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Environmentally enhanced production Hybrid technology

Mack Trucks in the US managed to decrease  The Volvo Group is in the forefront of hybrid tech-
greenhouse gas emissions by 32% per produced  nology, which offers numerous benefits, including
unit between 2003 and 2008, thereby contribut-  reducing fuel consumption and carbon dioxide
ing to reducing the impact of climate change. emissions. Read more on page 16 and 17.

Read more on page 12 and 13.

The Volvo Group's vision is to be valued as /"
the world’s leading supplier of commercial
transport solutions. Transports are essential
for development and our responsibility is
therefore to provide society with transport
solutions that reduce the negative environ-
mental impact and contribute to social
development.

The Volvo Group is one of the world's lead-
ing manufacturers of trucks, buses and con-
struction equipment, drive systems for marine
and industrial applications, aerospace compo-
nents and services. The Group also provides

. o . North America e ®
complete solutions for financing and service.

The Volvo Group, with about 100,000
employees, has production facilities in 19 e o
countries and sells its products in more than e®
180 markets. Annual sales of the Volvo Group
in 2008 amounted to about SEK 304 billion
compared with SEK 285 billion in 2007. The
Volvo Group is a publicly traded company
headquartered in Gothenburg, Sweden. The
Volvo share is listed on the OMX Nordic
Exchange Stockholm.

Approximately two thirds of the Volvo L]
Group’s net sales are related to sale of new
vehicles and machines; the rest is from soft
products such as service, financing and spare
parts. During 2008, 251,151 trucks were sold
compared with 236,356 in 2007. The number
of sold buses and bus chassis was 9,937 for
2008 compared with 9,916 in 2007.

South America

1) Trucks, buses and bus chassis delivered in Information box at the worldimap/per region: [
2008 Number of employees, December 31,2008 4,380

| 2
2) Number of suppliers of automotive products Net sales 2008, SEK M 0,300

for Volvo Group during 2008 Number of delivered products” 19,087

N f liers? 257
3) CO, emissions from production plants, Rl deltstpplicls 5

Carbon intensity® 0.26

industrial operations, tons/SEK'M

® Production sites
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CO, neutral transport
During 2008, the Volvo Group became the coor-
dinator of a joint project called BioDME with the
purpose to demonstrate the production and distri-
bution of DME from biomass to its use as fuel.
Read more on page 18.

Focus on employees

In 2008, 86% of the workforce indicated their
satisfaction with working at the Volvo Group in a
survey. Read more on page 26.

HIV education in South Africa

All employees in South Africa are continuously
educated in HIV/AIDS issues and offered volun-
tary HIV tests annually. Read more on page 29.

Driver training enables fuel savings

The Volvo Group offers driver training to help cus-
tomers improve productivity and profitability. In
India, driver training, focusing on fuel savings,
safety and HIV/AIDS, has been conducted with
some 4,000 Volvo truck and bus drivers during
2008. Read more on page 20 and 21.
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How we do business

The Volvo Group takes a holistic approach to sustainable develop-
ment by delivering long-term profitability and value. This is a
combination of taking responsibility and the lead on our corporate
values quality, safety and environmental care. The aim with Volvo
Group’s CSR work is to contribute to sustainable development.

Economic Responsibility

The Volvo Group's history and future rest on sustainable busi-
ness development in which the corporate values of safety,
quality and environmental care guide all operations. We believe
that this approach creates long-term value for customers,
society, shareholders and other stakeholders.

Environmental Responsibility

The Volvo Group focuses on providing products, services

and transport solutions that offer maximum value from a
sustainability perspective. By recognizing that our
operations impact the environment, we continuously
work with development in technology, renewable
fuels, more efficient transport solutions as well as

other aspects of the production and use of our products.

Social Responsibility

Solid relationships are crucial for sustainable business devel-
opment and profitable operations. Employees, suppliers and
other stakeholders in society shall assess us and choose to
work with us on the basis of the Volvo Group's vision, values
and corporate culture.




Profitable growth

The Volvo Group's goal is to report a growth rate of at least 10%
annually and an operating margin in industrial operations of more
than 7% over the business cycle. Profitable growth is needed for
developing our business and to create values for our stakehold-
ers. The operating margin in 2008 was 5.2%.

00/0

Fuel efficiency

Since 1975, fuel consumption for Volvo truck’s has declined by
40% corresponding to a reduction of carbon dioxide emissions
of 40%. Through the introduction of a new hybrid driveline in our
vehicles the fuel saving potential can be further improved. For
example, for a city bus with a hybrid driveline, the fuel savings
can be up to 30%.

00/0

Employee Satisfaction Index (ESI)

Volvo conducts a Group-wide employee survey each year. The purpose of

this survey is to improve the working climate and the attractiveness of work-

places, and thereby increase profitability. The objective for 2008 is that not
more than 8% of the working groups should score 45 or lower on the ESI.
In the 2008 survey, 7.9% of the working groups scored lower than 45 and,

therefore, these groups require external help to improve the working climate.

80/0

Business areas

Business units

Organization

The Volvo Group is organized on the basis of nine product-related business areas and supporting business units. The organizational

structure creates the condition for working closely with customers while also making optimum use of Group-wide resources.
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Volvo Trucks Renault Trucks Mack Trucks Nissan Diesel Buses Construction
Equipment

Volvo Penta

Volvo Aero

Financial
Services
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STRATEGY

Sustainable development
- part of our business

| believe that this is important to remem-
ber when we now face such major chal-
lenges as climate change and the global
recession that has been worsened by the
financial crisis.

It is my conviction that successful com-
panies must focus on profitability as well as
environmental issues and these do not
need to be diametrically opposed. Although
the world economy is weak, environmental
efforts are as important as ever. Let me
provide an example - fuel accounts for
about one third of our customers’ costs and
each step we can take to reduce fuel costs
results in increased
profitability for our cus-
tomers, while simulta-

sustainability efforts
are an important

The Volvo Group comprises a broad spec-
trum of people with different backgrounds,
experiences and perspectives. Through
working together and benefiting from each
other's different experiences, the best ideas
emerge. We are continuing to work actively
with capitalizing on the strengths in the
Group'’s diversity so that we can attract tal-
ented people, create long-term relations
with our customers and work together in the
most effective manner.

The future involves great uncertainty,
but | consider that conditions are highly favor-
able for us to cope with the challenges we
face. Against the
background of the
decline in demand

neously reducing the ingredient in as a result of the
environmental impact. " recession and the

: competitiveness o
According, what can global financial cri-

be good for the company in purely commer-
cial terms, can be good for the environment,
and what is good for the environment is also
good for our own and our customers’ com-
petitiveness. In our striving for more envi-
ronmentally adapted and energy efficient
vehicles, there are only winners.

In our efforts to meet our part of the cli-
mate challenge, we cooperate with many
interested parties in the community. As an
example, in 2007 we presented seven
trucks that could all operate on renewable
fuels. We have now taken this one step fur-
ther and are carrying out a project that will
demonstrate the entire technology chain,
from biomass to trucks powered by BioDME,
including fuel distribution and filling sta-
tions. All of the different parties needed to
introduce a new fuel are collaborating in the
project. Achieving sustainable transport
solution requires cooperation such as this.
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sis, we have been required to implement sav-
ings at all levels and in all areas of our opera-
tions. Unfortunately, this has meant that we
were forced to lay off employees. Now when
we are in a difficult period, it is more impor-
tant than ever to invest in leading develop-
ment with regard to sustainable business
operations. We will continue to be guided in
the future by the principles in the UN'’s Global
Compactinitiative. Active sustainability efforts
are an important ingredient in the Volvo
Group's competitiveness and in our ability to
create value for current customers and share-
holders. This work also contributes to a devel-
opment that creates value for future genera-
tions.

éylAehan—

Leif Johansson
President and CEO




Volvo Group a part of the society

The Volvo Group’s vision is to be valued as the world’s leading supplier of commercial

transport solutions. Transports are essential for development and our responsibility is

to develop transport solutions that reduce negative environmental impact while

contributing to social development.

Our Corporate values - quality, safety and
environmental care - are the foundation of
all our activities.

Corporate Social Responsibility (CSR) for
the Volvo Group means to be a good corpo-
rate citizen and aim to contribute to sustain-
able development by taking social, ethical,
economic and environmental responsibility
for our business within our sphere of influ-
ence. Our Code of Conduct guides our busi-
ness operations as regards appropriate
business behavior.

Sustainable development means that our
business shall comprise the three dimen-
sions of environmental, social and economic
development. It is about striving to meet the
needs of present generations without com-
promising the possibility of future genera-
tions to meet their needs. The Volvo Group’s
CSR work is carried out at three levels,
entailing three different roles:

* Local actor with focus on our impact as
employer and on the local society

* A provider of commercial transport solu-
tions with focus on sustainable mobility

* A global corporation that contributes to
global development by sharing knowl-
edge, working in partnerships with cus-
tomers, business partners, authorities,
and other stakeholders.

The Volvo Group takes a holistic approach
to sustainable development by delivering
long-term profitability and value. This is a
combination of taking responsibility for what
we are doing and the lead in quality, safety
and environmental care.

The Volvo Group's corporate values and
commitment to sustainable development
are, and will continue to be, reflected, pro-
moted and implemented in Group policies,
decisions and actions.

The Volvo Group is dedicated to a long-
term engagement for people and society
and shall be the most attractive partner for
our stakeholders.

The Volvo Group shall make a difference,
by combining our efforts and strategies on
continuous technical progress, human will-
power and creativity.

The Volvo Group shall engage in an open
dialogue with our stakeholders, aiming at
enhancing sustainable transport solutions.

The Volvo Group shall develop business
with integrity, and stand for trust through
compliance, governance and transparency.

The Volvo Group’s aim

with our CSR work is to
contribute to sustainable

development

Sustainability Report 2008 3




STRATEGY

Issues in focus

We seek to be a good corporate citizen by focusing our work and efforts in areas in

which we believe we can provide benefits in contributing to sustainable development.

We have titled this publication “Global Presence”, in which we identify three primary

areas for our work with sustainability:

About this report

This report addresses how the Volvo Group
works to contribute to sustainable develop-
ment. The objective is to present our work in
a straightforward, transparent and informa-
tive manner intended for a wide audience.
We present how the work is organized and
what we are doing, together with key data.
We view this report as a platform for creating
internal and external dialogues with custom-
ers, suppliers, investors, employees, general
public and other stakeholders. Our financial
performance and work with corporate gover-
nance is presented in the Annual Report
2008 and therefore not extensively
described in this report. When further read-
ing is recommended and more information is
available on our website, this is indicated by
®lin this report.

Organizing our work with CSR issues
CSR within the Volvo Group comprises many
aspects; financial, legal issues, environmen-
tal care, human resources, human rights,
purchasing, involvement in society and other
social aspects. Responsibility for the CSR
performance and legal compliance follows
the ordinary business responsibility in which
the specific aspects are handled. At Group
level there is a corporate function respon-
sible for coordination and follow-up of CSR
issues.

Volvo Group takes a position

To participate actively in society and to rec-
ognize new business opportunities, knowl-
edge of the surrounding world and future
trends in legislation is essential. The Volvo
Group's objective is to comply with legislation
related to emissions, noise, vehicle weight
and similar items and always enhance new
technology in product development. To be
able to speak with one voice, we formulate
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Economic responsibility - By creating customer

value, we also create long-term value for our share-

holders and for the societies in which we operate.

Environmental responsibility - By recognizing that

our operations impact the environment, we continuously

work with development in technology, renewable fuels,

more efficient transport solutions as well as other

aspects of the production and use of our products.

Social responsibility - Being an attractive partner,

we strive to provide the best benefits for the Volvo

Group's employees, suppliers, customers, other stake-

holders and the societies in which the Volvo Group is

present.

Volvo Group position papers on current
important issues for our business.

The Volvo Group participates in different
trade organizations and forums such as
ACEA (European Automobile Manufacturer's
Association) and CECE (Committee for Euro-
pean Construction Equipment) in Europe as
well as EMA (Engine Manufacturers Associ-
ation) in the US and JAMA (Japan Automo-
bile Manufacturers Association) in Japan.

Through proactive interaction, and by
being informed about society’s ambitions,
such as future legislation and taxation

schemes, the Volvo Group wants to create
long-term competitive business conditions
while together with other actors contribut-
ing to sustainable development.



A part of our culture

Active stakeholder dialogue

The Volvo Group is open to an active
exchange of information with stakeholders
on various levels. Conducting a responsible
business requires that we take different
perspectives into account. This work is best
presented by highlighting some of our
engagements. The dialogue with employees
takes place during daily work but also in for-

malized forums such as personal develop-
ment plan discussions and employee sur-
veys. All employees can pose questions
directly to the Group's CEO via the intranet.
Furthermore, there are discussions with
customers in daily contacts and more for-
mally in customer focus groups in the devel-
opment phase of new products. We engage
in meetings with capital market, owners and

CEO’s external engagements
The Volvo Group’s CEO, Leif Johansson, par-
ticipates actively in different forums. He is the
chairman of the ERT (European Roundtable of
Industrialists) and the Swedish Delegation of
Technology, in which the focus is to develop
close relationships between the industry sector
and schools to increase interest in mathemat-
ics, science and technology. The future suc-
cess of the Volvo Group relies on being able to
recruit competent people. The CEO is also a
member of the Swedish Government'’s Advisory
Commission for Sustainable Development. The
commission focuses on work with issues

related to climate change. The CEO has stated
that sustainability issues are important for the
Volvo Group and that it is vital to contribute with
as much knowledge as possible.

suppliers. We also have well-developed
relations with such groups as trade unions,
universities and research institutions, media,
non-governmental organizations (NGO),
government agencies and other public
actors. Due to the large number of stake-
holders, we have not presented a list in this
report.

Sustainability Report 2008 §




STRATEGY

Scorecard 2008

2006 2007 2008 Result Page
Economic development
Growth in net sales, % 7 10 6 31 AR
Operating margin, %
Operating income divided by net sales 5 e B2 ElER
Number of vehicles delivered 930.291 246.979 261.088 151 AR
Light, medium and heavy duty trucks, plus buses and bus chassis ' ! '
Environmental development
CO, intensity
CO, emissions from production plants, industrial 1.1 1.0 1.2 1
operations, tons/SEK M
Greenhouse gas intensity
Energy consumption in production plants per net sales, MWh/SEK M [ o o 1
Certified environmental management system, %
Percentage of employees at production units working in line with 99 96 96 10
the certified environmental systems, primarily ISO 14001:2004
Social development
Satisfied employees, % 83 84 86 26
Women, % 17 17 17 26
Women in senior executive positions, % 15 15 17 26
Awareness of Code of Conduct, %
Percentage of employees who indicate they have received na 74 81 26

information on the Code of Conduct

Performance analysis

The Volvo Group’s orientation is on contin-
ued growth with a focus on profitability. The
goal is to grow by 10% annually over a busi-
ness cycle. Over the past five years, annual
growth averaged 10.6%, and the average
operating margin was 7.4%. The recession,
which has been deepened by the financial
crisis, has severely affected the automotive
industry, and the growth and the operating
margin declined during 2008.

CO, emissions increased during 2008,
while energy consumption declined. After
new acquisitions, we have included the own
produced electricity in the data therefore
the increase in CO, intensity. The goal is
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positive trend

that the number of employees working in
operations certified according to ISO 14001
will be 100%. The proportion of employees
working in this type of operations in 2008
was 96%, which was the same level as in
2007. The result depends on new acquisi-
tions where their own environmental man-
agement systems were implemented but not
certified according to ISO 14001.

In the Group-wide employee survey Volvo
Group Attitude Survey (VGAS), all employ-
ees are provided an opportunity to express
their views on their jobs and what needs to
be improved. The results for 2008 were
received in March 2008 and showed that
the number of satisfied employees increased.

negative trend AR = Annual Report

The Volvo Group's view on diversity is that
it should serve as a source of competitive-
ness and profitability. The Volvo Group
focuses on two measures to follow up work
in this area: the proportion of female employ-
ees and the proportion of female managers.
The proportion of women within the Group is
stable, while the proportion of female man-
agers increased and now corresponds to the
figure for the total number of women in the
company.



Transport development

Transport development and policy relates to
issues of sustainable mobility, accessibility,
infrastructure, public and freight transport
- long-distance and urban transport spe-
cifically. The transport system could be
described as the blood circulation system of
the economy and is a base for social welfare.

Currently, we are facing an expected world
population increase to approximately 8 billion
by 2020, which leads to an increased need
for freight and public transport related serv-
ices around the world. This population
increase is parallel with a growing urbaniza-
tion, which makes it important for large cities
to have efficient urban transportation -
reducing accidents and avoiding congestion,
which in turn reduces emissions, as well as
developing public transportation. Bus Rapid
Transit (BRT) is one solution offered by Volvo
Buses and is especially developed for Latin
America.

Green corridors
Many transport routes in the world have
become congested due to excessive traffic.
The reason is usually an insufficient infra-
structure resulting in decreased efficiency,
higher costs, greater risk for accidents and
increased pollution. In search for efficient
freight transport systems, the Volvo Group
in cooperation with the Swedish Govern-
ment'’s logistics forum has started an initia-
tive of “green corridors concept” to realize
the EU Commission’s vision of enhancing
transports by environmental efficiency.
Through specially adapted transport corri-
dors for heavy duty traffic, the goal is to
reduce the impact on the environment while
simultaneously increasing efficiency and
safety on highways. For example, a “green
corridor” can include goods transportation
concentrated to efficient highways, sea
routes and railways that complement one
another. Additionally, applying the "green cor-

ridors” concept in urban areas could also pro-

vide an excellent possibility to create a public
transport system for people and goods.

Modular concept

One way of optimizing long-haul transports
is to use Modular Concept vehicles based
on standardized modules. This concept aims
at combining existing truck-trailer combina-
tions differently, thus creating higher flexi-
bility for adapting vehicles to varying traffic.
Shorter vehicles could be replaced with lon-
ger vehicles when used on an appointed

road network, which would increase trans-
port efficiency and reduce the environmen-
tal impact.

In meeting future transport needs, all
modes of transport such as rail, road, sea,
inland waterways and air are necessary. To
achieve effective transport systems, there is
a need to embrace a holistic approach by
taking the driver, vehicle, infrastructure and
transport systems into account.

For more details, see our previous report
and website. ¥
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Responsibility
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For the Volvo Group, sustainable
development means that busi-
ness shall comprise economic,
environmental and social
responsibility dimensions with-
out compromising possibilities
for future generations. Our his-
tory and future rest on sustain-
able business development. We
believe that this approach cre-
ates long-term value for custom-
ers, society and shareholders.
This section explains how the
Volvo Group translates sustain-
able business into profitable
growth.
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Taking economic responsibility

We know that our success can only be measured through the

success of our customers. By creating value for our customers,

we create value for our shareholders.

This section describes how the financial
development of the Volvo Group is con-
nected to sustainable development. We
need profitable growth to be able to invest
in development, fulfill our responsibility as
an employer and supplier and to fully con-
tribute as an actor in society.

Economic downturn - A challenge
during 2008

During 2008 the financial crisis affected
economies worldwide. Business cycles are
areality for most companies and after years
of increasing sales, the Volvo Group faced a
weaker market. The uncertainty in the global
economy increased and we were forced to
adapt all operations and take extraordinary
measures such as reducing the number of
employees.

During a succession of good years the
number of employees in the Group contin-
ued to increase. However, due to the
decrease in demand during the second half
of 2008 the Volvo Group gave notices of
redundancy in Sweden, the United States,
Australia, Brazil, Canada, France and Bel-
gium among other countries. During 2008
and in the beginning of 2009 a total of
16,255 permanent and temporary employ-
ees as well as consultants received notices.
Blue collar employees were affected the
most. With regard to reductions among
white collar employees, the stop of new
recruiting introduced in some of the Volvo
Group companies has helped. The Volvo
Group has also reviewed and prioritized
projects and tasks. An interrelated negative
impact of such downsizing measures is that
the focus on diversity in recruitment in
recent years is negated due to the order of
priority in redundancy (last in, first out).

Redundancies are difficult and demand-
ing for everyone involved. In this situation it

is highly important to respond to questions
relating to labor legislation and the demands
associated with ethics and communications.
The affected employees are entitled to
information the moment it is available. Man-
agers receive training and assistance to
enable them to handle the situation in the
best possible manner.

Before any layoffs are carried out, there is
extensive effort to find alternative solutions.
In Sweden, for example, so-called flex banks
have been implemented in some locations.
The difference between real working hours
and planned working hours is the flex bank.
Agreements are in place concerning the size
of the time banks.

The rules applied on notice periods vary
from country to country. Therefore actions
are taken in accordance with national legis-
lation. In these difficult discussions, the
Volvo Group works in close cooperation with
representatives from the unions, govern-
ments and authorities.

Significant events

During 2008 the following events with sig-

nificant importance for the Volvo Group and

the employees occurred:

» Volvo Construction Equipment moved its
North American motor grader activities.
Operations were previously located in
Goderich, Ontario, Canada and were moved
to the company'’s facility in Shippensburg,
Pennsylvania, in the US. The purpose was
to consolidate the industrial operations for
road machinery in North America. This
action affected 500 employees.

* Mack Trucks and Volvo Trucks North
America jointly formulated a plan for
increasing the efficiency of their North
American operations. The plan includes
the relocation of Mack's head office from
Allentown, Pennsylvania, to Greensboro in



North Carolina, and a concentration of
Mack’s truck production to the plant in
Macungie, Pennsylvania.

* Volvo Buses closed the plant in Tampere,
Finland due to the need to adjust produc-
tion capacity in Europe. The same com-
pany sold the body plant in Turku, Finland.
In total 237 employees were given notice.

* Volvo Group finalized the deal with the
Indian vehicle manufacturer Eicher Motors,
for the establishment of a new Indian joint-
venture company, VE Commercial Vehicles
Limited. Fifty percent of the joint-venture
company has been consolidated in the
Volvo Group.

Growth in developing economies
During the past decade, net sales of the
Volvo Group has tripled. In 1998, net sales
totaled SEK 100 billion (excluding Volvo Car
Corporation) compared with approximately
SEK 304 billion in 2008. In 1998 soft prod-
ucts, such as financial solutions, service and
spare parts accounted for 14% of net sales.
In 2008, soft products accounted for 27%.
Due to new market opportunities such as
growing markets and mergers and acquisi-
tions, the geographical balance has improved.
Ten years ago, 17% of Volvo Group's net
sales was in such developing economies as
Eastern Europe, South America and Asia,
compared with 45% in 2008.

Investments needed

To remain competitive and offer environ-
mentally enhanced products, the Volvo
Group believes it is crucial to have the right
skills and invest in research and develop-
ment. During 2008, the investments in R&D
amounted to SEK 14 billion, and in produc-
tion plants SEK 17 billion. Most of the

investments in R&D are related to engine
emission reduction.

During 2008, the Volvo Group received
SEK 492 M in governmental grants, primar-
ily from the European Commission, the
Swedish Government and the Swedish
Energy Agency.

Renewable fuels - a business
opportunity

The Volvo Group’s customers use our prod-
ucts and services in their businesses. Fuel
accounts for approximately one third of their
costs and every measure that can reduce
their fuel costs will result in improved profit-
ability, while reducing environmental impact.
The transportation industry is still very
dependent on fossil fuels, which creates
risk and enhances the climate change
impact. The Volvo Group's corporate ven-
ture capital company, Volvo Technology
Transfer, support and lead a number of
renewable fuel initiatives, with the ambition
to develop a business case for renewable
energy sources for its production, supply
chain and customers.

Energy challenge - threats and
opportunities
There seem to be no panaceas for solving
the energy crisis. However, there are many
new interesting technologies and system
changes that we evaluate and develop.
Some of these examples are such energy
efficiency technologies as hybrids, sustain-
able renewable fuels and intermodality. We
believe that these technologies, especially
working alongside each other, can improve
the situation significantly.

More than 98% of the energy use in the
transport sector stems from fossil fuels
(97% from crude oil). Today, there is more or

less consensus that we soon are approach-
ing the peak of world crude oil production
since conventional crude oil supplies are
declining. The main discussion is about the
timing of the peak oil and not about whether
or not it will occur. However, the conclusion is
that the current use of crude oil is not sus-
tainable and that the pending shortage
should not be solved by introduction of trans-
port fuels derived from coal or tar sands.

The challenges we face are significant
and will require cooperation between all
sectors of society. Increased volatility in the
energy markets is expected in the future
and therefore it is very important to estab-
lish and define rules regarding sustainable
use of energy in all sectors. Although the
threats are significant, there are also a great
opportunities to create a new sustainable
transport system that could solve current
problems.

Profitable growth increases society
involvement

Through achieving profitable growth, we
also contribute more to the societies in
which we are involved by paying taxes and
social charges. Studies on a EU level shows
that the multiplier effect of one direct
employee in the automotive sector ensures
at least five more at suppliers and in related
sectors and retail. The industry is also the
largest private investorin R&D in the EU and
thereby a driver of innovation and economic
growth. Profitable growth also facilitates
social initiative efforts beyond our ordinary
business operations.

Key ratios

Dow Jones Sustainability Index

Net sales Volvo Group, SEK M

Operating income, Volvo Group, SEK M

Operating income, Industrial operations, SEK M

Operating income, Customer Finance, SEK M

Operating margin, Volvo Group, %

Income after financial items, SEK M

Income for the period, SEK M

Diluted earnings per share, SEK

Dividend per share, SEK

Return on shareholders' equity, %

For the seventh consecutive year, AB Volvo qualified for the Dow Jones
Sustainability World Index (DJSI) of globally leading companies in the
area of sustainable development. As a result of the Volvo Group’s sustain-
ability efforts in economic, environmental and social issues, AB Volvo

Dow lones
Sustalnability Indexes

il LY

with sustainable development. High ratings were gained particularly for
the manner in which the Volvo Group manages environmental issues, cor-

2007 2008
285,405 303,667
22,231 15,851
20,583 14,454
1,649 1,397
78 5.2 ranks among the top 10% of
21,667 14,010 companies  worldwide in (
15,028 10,016 conducting business in line
7.37 4.90
5.50 2.00'
181 121 porate governance and financial issues.

1 According to the Board's proposal.
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Towards sustainable mobility by
ensuring environmental performance

Responsibility

The Volvo Group has one common environmental policy for all
companies within the Group. This policy is the vision for our
environmental work and also a part of our vision for sustainable

development.

The Volvo Group Environmental Policy was The annual strategy process is described
last updated in 2004. It lays the foundation for in the illustration below.
the Group's environmental management sys-

tem, strategies, goals, audits and actions. Environmental management
The Volvo Group’s environmental policy  system in place
includes the following strategies: By the end of 2008, 96% of the total work-

* Holistic approach - the environmental  force at Volvo Group production plants

impact from products shall be seen from  worked in accordance with the certified envi-

a lifecycle perspective - from conceptto  ronmental management system ISO 14001:

disassembly. 2004. The remaining 4% of employees not
working in certified systems are mostly
employed at newly acquired companies. 1ISO
14001 is an environmental standard that
helps organizations minimize their impact
on the environment, work with continuous
improvements and complying with applicable
laws and regulations.

+ Continual improvement - environmental
programs must be integrated and moni-
tored in all operations.

» Technological development - environ-
mental requirements are to be met via
active research and development.

« Efficient resource utilization - the entire

life cycle of products and processes must  Environmental organization

Efforts to integrate environmental aspects
into daily activities throughout the Volvo
Group are coordinated by the Environmental
Strategic environmental issues Council. Each business area and business
The Volvo Group's focused environmental  unit within the Group is represented by their
agenda is about continuously identifying the  environmental manager on the Council. Addi-
most important environmental issues and  tionally, there is an environmental coordina-
concentrating on the projects that provide  tor at every production plant. At Group level,
the most business value. Since 2003 the  the environmental work is followed up and
Operating a business means areas in focus are climate change, energy effi-  coordinated by the Environmental Affairs
affecting the environment, society ciency, renewable fuels and communication. department.

and the economy. For the Volvo

Group sustainable development

be taken into account to ensure efficient
optimum resource utilization.

o
o
-
o
=
=
£
2
'

means that the business shall The strategy process for the corporate value environmental care

comprise economic, environmen-

tal and social .re.zspon5|b|||ty W|th— 7 == Strategy
out compromising the possibility J—’ M Challenge letter |—’ Dialogue
|

of future generations. The Volvo i /

Grggp meets the respon§|b|||ty by — | stateqy
striving to reduce the environ- Environmental ) Dialogue
Agenda _1_4
Company
Business plan

mental impact of products and
production processes. This sec-
tion presents the Volvo Group'’s
work with environmental care.

—_—

The companies within Volvo Group annually receive strategic challenges
- from the CEOQ. The challenges on environmental care are based on the
10 Sustainability Report 2008 environmental policy and the focused environmental agenda.




Volvo Environm
- founded in

1988

Volvo Environment Prize awarded promi-
nent ecologist

In 2008, the Volvo Environment Prize foundation
awarded the honor to Crawford Holling, Emeritus
Eminent Professor in Ecological Sciences at the
University of Florida,
U.S. for his work on
resilience. Professor
Holling is the origina-
tor of theories con-
cerning resilience. The
theory involves the
ability of a social or ecological system to with-
stand a shock, for instance in the form of
climate change or financial crisis, and to then
renew and redevelop itself.

The Volvo Environment Prize Foundation
awards the prize to individuals who explore the
way to an equitable and sustainable world. The
Volvo Environment Prize is awarded by an inde-
pendent foundation, assisted by a Prize Jury
composed of internationally recognized
experts in the environmental field. Since 1990
the Prize has been awarded to 34 individuals.

Among the winners are many prominent
names, including three Nobel Prize laureates
For more information on the Volvo Environment
Prize visit www.environment-prize.com.

Environmental performance of Volvo production plants, Industrial operations

Absolute values related to net sales 2004 2005 2006 2007" 2008
Energy consumption (GWh; MWh/SEK M) 2,695; 13.3 2,683; 11.6 2,612; 10.5 2,426; 9.6 2,754;9.3
CO, emissions (1,000 tons; tons/SEK M) 293; 1.5 292; 1.3 282; 1.1 242; 1.0 339;1.2
Water consumption (1,000 m3; m3/SEK M) 8,495; 42.2 7,419; 32.1 7,596; 30.6 7,067,279 8,205; 27.8
NO, emissions (tons; kilos/SEK M) 645; 3.2 672;2.9 606; 2.4 542; 2.1 800; 2.7
Solvent emissions (tons; kilos/SEK M) 2,085; 10.3 1,960; 8.5 2,048; 8.3 1,979; 7.8 1,945; 6.6
Sulphur dioxide emissions (tons; kilos/SEK M) 184; 0.9 209; 0.9 69; 0.3 58;0.2 64; 0.2
Hazardous waste (tons; kg/SEK M) 24,675; 122 23,590; 102 26,987; 109 27,120; 107 27,675; 94
Net sales, SEK bn 202.1 231.2 248.1 253.2 294.9

1) Excluding Nissan Diesel and Ingersoll Rand’s division for road construction equipment.
The Group has compiled environmental data since 1990. Environmental data
reports are available at www.volvogroup.com/environment M|
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The climate challenge

Greenhouse gases must decrease

To align with recommendations from the
United Nation’s Climate Panel, IPCC, green-
house gases must decline by 50-80%
between 2000 and 2050. This means the
carbon dioxide (CO,) emission per person
should be 1 to 1.2 tons per year to reach a
sustainable emission level. In accordance
with the EIA report (International Energy
Annual) the average CO, emissions per per-
son per year was 4.5 tons on a global level
in 2006.

According to the Stern Report, commis-
sioned by the British Government, it is esti-
mated that the cost of doing nothing about
greenhouse gases is equivalent to 5% of the
world's aggregated GDP annually, forever.
By starting to reduce the greenhouse gases
today, the cost of managing the effects
could be cut to 1% of annual global GDP.

Taking on the climate challenge

Transport is responsible for approximately
13%, of which goods transports on roads
accounts for about 4% of the total green
house gas emissions caused by humans. In
addition, statistics from the European Union
show that goods transport is rising faster
than GDP growth worldwide. There is a great
challenge to curb emissions while stimulat-
ing economic growth. By focusing on the

reduction of energy consumption in produc-
tion processes and when products are in
use, developing alternative drivelines and
working with renewable fuels, the Volvo
Group is partly contributing to the solution.

Already in 1989, the employees within
Volvo Group were trained in environmental
issues. Since then, the employees, including
the Volvo Group Executive Committee, have
continuously been educated in environmen-
tal related issues.

Hunt for energy savings

Since 2003, the Volvo Group has reduced
its energy consumption per manufactured
unit by more than 20%. At the same time,
the call for additional reduction in the future
is going to increase.

The increases are due to demands imposed
on manufacturing and the foreseen increase
in energy prices.

Reducing energy consumption per manu-
factured unit is a prioritized environmental
target for the Volvo Group. Here are some
examples of ways to save energy in the
Group:

Using dry air to dry paint

Volvo Powertrain in Skovde, Sweden, saved
around 90% in energy costs by using dry air
instead of hot air for drying and dealing with

the residue of water-based paint that is used
to paint engine blocks. ¥l

Changing lights

Volvo Buses in Boras, Sweden, started a
lighting project several years ago with the
aim of reducing the electricity that was
needed for lighting. The company replaced
the old lighting with T5 fluorescent tubes in
more than 1,500 light fixtures. T5 fluores-
cent tubes have a longer service life and
consume less energy. ¥l

Energy efficiency initiatives in production

In 2004 through participation in the Climate
Leaders Program, an industry government
partnership in the US, Mack Trucks pledged
to reduce greenhouse gas emissions from
its operations by 20% per produced unit by
2010, using 2003 as a base year for its
calculations. Already in 2007 the green-
house gas emissions were reduced
by 32% per unit by focusing on energy
efficiency initiatives in production such as
fuel conversions, controlled lightning, heat
recovery systems and replacing old equip-
ment and tools. The decrease corresponds
to a sustainable absolute reduction of more
than 25%. In October 2008, Mack Trucks
was recognized by the U.S. Environmental

Protection Agency for their work. Mack

Sources of greenhouse gas emissions

Industrial operations, 17%

Energy, power and heating, 22%
Management and processing of waste, 4%
Land utilization and burn-beating, 10%

Housing, commercial premises and other sources, 10%

Extraction, processing and distribution of fossil fuel, 11%

By-products from agriculture, 12%
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Fuel for transport, 14%

Source: EEA (European Environmental Agency)



Trucks' new goal is to reduce its emissions
an additional 12% per produced unit through
2012.

CO, neutral dealership facility

In June 2008 the first CO, neutral dealer-
ship facility was presented by Volvo Trucks.
The aim is to have more dealers follow the
Verona example. Local conditions should
determine what alternative solution is best
for the organization. Experiences from
Verona are helpful in assessing other facili-
ties to become CO, neutral. @

CO, neutral production plant

In September 2007 the world’s first CO,
neutral automotive plant was presented by
Volvo Trucks in Ghent, Belgium. Investments
in wind power and biofuel plant provide
electricity and heat that does not result
in any additional CO, to the atmosphere.
Measurements at the Ghent plant show a
decrease of 14,000 tons of CO, annually.
During 2009 other Volvo Group's facilities
will investigate the possibilities to make
their production plants CO, neutral. The
long-term ambition is to make all plants CO,
neutral. M

Recycling water waste

The plant in New River Valley in the US,
which produces trucks for Volvo Trucks and
Mack Trucks, has its own wind turbine. It was
installed last year, it produces 1,000 kWh a
month and is part of an energy-savings pro-
gram. The lighting and heating systems at
the plant are also being reviewed. Recently,
the plant in New River Valley was presented
with a gold medal by the Governor of the
State of Virginia for its work with recycling
waste water. Some 70% of the waste water
from production can be reused. I

Solar energy systems installed

At the plant in Ghent, solar cell systems
have been installed and there are plans to
install similar systems at Volvo Trucks North
America in Greensboro, Volvo Powertrain in
Hagerstown and Mack in Macungie. I

Volvo launches the market’s first
commercially viable hybrid bus

The Volvo 7700 Hybrid bus is a modern, two-
axle city bus with hybrid power - providing fuel
savings of up to 30%. The bus is a parallel
hybrid featuring diesel and electric power that
can operate independently of the other. Hybrid
technology is perfect in urban operations.
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Sustainable product development

The Volvo Group's product development is inspired by customers’ needs, changes in society

and new technology. We have a clear ambition to reduce the environmental impact of our

products. By focusing on energy efficiency, enhancing existing products and developing

new technologies and renewable fuels, we strive to develop better business solutions for

our customers and contribute to a sustainable society.

Research and development

Research and development at the Volvo
Group relies on the combined expertise
from different companies within our organi-
zation. By coordinating R&D initiatives as
well as general processes and tools across
the company, substantial economies of
scale are created.

About 50% of the Volvo Group's R&D is
conducted in Sweden, while the remainder is
distributed to various locations in Europe, the
US, Asia and South America.

The Volvo Group is involved in a compre-
hensive series of cooperative ventures with
other companies, research bodies and aca-
demic institutions to advance the technolo-
gies needed for future product development.

Examples of major programs and part-
ners are; FP7 (Seventh Framework Pro-
gramme for Research and Technological
Development), PREDIT (Programme de
recherche et d'innovation dans les transports
terrestres), VINNOVA (The Swedish Govern-
mental Agency for Innovation Systems),
EUCAR (The European Council for Automo-
tive R&D), ERTRAC (The European Road
Transport Research Advisory Council) and
LUTB (Lyon Urban Truck And Bus).

Environmental impact analyzed

and specified

The Volvo Group manufactures a large num-
ber of products with various environmental
impacts. The Volvo Group’s objective is to
comply with legislation and always enhance
new technology in product development.
Each new product developed should have
less environmental impact than the one it
replaces. We gain knowledge of a product’s
environmental impact over its entire life by
conducting Life Cycle Analysis (LCA). The
result indicates that 80-90% of the total
environmental impact comes from the use of
the products. Therefore, the current focus is
mainly on reducing the environmental impact
when the products are in use.

The results from the LCAs are adapted
into Environmental Product Declarations
(EPD) intended for customers. EPDs are
available for several products. These decla-
rations are divided into three sections: pro-
duction, use and scrapping. The “Produc-
tion” section provides information about
energy consumption, emissions and waste.
The “Use” section presents fuel consump-
tion, emissions and spare parts utilization and
the third section deals with scrapping. 8

Product development

To achieve efficient product development,
the work is organized in multifunctional
teams, taking advantage of different experi-
ences and competencies from the global
organization. The product development cycle
contains six stages.

Each stage is followed by different envi-
ronmental, quality and safety objectives that
must be met to proceed to the next devel-
opment stage. Consideration for the envi-
ronment is always present, from the first
drawings to the end product and scrapping
and waste through the life-cycle analysis.

Legal requirements

Different authorities are imposing increas-
ingly more stringent requirements to reduce
emissions of nitrogen oxides (NO,) and par-
ticulate matter (PM) from road transport.
NO, contributes to acidification of soil and
water and PM may cause asthmatic reac-
tions and cardiovascular problems. The lat-
est emission regulation in the EU is Euro IV
introduced in 2006 and in the US, the latest
regulation, US'07, became effective in 2007.
The Volvo Group's products sold for the
European market comply with current prod-

Emission standards for trucks and buses

Emission standards for construction equipment

14
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uct regulations and the future Euro V, that
will be introduced in October 2009. We
support global harmonization of emission
regulations and, when competitively neutral
any joint international initiative and or regu-
lation is supported.

Meeting future legal requirements

The Volvo Group is working on a solution for
meeting the future Euro VI standard to be
introduced in 2013 and US'10. The diesel
engine is the Volvo Group's focus, since it is
currently the most efficient energy converter
for heavy duty transport solutions. Three
parallel approaches are applied in product
development to meet future regulations.

* Attain high fuel efficiency and low emis-

sions throughout the life cycle.

* Develop alternatives that complement
the diesel engine, such as hybrid drive-
lines that offer potential energy storage.

+ Develop and identify renewable fuels. The
challenge is producing and distributing
sufficiently large volumes of these fuels.

The vehicles that will meet the US'10 and the
Euro VI emission regulations are equipped
with both EGR (Exhaust Gas Recirculation)
and SCR (Selective Catalytic Reduction).
Using EGR, the nitrogen oxides in the
exhaust gases are cut by returning part of
the exhaust gases to the engine for com-
bustion. SCR is an efficient and well-proven
method for reducing the amount of nitrogen
oxides in diesel exhaust gases by injecting a
mixture of urea and water into the exhaust
gases. The heat from the exhaust system
transforms urea into ammonia, which reacts
with the nitrogen gases and water vapor.

A truck is 100 times cleaner today
Since 1975 fuel consumption in a Volvo

trucks has declined by some 40%, while
emission of nitrogen oxides and particulate
matter has declined by some 90%.

The fuel consumption for a Volvo Truck
FH, the most sold truck, is 2.85 17100 km.
This fuel consumption corresponds to a CO,
emission of 750 g per km. Comparing this
fully loaded truck with a fully loaded environ-
mental passenger car, the truck has approxi-
mately 10 times lower CO, emissions per
ton km. Our most sold Construction equip-
ment machine is the L120 F wheel loader.
The fuel consumption per hour for this
machine is 16.2 liters, which corresponds to
the emission of 42 kg CO,, per hour.

The B12 B Volvo Bus model, which is
used for inner city and commuter traffic, has
a fuel consumption of 3.19 17100 km. The
fuel consumption corresponds to emission
of 830 g CO, per km.

The number of sold vehicles per region is
available in the Annual Report.

Recycling the vehicle

Volvo Group’s products are largely recy-
clable, since by weight they comprise almost
of 85% metal, mostly iron, steel and alumi-
num. The additional materials are mainly
plastic, rubber and material from electronics
components. The total weight of a truck,
such as a Volvo FH, is approximately 7,000
kg of which approximately 35% are made of
recycled material. To support the most opti-
mal way to recover materials, handbooks
are available for most products to show how
to disassemble the vehicle.

At disassembly stations, trucks and buses
are dissembled to be recycled while taking
care of reusable product parts. The vehicle
is carefully assessed to decide what parts
will be recycled, reused or scrapped.

Remaining substances such as oil, diesel

and coolant are emptied from the vehicle
and part by part the vehicle is disassembled.
The Volvo Group has disassembly stations

at numerous places around the world.
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Environmental impact assessment of a truck in long-haul operation

Reduction in PM and NO, between different legislations

58%

30% End of life

Bl Materials & production Reduction Reduction
Fuel (resource & production) Emission legislation in PM in NO,
0 0

[ Exhausting emissions including CO, Euro IV 80% 30%

) Euro V 80% 60%
Maintenance

us'o7 40% 80%

us'10 80% 90%

12%

. 5%

-5%

Viewed over a lifecycle, a truck’s
environmental impact is distributed as
shown in the diagram. Between 80 and
90 percent occurs while the truck is
being used.

Reference: Euro Ill and US'02.
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Time has come for hybrids

Hybrid technology fits best in urban operations since it is characterized by the contin-

uous stop and go conditions of city buses, distribution trucks and refuse vehicles.

Each time the vehicle slows down or the brakes are applied, the retardation energy

can be recovered and stored in a battery.

The stored energy can be used at the very
instant of starting off, for initial acceleration
or for the hydraulic system in construction
equipment. The hybrid technology offers fuel
savings possibilities and thereby a reduction
in CO, emissions. The hybrid solution will
entail a higher investment, but it will be offset
with the reduced long-term operational cost
due to the fuel savings.

A unique solution
The Volvo Group is the leading player in
hybrid operation for heavy duty vehicles such
as trucks, buses and wheel loaders, and has
a unique solution that offers considerable
potential for commercial success. Volvo has
been testing various types of hybrid solutions
since the 1980s and Volvo Group unveiled
the first demonstration vehicle with a hybrid
solution for heavy vehicles in March 2006.
The solution is based on a concept known as
I-SAM (Integrated Starter Alternator Motor).
This solution entails that an electric motor
and a diesel engine work in parallel, whereby
each of them can be used in the areas where
they are most effective.
As a result of our volume and the
resources invested in the project,
we have a standardized platform
solution, which is a prerequisite
for the hybrid technology to
have a widespread commercial
impact in the market for heavy
duty vehicles.

During 2008 Volvo Buses
launched the first commer-
cially viable hybrid bus. A bus

operator in Luxemburg was the
first to place an order and the delivery of

six buses will begin in 2009. Volvo Buses
will start field tests in London with double-

deckers. Renault Trucks, Volvo Trucks and
Mack Trucks launched field tests during
2008 together with customers. These vehi-
cles will operate in refuse service.

In 2008, Volvo Construction Equipment
launched the world’s first hybrid wheel loader
prototype. Since the drive cycle is different
from a truck or bus, the solution in the wheel
loader is a so-called series hybrid. The fuel
saving potential for construction equipment
is very good. The first generation will have a
fuel saving potential of up to 10% and for the
next generation the potential fuel saving is
up to 50% compared with the current level.

Noise emissions a growing problem
Noise emissions are a growing problem in
urban areas. When using the electric mode,
vehicles equipped with hybrid technology
are practically noiseless. There are different
regulations around the world for noise emis-
sions for the transport sector. EU and Korea
have the most stringent noise level regula-
tions of 80 decibel for heavy duty vehicles.
Other countries are steadily approaching
the same level. Volvo Group products are in
accordance with these regulations.

Volvo Group’s unique hybrid solution

Noise emission requirements for heavy duty vehicles
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Environmentally enhanced products

The presentation below shows a selection of the Volvo Group’s environmentally enhanced
products. Some are already commercially viable, and others are under development. The

fuel saving is equal to the decrease in CO, emissions.

Volvo Trucks
Volvo Trucks delivered an FE Hybrid for field tests to customers during 2008. The hybrid technology
combines a 7-liter diesel engine with an electric motor that also functions as a generator. Fuel savings

potential for refuse collection is between 15-20%.

Renault Trucks
During 2008, Renault Trucks started to field test a refuse collection truck equipped
with a hybrid driveline. Renault Trucks Premium Distribution Hybrys Tech - offers fuel
savings potential of between 15-20%.

Nissan Diesel

Nissan Diesel Final Low Emission Diesel System (FLENDS) combines a fuel-injection system with
extremely high pressure and SCR technology. Nissan Diesel was the first manufacturer worldwide
to introduce this type of system into its products as the basic solution for attaining lower emissions.
FLENDS reduced nitrogen oxides and particulate matter, as well as contributing to reduced fuel
consumption.

Mack Trucks

The MACK® TerraPro™ Low Entry refuse truck was presented in December. The Terra-
Pro hybrid is US'07-compliant and features a hybrid electric powertrain consisting of
an integrated starter, alternator and motor that assists the engine in providing torque
to the wheels and regenerates energy during braking. The fuel saving potential is
between 156-20%.

Construction Equipment

Volvo Construction Equipment recently launched a hybrid wheel loader prototype. This diesel-
electric hybrid drive system mounted on an L220F wheel loader is the first step in Volvo's continuing
developing process. Reduced emissions and the approximately 10% fuel-saving potential point to
the benefits that these hybrid systems offer from an environmental and economic perspective.

Volvo Buses
Volvo 7700 Hybrid Bus is a parallel hybrid in which a small diesel engine and an electric motor
operate individually or together. The bus stores braking energy in batteries and uses this energy to
power the electric motor. The diesel engine is shut down at bus stops and the bus drives away from
the stop emission free and nearly noiseless powered by the electric motor. When the bus reaches
16-20 kph, the diesel engine starts up again. When the bus operates on stretches with frequent
stops the hybrid technology can be fully optimized and the fuel saving potential is up to 30%.

Volvo Penta

Volvo Penta IPS (Inboard Performance System) is a propulsion system for high-performance boats.

Thanks to forward-facing propellers, fuel consumption can be cut by up to 30% compared with con-
ventional technologies. The new technology also makes the boat quieter, along with providing supe-
rior performance and maneuvering characteristics.

Volvo Aero
Volvo Aero’s unique technologies - which include lightweight design - are becoming
increasingly important in the aerospace industry, since fuel economy and environ-
mental issues have come into focus. Lightweight structures have a major impact on
fuel consumption and thus also on aircraft emissions. Lightweight structures, simula-
tion and patented manufacturing methods cut development lead times, while simulta-
neously making engines quieter and reducing weight.
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CO, neutral transports not just an utopian dream

Change from fossil fuels to

renewable fuels

There are convincing reasons to make the
changeover from fossil fuels such as oil, coal
and natural gas to renewable fuels. Fossil
fuels contribute to raising the levels of green-
house gases in the atmosphere. More than
98% of all energy used in the transport
industry is derived from fossil fuels. There-
fore, it is important to invest in alternatives to
fossil fuels.

Creating discussions

In 2007 the Volvo Group was the first to
present seven CO, neutral demonstration
vehicles with modified diesel and gasoline
engines that could be run on renewable
fuels. During 2008 the vehicles were pre-
sented at several locations, including in the
U.S. at the Washington International Renew-
able Energy Conference. The objective of
showcasing the vehicles in various arenas
was to create discussions with different
actors in society. The Volvo Group has shown
that we have the technology and knowledge
to develop vehicles for renewable fuels, but
we cannot do it alone. Through active coop-
eration with politicians, government agen-
cies and fuel producers, we can make CO,
neutral transports a reality in the future.

Research on renewable fuels
The Volvo Group has conducted research on
renewable fuels assessed from seven
aspects from a well-to-wheel perspective.
All seven renewable fuels have potential
to reduce CO, emissions from transports
but they also have their advantages and
disadvantages which are presented in the illus-
tration on the next page. ¥

One important factor is that methods used
to produce these fuels have to be sustain-
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able and not compete with food production.
In the short term, the best solution is to
mix currently available renewable fuels with
today’s fossil fuels. Renewable fuels are one
part of the solution moving towards a sus-
tainable society. The Volvo Group believes
that it will not be one renewable fuel that
globally replaces oil. We believe that dif-
ferent regional solutions will be used
based on the region’s prerequisites.
Since we know that biomass will
be a limited resource, it is very
important to choose the most
energy efficient alternative
from a well-to-wheel per-
spective.

BioDME - from biomass
to use in vehicles

In cooperation with other
actors, we are taking a
further step with a project
taking into account the
full chain of production of
fuel from biomass to the
use in vehicles. In September
2008 the BioDME project
was launched, a joint venture
to demonstrate the full technol-
ogy chain involved in the production
and distribution of DME (dimethyl ether) from
biomass to its use as fuel in vehicles.

The BioDME project is financed by the
EU's FP7 and the Swedish Energy Agency.
The project includes building a pilot facility
for the production of DME from biomass,
distribution and filling stations, fuel specifi-
cation and project evaluation. The Volvo
Group is the project coordinator and will
contribute by developing demonstration
vehicles for field tests between 2010 and
2012.

The Volvo Group views DME as one future

alternative among others to fossil fuel since
it is energy efficient and has proven good
environmental performance. This project
takes CO, neutral transportation to the next
step. Parallel with this project we are contin-
uously conducting research on other renew-
able fuels to meet future demands.
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of the energy used in the
transport industry still derived
from fossil fuels.

BioDME partner awarded
Chemrec, a company specializing in techno-
logical development and commercialization of
energy and partly owned by AB Volvo, received

the Swedish Road Administration’s environ-
j mental award in 2008. The company was hon-
ored for its work on further refinement of black

Assessment of various fuels from .Q,%?} é)@a'z} @O&@ liquor to permit extraction of non-fossil fuel
a sustainability perspective for > A\Qb‘ N X@\O Q}\x from pulp industry waste. In the BioDME proj-
internal combustion engines* &06 %\5‘ < ;@rzs {boo\ &6 %q? b@% ect, Chemrec will build the world's first pilot

& of & N AR N facility for the production of DME from bio-

“The result may vary for a mass.

particular fuel depending
. on the production process
Energy efficiency used. Read more at

www.volvogroup.com M|

Minimized climate impact

Efficiency of land use
Fuel potential

Vehicle adjustment

Fuel costs Opfimal

Fuel infrastructure Less preferable
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How to reduce the impact from a product in use

A number of Volvo Group companies world-
wide offer driver training to improve vehicle
knowledge while addressing safety issues
and fuel consumption reduction.

Reduced costs and environmental
impact with Fuelwatch

Volvo Trucks seeks to find solutions enabling
customers to use products in the most effi-
cient way. Fuelwatch is a concept for various
fuel-saving products and fuel management
techniques. The concept includes Fuel Man-
agement Service, product maintenance,
upgrading of engine and transmission and
the Dynafleet system. The information on
vehicle and driver performances derived from
these products help customers reduce costs
and is vital when developing driver training.
Research shows that fuel savings between
5-15% are possible and the payback time is
calculated to be less than one year, while
reducing fuel consumption, the costs and the
environmental impact.

Drivers training in India - for profitable
business and safer traffic environment
The driver is the most important component for
a safe and environmentally adapted driving.

Located in Hoskote, India, a Volvo Truck
and Bus Driver Training Center provides free
training for three drivers to all bus and truck
purchasers. The Volvo driver-training center
is unique in India. The training aims to pro-
vide the driver with vehicle knowledge and
driving skills that reduce fuel consumption
and thus reduce cost. With simple tech-
niques, drivers can contribute to fuel savings
and lower CO, emissions. As a result, drivers
are creators of a more profitable business for
transport companies.

The driver training is also an excellent
opportunity to address driving behavior from
a safety and working environment aspect
and social issues important for the local
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community. This particular training includes
HIV/AIDS education. More than 4,000 driv-
ers were trained during 2008.

Safety - in products and in society
Far too many people are killed or injured in
traffic accidents. As a large manufacturer of
heavy duty vehicles, we are committed to do
our part of the work towards a safer traffic
environment.

Our products are used in complex trans-
port systems. This means that we have to

address a broad range of safety issues, such
as the safety of other road users or improving
safety by providing good comfort and work-
ing conditions for drivers. Our starting point
is what happens in real life. We base our
product development on knowledge of how
our products are used in daily operations and
on data from real accidents. For more than
30 years, our traffic accident research team
has conducted investigations on accidents
and has thus been able to develop a unique
knowledge bank. The experiences gathered



30years

of accident research

over the years have made it possible to
develop important safety systems such as
deformation zones, efficient safety belts and
front under-run protection systems (protects
the occupants of a passenger car that col-
lides with a heavy duty truck or bus).

We strive to prevent accidents from hap-
pening in the first place. Should an accident
occur, however, a number of safety systems
will be activated to minimize the conse-
quences. Research results verify that human
mistakes play an significant role in the major-

ity of all accidents. Accordingly, one of our
focus areas is to build vehicles that support
the driver in various ways. Good visibility, easy
handling and efficient brakes form the basis.
In addition, we have developed a number of
advanced support systems based on modern
information and communication technology.
We also conduct ambitious research programs
to further enhance the performance of such
supporting and intelligent safety systems.

High-lighting some of our
safety projects:

During 2008 Volvo Trucks launched Driver
Alert Support, which detects and warns
tired drivers. Volvo is first in Europe to intro-
duce such a system for trucks. If the system
senses the driving is uncontrolled, the
driver is warned by a sound and later a text
message telling the driver to stop the vehi-
cle and rest.

Volvo do Brazil teaches young people safe
traffic behavior through theater plays, videos
and booklets. The project is ongoing and
called “Transitando.”

During 2007-2008 Volvo Trucks in coopera-
tion with the Swedish Association of Road
Haulage Companies visited some 70
schools in an information tour throughout
Sweden. Designated “stop-look-wave,” the
initiative is aimed at younger children to
make them more visible for truck drivers.

Mack Trucks sponsors “Share the Road,” an
American Trucking Associations’ public
information campaign aimed at enhancing
road safety in the US.

Traffic signs to increase safety awareness
have been installed on the roads around our
plant in Hoskote, India.
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Environmentally adapted production and logistics

Three environmental challenges

for production

Volvo Group environmental objectives are

used to follow-up our environmental perfor-

mance and are an integral part of the busi-

ness plans. The environmental objectives for

production can be summarized in three chal-

lenges, using the year of 2003 as a base:

+ Cutting energy consumption by 50% per
unit of output by 2008.

* Doubling the use of CO, neutral energy by
2008.

» Terminating the use of oil and coal for
heating.

Environmental objectives - results 2008

* Atyear-end 2008, the energy consumption
was reduced by 43% per unit produced
compared with 2003.

+ In 2003, 109 GWh renewable energy was
used in the plants. In 2008, 324 GWh of the
energy used was from renewable energy.

* In 2008, 11 sites used oil for heating pur-
poses, in 2008, five sites used oil for
heating.

Emission trading

Six of the Volvo Group's production plants
are involved in the emission trading system in
EU. In 2008, 6,671 allowances were used.
One allowance corresponds to one ton of
CO,,
Production requirements and

use of chemicals

The Volvo Group has 60 production plants
in 19 countries worldwide. All production
sites must meet minimum environmental
requirements and pursue improvement pro-
grams. Requirements include that energy
consumption, waste volumes and emissions
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to air are to be monitored, along with speci-
fications of maximum emissions to air and
water. Black and grey lists for chemicals
have been set up in the Volvo Group to limit
and eventually phase out hazardous sub-
stances from products and production pro-
cesses. The black list indicates what chemi-
cals are never to be used and the grey list
indicates what chemicals are to be used
with restriction. A taskforce to implement
the EU legislation REACH (Registration,
Evaluation, Authorization and Restriction of
Chemicals) within the company's functions
is in place. This involves registering and
replacing chemicals used with better alter-
natives from the perspective of health and
environmental risks. If any uncertainty exists
concerning a substance’s hazardous envi-
ronmental impact, it should be deemed as
hazardous and replaced by a better alterna-
tive.

Since 1980, environmental audits are con-
ducted to ensure that plants observe the
environmental policy. As of 1990, environ-
mental data from the production sites is col-
lected annually. ®I

Risk management and biodiversity
Environmental risk is one of the factors in the
Volvo Group's enterprise risk process. Volvo
Group has insurance to cover costs related
to accidents that negatively affect the envi-
ronment. During 2008 no major accidents
occurred and no disputes are in progress.
The production plants have the required
environmental permits. In Sweden, 16 facili-
ties require permits that cover waste, noise
and emissions to land, air and water. Three
permits were renewed in 2008. Each year, an
inventory is made of the incidence of polluted
land on our properties. During 2008, reme-
dial operations were conducted at 2 plants.

When assessing possible acquisition of
companies and real estate, an audit is car-
ried out that, in addition to financial and
legal aspects, also takes into account envi-
ronmental and social factors. This informa-
tion provides the basis for action plans, if
needed to ensure the acquired company
can fulfill the Volvo Group’s minimum
requirements.

We do not have any activities in areas
listed as sensitive or protected with regard
to biodiversity. The material used in the
Volvo Group's products might have an indi-
rect impact on biodiversity when extracting
the raw material.

Marketing and sales

Regardless of whether a dealer is owned by
the Volvo Group or by independent owners,
they should meet fundamental requirements
related to environmental care, business eth-
ics, operating and facility standards. Training
material is provided to dealers covering envi-
ronmental care. The Volvo Group observes
the legislation and established generally
accepted business practices with regard to
marketing and sales.

Environmental requirements

placed on our suppliers

In 1996 Volvo started to place environmen-
tal requirements on suppliers. Today the
requirements involve use of chemicals,
choice of packaging material, precautionary
principles when choosing material, maintain-
ing an open dialogue with the Volvo Group,
third-party certification in accordance with
ISO 14001 or EMAS and other demands.
Suppliers are also responsible for their
respective subsuppliers for applying these
requirements throughout the supply chain.



More efficient transport solutions

The CO, challenge

In 2008 Volvo Trucks challenged Volvo
Logistics to reduce CO, emissions by 20%
between 2006 and 2010 from transports in
Europe, with a long-term vision of halving
their climate impact from goods transport
by 2020. Volvo Logistics has taken on the
challenge and develops jointly with suppli-
ers develops specific measures to meet the
objectives. From 2006 to 2007, Volvo
Logistics work resulted in a 4% reduction in
CO, emissions.

In calculating the environmental impact
for new or changed transport routes or for
choice of carriers, Volvo Logistic use a tool
called EnvCalc. The calculation is based on
amount of goods, distance and the trans-
port mode and the result is presented in
amounts of CO,, NO,, SO,, PM and ELU
(Environmental Load unit).

Requirements on transport suppliers
Volvo Logistics also places requirements on
transport companies with regard to engine
requirements, fuel efficiency driver training
and continuous improvements. The require-
ments are followed up with random sample
audits and an annual survey.

Some 68% of Volvo Logistics’ road sup-
pliers in Europe are certified in accordance
with ISO 14001:2004 and globally the cor-
responding figure is 48%. The result from

the 2008 year Carrier Survey showed that
89% of the engines used in the truck fleets in
Europe are equipped for Euro 3 or later emis-
sion requirements. This is an improvement of
12% compared with 2007. In 2008 a project
was started to include the social and ethical
requirements in the supplier requirements.

Clean Shipping Network

In 2008, Volvo Logistics signed the Clean
Shipping Criteria, which is a project placing
environmental demands on shipping opera-
tors regarding chemicals, water, fuel and
waste control, CO,, NO,, SO, and PM.

Volvo Packaging System

To reduce transport volumes and the use of
packaging material, the Volvo Group has a
returnable packaging system used for trans-
port of goods from the suppliers to the Volvo
Group plants. All new packaging is being
evaluated concerning
impact. The system consists of different
types of packaging from wooden pallets to
foldable pallets in steel and plastic and also
smaller plastic “blue boxes” in various sizes.

its environmental

The plastic boxes are reused for approxi-
mately five years, while the wooden pallets
and frames are reused for approximately
7-10 years.

By the end of 2008 Volvo Logistics had a
total of 2.8 million blue boxes, 3.5 million

wooden pallets and 7.5 million wooden
frames. Around the world, Volvo Logistics
has terminals for collecting and cleaning the
packaging materials that are reused until
they no longer meet quality standard. All
packaging materials are then scrapped and

recycled, becoming new materials or energy.

Volvo Trucks’ goods transports

Volvo Trucks' goods are transported mainly by sea
and road. Only a small amount of goods is shipped by
air or rail.

Road, 20%
Air, 0.5%

— Rail, 2%

—————— Sea, 78%
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Responsibility
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In the Volvo Group, sustainable
development means that our
business shall comprise the
three dimensions of economic,
environmental and social respon-
sibility without compromising the
possibility of future generations.
Since the Volvo Group is a part
of people’s everyday activities,
whether as an employer or as a
provider of transport solutions,
we aim to be a responsible citi-
zen. This section explains the
Volvo Group's contribution to
employees and the society with
regard to social issues.
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Life inside the Volvo Group

To be the most attractive employer, the Volvo Group has

identified strategies to attract, motivate and develop individuals

with skills needed in our operations. We further promote ethical

behavior through our company culture and values.

A unique company culture

Volvo Group regards its company culture as
a competitive advantage. Unlike products,
strategies and business models, culture is
unique. By nurturing a healthy company cul-
ture and offer work life balance, we can
attract and retain employees. We believe that
every employee has the capacity to improve
our operations. Our values and culture are
captured and described in the Group docu-
ment The Volvo Way. The principles in The
Volvo Way guide our daily work to realize
business strategies most effectively, assur-
ing long-term business success.

Employee Attitude Survey

Once a year, all employees are invited to vol-
untarily fill in the Volvo Group Attitude Survey
(VGAS). Employees worldwide answer ques-
tions about the working climate, working
conditions, diversity and leadership. Most
importantly, it offers employees a possibility
to comment on life inside the Volvo Group.
The result of the report leads to feedback
sessions in which employees have the oppor-
tunity to discuss and create action plans for
further improvement. The VGAS report is
also a follow-up for, among other items, the
rate of satisfied employees. In 2008, 92%

of Volvo Group employees participated in
VGAS and 86% stated they were satisfied
with their workplace. That is a 1% increase
from the result previous year. The rate has
steadily increased over the years. Improve-
ment potentials are mostly related to con-
flicts in the internal working groups, we-
them attitude between different working
groups and too slow action time between
decision and implementation. Based on the
results of the survey, an Employee Satisfac-
tion Index is calculated, which is described
on page 1 in this report.

Volvo Group Code of Conduct

In 2001, the Volvo Group was one of the first
companies to sign the United Nation's initia-
tive, Global Compact, which aims to align
business practices with internationally
accepted principles of human rights, labor
practice, environment and anti-corruption.
The Volvo Group is committed to practice
responsible business, which is explicit in the
Group policy Code of Conduct policy. It was
adopted in 2003 and is based on principles
in the Global Compact. It is applicable to all
employees and also to the members of the
Board of Directors. The Code of Conduct
establishes the principles Volvo Group shall

Key figures
2007 2008
Number of employees at year-end 101,698 101,381
Share of women, % 17 17
Share of women, Board members, % 1 10
Share of women, Presidents and other senior executives, % 15 17
Sickness absenteeism in the Group’s Swedish companies
Total sickness absenteeism, regular working hours, % 5.1 4.6
of which continuous sick leave for 60 days or more, % 46.2 39.1
Sickness absenteeism (as percentage of regular working hours) by gender
Men, % 4.8 4.4
Women, % 6.3 5.4
Sickness absenteeism (as percentage of regular working hours) by age
29 years or younger, % 4.6 4.6
30-49 years, % 5.1 4.6
50 years or older, % 5.5 4.8




apply in relation to employees, business part-
ners and other stakeholders. It covers busi-
ness principles, environmental principles,
human rights and workplace practices. Basi-
cally, the Code of Conduct is the foundation
of how to conduct business, the minimum
level for actions required in pursuing a
responsible business and our contribution to
sustainable development. As an example,
child labor and forced labor are not tolerated.
We encourage our business partners to
adopt these principles. ¥l

Implementing and safeguarding the
Code of Conduct

It is the responsibility of Volvo Group’s man-
agers to communicate and demonstrate the
content and the spirit of the Code of Conduct
within his or her organization. To assist man-
agers in this work, a web-based training
module of ethical dilemmas has been devel-
oped. The purpose is to reflect on your own
attitudes and behavior in different situations
while receiving immediate feedback. No per-
sonal data is stored but results are registered
to see what principles need greater attention
toincrease compliance. Over 21,500 employ-
ees have completed the web-based training.
The training module is also available as a
workshop with open discussions. VGAS is
used to follow up on the implementation of
the Code.

Diversity provides Volvo Group with
business opportunities
We believe that diversity is a catalyst for
innovation and a source of international com-
petitiveness and profitability. By expanding
our knowledge base, skills and understand-
ing, we become more responsive to customer
needs and strengthen our market position.
Diversity is promoted in the Volvo Group's
Code of Conduct, which prescribes behavior
that is non-discriminatory with regard to gen-
der, race, religion, age, sexual orientation,
nationality, political opinion, union affiliation,
disabilities and social or ethnic origin.

There are many reasons for working with
increasing the diversity within the Volvo

Group and the main reasons are:
* Diversity fosters a working environment in
which employees feel included and
respected, which enables them to reach
their full potential.

* Diversity implies that business chal-
lenges can be attacked from vari-
ous perspectives, and thereby
contribute to creative and
innovative solutions.

* A diverse workforce gives
knowledge of local cultures and
marketplaces which is essential
to understand our customers’
needs and future possibilities.

These factors allow us to find new
business opportunities in keeping
the Volvo Group competitive and are
also an area for long-term business
success. At the same time, this
nurtures a healthy company

culture, thus attracting the :
most competent people. h

The Global Compact
The Volvo Group supports the

Diversity Initiatives

Several initiatives on the local
and global level exist to address
diversity in the Volvo Group. One
global initiative, Diversity and
Inclusive Leadership, has been

United Nation’s initiative Global

Compact, which was institut-
ed to promote

responsible business k 1
enterprise worldwide, and @'

pledges to realize and inte- e
grate ten principles with

respect to human rights, working conditions
and environment care in its operations.

in focus during 2008 and con-
tinues to be so in 2009. The ini-
tiative’s objective is to raise managers’ aware-
ness of inclusiveness. An inclusive work
climate enables all employees to contribute
their fullest potential irrespective of gender,
nationality, ethnic origin, sexual orientation or
age. Tools are provided to identify and
address exclusion behavior and managers
learn how to act as role models contributing
positively to the company culture.

The Volvo Group believes working with
diversity is to work with attitudes. Sometimes
it may be challenging, but by focusing on
diversity initiatives and supporting employee
diversity networks, we believe we can make a
difference.
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Volvo Group as an employer

An international workplace providing
competence development

Our operations are global, with the largest
workforces in Sweden, France, US and Japan.
At the end of 2008 about 100,000 people
were employed by Volvo Group. Working
within the Volvo Group means working in an
international environment with coworkers,
customers and other business partners from
all over the world. It also opens opportunities
for an international career for those desiring
to work abroad.

To be competitive, it is essential for us to
secure and enhance competence within our
operations. Relevant training is continuously
carried out. Training modules for raising aware-
ness target all employees, while others are
in relation to specific job positions. Individual
competence development is handled through
an annually reviewed personal business plan.
The aim is to establish business and personal
development as well as having a long-term
approach in line with the overall strategic
business objectives.

Workplace practice

The Volvo Group has a global recruitment
process to achieve a common framework
for recruitment practices. A global applicant
tracking system has been developed in
accordance to the global process. It cur-
rently covers Sweden, United States, France
and China. The long-term objective is to
implement this process in all countries where
Volvo Group has employees. Although the
Volvo Group aspires to develop talent glob-
ally, it is a prerequisite to have extensive
knowledge in the local market.

To ensure that we take a broader and
more balanced perspective during the inter-
view and selection process when recruiting
for managerial levels, we have implemented
a policy designed to improve and profit from
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the diversity of our global workforce by
requiring at least one woman and one man in
the interview panel.

The policy for wages, salary, remunera-
tion and reward is based on our basic values
and principles as formulated in The Volvo
Way document. Through salary mapping,
potential wage discrimination is detected.
As an example mapping done by Volvo
Trucks in Sweden discovered 20 incidents
of salary discrimination of women during
2008 and corrective measures were taken.
The guiding principle is to secure the
employee’s right to equal pay for work of
equal value.

Safe workplace, iliness prevention and
health promotion

A safe workplace is the foundation for pro-
ductive and efficient work. We try to promote
a creative, healthy and energizing workplace
free from health hazards. A workplace free
from hazards is essential for ensuring the
safety of our employees and visitors.

The Volvo Group is in the process of
defining a systematic workplace safety sys-
tem to be deployed throughout the organi-
zation. Currently, five production plants
within the Group are certified in line with
OHSAS 18001 (Occupational Health and
Safety Assessment Scheme). Five addi-
tional facilities have plans in place to reach
certification by the end of 2010.

This international standard specifies a
process for controlling and improving a
company's safety and health performance
by managing work environment risks, and
making necessary improvements which in
turn are followed up.

Information is the key to improve safety.
Therefore, all employees share the respon-
sibility to report accidents. This makes it
easier to investigate the causes of a spe-

cific event to make proper improvements.
Each company decides how to collect and
register data regarding work-related fatali-
ties and workplace injuries based on
national legislation, and what measures are
to be taken.

Health and welfare
In recent years, greater attention has been
devoted to health and sickness absenteeism.
A more attractive workplace, higher productiv-
ity, maintaining quality in products and reduc-
ing costs are additional reasons for making
health and employee well-being a priority.
The Volvo Group seeks to provide all
employees with access to information and
assistance in reducing or eradicating health
risks associated with work, lifestyle or emo-
tional well-being. Managers have the
responsibility to place these issues on the
agenda. The objective is to make the Volvo
Group’s employees among the healthiest in
the world. Here are some examples from
Volvo Group:

Ergonomic in China

Health and Welfare programs are available
throughout the organization. In China for
instance, health ambassadors, who are vol-
untary employees, encourage and help
coworkers during exercise. In designing new
office premises in Beijing, they were ergo-
nomically customized. The new premises
were equipped with ergonomic chairs, air
cleaners for improved air quality and a rec-
reation room.

Reduced sick leave in France

At the Renault Trucks cab plant in Blainville,
France, the PARI (Plan of Accompaniment
for Internal Reassignment) project has been
in place since 2001. The project was estab-
lished against the backdrop of average age



and sick leave were rising and it became
increasingly more difficult to get an employee
once sick or injured to return to work. The
factory educated all managers in ergonom-
ics, and all 800 workstations were evaluated
from safety and workload perspectives and
gradually upgraded. As a result of the PARI
project, the employee’s sickness absentee-
ism has declined from 6 to 2%.

Working actively with HIV - a focal point
in South Africa

In Durban, South Africa, 50% of the inhabit-
ants are affected by HIV. Since the Volvo
Group is present in Durban, it is natural to
work with HIV/AIDS issues.

The HIV/AIDS program in South Africa
revolves around the significance of knowing
one’s status, preventive work and employee
assistance. All employees receive educa-
tion about HIV and are regularly offered
HIV-tests. Raising knowledge means peo-
ple can protect themselves and others,
while addressing stigmatization connected
to the disease. All employees infected or
affected by HIV are offered support through
the Employee Assistance Program (EAP).
Generally, antiretroviral medication is cov-
ered by medical insurance but for those
employees that are infected but not covered
by insurance, the Volvo Group assumes the
costs and provides medication. In the near
future, the offer of education and HIV-tests
will be extended to family members and
customers such as truck drivers.

Needing assistance when dealing with
life's challenges

Depending on the social context and the
social security system in different countries,
the Volvo Group offers various Employee
Assistance Programs (EAP) around the
world. Through the EAP program in the US,
employees are offered support through
available help-line, which is free to call. If
needed, six free visits for counseling are
provided. If extra help is necessary, the
employee is further assisted. The EAP is
provided under confidentiality and no per-
sonal data is recorded. Experiences show

that this kind of program yields return on
investment through lower healthcare costs,
reduced sick absenteeism, fewer accidents
and lower employee turnover.

Cooperation with unions

The Volvo Group recognizes everyone's
right to freedom of association, and main-
tains a close relationship with a number of
unions. In Europe, the Volvo European
Works Council was formed in 1996 to cre-
ate a forum for dialogue between the

Health and Well-being Award
The Volvo Group Health and Well-being Award
was created in 2006 to highlight good exam-
ples of the health-focused work conducted
within the Volvo Group globally and to serve as
a source of inspiration for future dedication to
this important issue.

Winners of the award:

2008: Project Lifestyle in West Sweden,
focusing on prevent sickness and to promote
health and satisfaction among the company’s
employees.

2007: Site Industriel, Renault Trucks, Blain-
ville in France.

2006: The Ergonomic Team, Mack-Macungie
Assembly Operation, Mack Trucks Inc. in the US.
Both winning projects from 2006 and 2007
have focused primarily on the development of
ergonomics.
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employer and employees. The forum meets
once a year and the Chairman is the Volvo
Group’s CEO. In addition to this forum, the
employee representatives have two meet-
ings each year. Representatives from out-
side Europe are invited to attend these
meetings every two years. During 2008, the
Works Council meeting was held in China,
with the aim to enhance understanding and
sharing experiences about labor practices.
In many places, collective bargaining agree-
ments are in place, including the ten coun-
tries in which we have our largest activities.

"
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Read more about the Volvo
Group in society on
our website. M/
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Volvo Adventure Award
Today's children will become
leaders of tomorrow. Hence,
it is important to engage 7,

children, making them

apply their creatviy fo i,
improve their local envi-

ronment and learning about environmental
care. Therefore, in partnership with the United
Nations Environment Program (UNEP), Volvo
coordinates an international competition for chil-
dren in the 13-16 age group. For more informa-
tion, please visit www.volvoadventure.org.
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Best employer in Brazil

Out of 550 companies, Volvo Group was cho-
sen to be the best company to work for in Bra-
zil during 2008. This survey is considered to
be the most in-depth work environmental
study in the country. The study was carried out
by Editora Abril, a Latin American editorial
group.

Sweden’s most attractive employer

For the second consecutive year, the Volvo
Group has been chosen as Sweden's most
attractive employer by the country’s young
engineers, according to the ranking institute
Universum’s annual Career Barometer survey.
A corporate culture with strong ethics and
high morals combined with international
career possibilities are factors differentiating
the Volvo Group from other companies.

Volvo Group’s Foundations

The Volvo Group has a number of foundations
that award scholarships to prominent research-
ers and organizations to promote research in
various spheres. In 2008, the Volvo Research
and Education foundations, Assar Gabrielsson's
Foundation and the Volvo Environment Prize
Foundation allocated a total of SEK 40.2 M.




Sustainable development together

with our suppliers

In partnership with our suppliers

The Volvo Group's suppliers are vital for
maintaining the Volvo Group'’s business. We
have production in 19 of the countries in
which we are active. Strategic suppliers are
to a large extent located close to the Volvo
Group’s production plants. The Volvo Group
has two types of suppliers - those that sup-
ply material and components to our prod-
ucts and those needed to maintain our
operations.

General requirements on suppliers

Our suppliers have to fulfill a number of require-
ments. These encompass such parameters
as financial position, management, organiza-
tion, logistics, social and environmental per-
formance.

Continues improvement with

our suppliers

During 2008, a project addressing social
responsibility in the supply chain was estab-
lished. The objective is to clarify our require-
ments, implement procedures and increase
awareness. The requirements are based on
our Code of Conduct and include; human
rights, working environment, workforce
rights and business ethics. Environmental
requirements were adopted already in 1996.
As of 2008, all new general purchasing
agreements include a paragraph on compli-
ance with the Volvo Group's Code of Con-
duct that further presents our work with

supply chain management.

Identifying risks within our supply chain
In our continuous development with our

suppliers, we have chosen to focus efforts
on high-risk suppliers. An assessment tool,
for social responsibility performance, will
identify high-risk suppliers. This tool will
also be a part of the evaluation base of sup-
pliers and will be implemented during 2009.
Risks can be related to forced labor, child
labor, poor working environment, freedom of

association, corruption and similar issues.
The assessment tool will be based on CSR
country risks and the segment in which the
supplier operates.

Enhancing Volvo Group’s social

responsibility work through education
Training about social responsibility target-
ing strategic actors within our purchasing
organizations started in 2008. A social
responsibility training module for sup-
pliers is currently under develop-
ment.

Benefits of working with
social responsibility in the
supply chain

We believe that working with respon-
sible supply chain management can
make a difference for many people. By
placing demands on our first-tier suppliers
and asking them to put the same require-
ments on their suppliers, risks may be
avoided. Benefits include risk management,
closer relationship with supplier, higher
quality, delivery readiness, and efficient pro-
cesses.
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How we do business

Code of Conduct provides guidelines.

Being a global company, the Volvo Group'’s
employees have the opportunity to engage
with business partners all over the world.
The expectations on our employees derive
from different stakeholders but also from
the company culture, values and the Code of
Conduct. Legal compliance is a cornerstone
of the Code of Conduct.

The Volvo Group takes a neutral position
in relation to political parties and candi-
dates.

Managing anti-corruption

and anti-fraud

To raise awareness on how to behave in
business relations, Code of Conduct training
is available. Complementary education on
anti-corruption and anti-fraud are provided
for all employees and mandatory for targeted
groups such as managers. In total 22,182
employees have completed the anti-corrup-
tion training including 1,501 in 2008. With
training and other management tools, we
want to enable our employees to act in an
ethical manner.

Joint ventures

Investment decisions, such as entering a
joint venture, are guided by internal financial
policies that include our Code of Conduct.
The issues of environmental care, freedom
of association, non-discrimination and
respect for human rights are therefore taken
in account before investment agreements
are made. The entire process of investment
decisions is also controlled by an internal
audit structure.

Defense materiel products
The Volvo Group sells defense materiel as
defined in Swedish legislation governing

In developing and sustaining relations with business partners, all employees must know

what behavior is expected of them as representatives of our company. The Volvo Group

In dialogue with the NGO - Action Aid

In March 2008 we acknowledged that human
rights have been violated during mining
expropriation in South Africa. The company
that was accused of the violations was Anglio
Platinum, a four-tier supplier to Volvo Group.
The Volvo Group immediately started to
investigate the circumstances by contacting
the supplier, reading reports and talking to
stakeholders. A representative for Volvo
Group traveled to South Africa for further
investigations through meetings with all par-
ties in the supply chain. The case is still in
progress, and the Volvo Group is maintaining
communications with the involved NGO,
Action Aid, and the supplier.

military products and related regulations.
The Volvo Group complies with governing
legislation and with regard to the sale of
defense materiel we apply for permits to the
particular public authority in each country in
which business is conducted. We do not sell
military equipment to countries on the United
Nation's embargo list.

In 2008, the Volvo Group sold military
equipment, as defined in the Swedish Mili-
tary Equipment Ordinance (1992:1303)
section A, for 0,3% of net sales.



GRI summary

GRI (Global Reporting Initiative) is an independent organization that has drawn up global framework for sustainability reporting and
sustainability performance. This framework sets out the principles and indicators that organizations can use to measure and report their
economic, environmental and social performance. The framework is voluntary. The table provides an overview of where the information

is available in this publication, the Annual Report or at our website.

Information on

GRI indicator Area Page in this report Page in Annual Report the Internet

Strategy and analysis

1.1 Vision and strategy 2,3 2 u

1.2 Sustainability impact, risk and opportunities 2,8,9 34-37 o

Organizational profile

2.1-8 Organization Introduction, 4, 10 6-7 u

2.9 Changes in reporting GRI summary

2.10 Awards received 9,12,19,30

3.1-3.12 Report profile GRI summary, 4

3.13 External assurance GRI summary

Governance, Commitments and Engagements

41-7,9,10 Corporate governance 64-74 u

4.8 Business concept, vision, values Introduction, 2, 3, 26 2,16-23 "

411-13 Commitment to external initiatives 12,13, 18, 25, 27, 29, 30 u

4.14-17 Stakeholders’ engagement 5

Economic performance

EC1-4 Economic performance 8,9 1 u

ECH-7 Market presence Introduction 9 L]

EC8-9 Indirect economic impacts 8,9 8-9 L]

Environmental performance

EN1-2 Materials 14 u

EN3-7 Energy 8,14-25 35, 167 L]

EN8-10 Water 1 37,157 L]

EN11-156 Biodiversity 24

EN16-25 Emissions, effluents and waste 1,24 37,157 u

EN26-27 Products and services 10-256 12-19, 157 u

EN28 Compliance 14,15, 24 35 u

EN29 Transport 25 u

EN30 Expenses and investments 9, 14-24 34-37

Social performance

LA1-14 Labor practices and decent work, training and diversity 8,26-30 36-37, 114-117 u

HR1-9 Human rights 26-30 36-37

S0O1-8 Society, corruption, politics, competition, compliance 4,30, 32 64-74,140 u
Product responsibility, health, safety,

PR1-9 communications, compliance b, 14,16, 20-21, 24 12-19 u

Reporting period

The Volvo Group published the Sustainability Report
2007 in June 2008. In addition, sustainability infor-
mation and the Sustainability Report are available at
Volvo Group's website; www.volvogroup.com. This
report covers operations for 2008 financial year.
The Volvo Group plans to publish regular sustain-
ability reports.

Changes during the reporting period

The Volvo Group has published Environmental
Reports since 1990. These reports initially covered
environmental issues and were subsequently
expanded to a wider perspective regarding sustain-
ability, refer to the definition on page 3, and from the
perspective of what has occurred in the business
world and following dialogue with stakeholders. ¥

Demarcation

Unless otherwise stated, this report encompasses
all companies in the Volvo Group. Information
regarding the Volvo Group’s Corporate Governance
is available in the Annual Report 2008 and at www.
volvogroup.com.

Compilation of data and computations

This report was inspired by the framework provided
by GRIand others. The GRI summary above refers to
where the information may be found. This report was
not audited by a third party. Although we acknowl-
edge the value of an audit, we have in current cir-
cumstances opted to give priority to developing our
in-house process in an effort to further develop our
sustainability efforts. We consider this report to be
on a B-level.

Additional information
* Annual Report 2008
* Detailed and comprehensive sustainability
information on www.volvogroup.com including
- Detailed environmental data
- Corporate governance
- Financial performance
- Volvo Group in society

Contact person:

If you have questions regarding this report or the
Volvo Group’s CSR work, please contact: Malin
Ripa, AB Volvo, Public Affairs, Dept. 960 VHQ,
SE-405 08 Gothenburg, Sweden.

Mail address; malin.ripa@volvo.com
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