out during

investment properties and or 63 44 i girect costs.
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