Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Annual Report and Consolidated Financial Statements for the 2018
fiscal year

The Board of Directors and the President of Volvo Treasury AB (publ), (556135-4449) hereby
submit the following Annual Report and Consolidated Financial Statements.

Content

B0ard 0f DIr€CIOIS” TEPOIt.....evvurvrirereiireierinreniniee st erereaeesesesesesasesesesesesssssesssssstessssssssesesesene 2
Consolidated statement of COMPIERenSIiVE INCOME.......c.vviieiieeeeeeeeereeee oo oo e et see s 4
Consolidated balance SHEEt .........c.cvivriiireiiiieiei et e e s st e oot ee oo 5
Consolidated cash-flOW STALEIMIENE .......cvcvereuiiinieriririeiiieer e e e e e e e seseseseses st st stse e e one 8
Income Statement, Parent COMPANY .....oveieieriieeeiiinieiieireerereseesereseeseserssesesssssssessssrssssssesosesessssseeseons 9
Balance sheet, Parent COMPANY .......coveiveereiniiieririitiieisisiseeeeeeseeessssesessssssesessssesssesossssssee e esons 10
Cash-flow statement, Parent COMPANY .........ccoreurrieniiereririisiieiressesseseeerersssseesesessessessetssssessssesena. 13
Notes — Group and Parent COMPANY.........cervvurerenieerirerireririreresiseeeseeeseresesseseseseressssssssssssssesssessses 14
AUGIEOI™S TEPOTT..1vvveviviisiseisicereieiriseesesete et s e tstsse et setsesesesesetensssssesessssessessetsessssesesesoes 46
Corporate GOVEINANCE REPOIT ......cvcuveviiriririiieeiiirinieenitse ettt eseessesesesesssesessesessesssssosessssessses 49

This is a true and accurate

translatW/riginal | document
-y

(Certified): ., P L—Q\ [ —

............

hn Lightowler

Authorized Translator

All amounts are shown in millions of Swedish kronor (SEK M) unless otherwise stated. The
amounts within parentheses refer to the preceding year.

1(51)




Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Board of Directors’ report

Volvo Treasury AB (publ) is a wholly owned subsidiary of AB Volvo (publ) Gothenburg (556012-
5790). The Company is the Parent Company of Volvo Treasury Asia Ltd, which in turn is the Parent
Company of Volvo Treasury Australia Pty Ltd (“Volvo Treasury Group”).

Volvo Treasury AB is a unit within the Group function, Volvo Group Treasury. Volvo Group
Treasury is the Volvo Group’s internal bank with responsibility for the Volvo Group’s borrowing
and operational financial risk management, including external banking relations. Volvo Group
Treasury is also responsible for ensuring and developing an efficient financial infrastructure for the
Volvo Group’s operations. Most of the Volvo Group’s financial transactions are conducted through
Volvo Treasury Group or one of the Volvo Group’s other treasury entities in America or Asia. All
financial transactions in Volvo Treasury Group, and between Volvo Treasury Group and other
companies within the Volvo Group, are carried out on market terms.

Mandates and limits for Volvo Group Treasury’s management, monitoring and reporting of
operational financial risks are set by the Board and CFO of the Volvo Group or in certain cases by
the Senior Vice President, Group Treasury & Corporate Finance. A more detailed description of
these risks and the manner in which they are managed is presented in Note 3 Financial risks below,
and in the Volvo Group’s Annual Report. See also the Annual Report for the Volvo Group for
information on employee policies.

Corporate Governance Report
Volvo Treasury AB has prepared a Corporate Governance Report that is se

Report, which can be found after the Annual Report in this document. S\)'
[+4
<

Operations during 2018 =

©

Volvo Treasury Group — Summary
The Group’s operating income by company is presented in the table below.

2018 2017 2016 2015 2014
Volvo Treasury AB -~ 164 472.1 1,010.3 728.3 1,863.3
Volvo Treasury Asia Ltd 24.5 42.5 70.8 63.5 40.1
Group total 40.9 514.6 1,081.1 791.8 1,903.4

During the year, net lending to companies within the Volvo Group decreased SEK 5.1 billion. This
was a consequence of improved cash flow within the industrial business, which was also reflected
in the increase in cash and cash equivalents of SEK 10.4 billion. At the same time, growth in
customer financing operations resulted in an increase in external financing of SEK 4.2 billion.

Both interest income from companies in the Volvo Group and interest expenses for external
interest-bearing liabilities and derivative contracts have increased year-on-year, which was due to
higher lending to customer financing operations and increased costs for managing cash and cash
equivalents.

Financial instruments measured at fair value through profit and loss (FVTPL) negatively impacted
earnings, albeit to a lesser extent than last year. The underlying cause of the negative impact was
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Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

higher market interest rates, primarily for the EUR and SEK as well as lower market interest rates
for the USD.

The Volvo Group’s hedging of commercial cash flows is managed by and reported in Volvo
Treasury Group. The result from operations was negative SEK 390 M, which was primarily a
consequence of the weaker Swedish krona. The effect of the hedge is included under Other financial
income and expenses.

Income derived from loan commitments issued to Volvo Financial Services totaled SEK 131 M and
were included under the item Other operating income. Costs derived from issued loan commitments
were included under the Administrative expenses item.

The prepared Annual Report states that a Group contribution totaling SEK 600.0 M was paid to AB
Volvo, while a Group contribution totaling SEK 692.0 M was received from Sotrof AB.

Proposed disposition of unappropriated earnings

According to the balance sheet of Volvo Treasury AB’s Parent Company, the Annual General
Meeting has at its disposal the following earnings of SEK 15,147.4 M. The Board of Directors and
the CEO propose that the above earnings of SEK 15,147.4 M be carried forward. Read more in
Note 30, Proposed disposition of unappropriated earnings.
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Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Consolidated statement of comprehensive income

Note 2018 2017
Interest income 4 2,999.0 2,753.2
Interest expense 5 -2,512.1 -2,161.4
Financial instruments measured at FVTPL 3,24 -121.9 -261.8
Net interest income 365.0 330.0
Other financial income and expenses 6,24 -256.5 291.8
Gross income 108.4 621.8
Other operating income 130.9 126.2
Administrative expenses 7,8,9 -165.0 -201.6
Other operating expenses -33.4 -31.8
Operating income 40.9 514.6
Tax on income for the year 10 -16.9 -113.3
Net income 24.0 401.3
Other comprehensive income
Net income 24.0 401.3
Items that will not be reclassified to profit and loss:
Remeasurement of defined-benefit pensions -7.3 -6.5
Items that may be subsequently reclassified to profit and loss:
Exchange-rate differences on translation of foreign operations 47.8 -15.6
Comprehensive income for the year 64.5 379.2
Total net income attributable to Parent Company shareholders 24.0 401.3
Total comprehensive income attributable to Parent Company shareholders 64.5 379.2

*See note 28 for details regarding recalculation

4 (51)



Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Consolidated balance sheet

ASSETS

Non-current assets

Intangible assets

Software development

Tangible assets

Equipment

Financial assets

Receivables from Group companies (within the Volvo Group)
Other long term receivables

Total financial assets

Deferred Taxes

Total non-current assets

Current assets

Current receivables

Receivables from Group companies (within the Volvo Group)
Tax assets

Other current receivables

Total current receivables

Marketable securities

Cash and cash equivalents

Total current assets

TOTAL ASSETS

*See note 28 for details regarding recalculation
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Note

11

12

24,26
14

10

24,26
10
15

16

Dec. 31,2018 Dec. 31, 2017

0.0 0.9
0.5 0.5
70,191.3 61,808.2
1,450.5 2,587.3
71,641.8 64,395.5
16.1 14.7
71,658.4 64,411.6
89,768.5 97,198.0
0.0 1.2
2,358.4 1,410.9
92,126.9 98,610.1
32,800.3 22,447.0
124,9272  121,057.1
196,585.6  185,468.7




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity
Share capital
Reserves

Retained earnings
Net income

Total shareholders’ equity

Non- current liabilities

Bond loans

Other liabilities to credit institutions

Other non-current liabilities

Liabilities to Group companies (within the Volvo Group)
Provisions for pensions and similar obligations

Total non-current liabilities

Current liabilities

Liabilities to credit insitutions

Liabilities to Group companies (within the Volvo Group)
Accounts payable - trade

Current tax liabilities

Other current liabilities

Other provisions

Total current liabilities

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

*See note 28 for details regarding recalculation
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Note

19,24
19,24
20
24,26
18

21
24,26
24
10
22

Dec. 31,2018 Dec. 31,2017

500.0 500.0
179.1 130.4
15,596.0 15,131.2
24.0 401.3
16,299.1 16,162.9
59,115.3 48,962.3
8,167.1 8,107.1
145.8 84.4

0.0 0.8

52.7 41.4
67,480.9 57,196.1
33,340.1 38,574.8
78,880.7 72,872.3
1.7 2.9

5.1 1.3

577.9 658.4
112,805.6 112,109.7
196,585.6 185,468.7




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Changes in shareholders’ equity, Group

Balance at December 31, 2016

Net income for the year

Other comprehensive income

Translation differences

Remeasurement of defined-benefit pensions

Total comprehensive income for the year

Transactions with shareholders/related parties
Group contributions granted and received

Tax effect of Group contributions granted and received
Total transactions with shareholders/related parties
Balance at December 31, 2017

Net income for the year

Other comprehensive income

Translation differences

Remeasurement of defined-benefit pensions

Total comprehensive income for the year

Transactions with shareholders/related parties
Group contributions granted and received

Tax effect of Group contributions granted and received
Total transactions with shareholders/related parties

Balance at December 31, 2018

Reserves Total

(translation Retained shareholders’

Note Share capital differences) earnings equity

500.0 146.0 15,456.7 16,102.7

- - 401.3 401.3

- -15.6 - -15.6

18 - - -6.5 -6.5
- -15.6 394.8 379.2

17 - - -409.0 -409.0
10 - - 90.0 90.0
- - -319.0 -319.0

500.0 130.4 15,532.5 16,162.9

- - 24.0 24.0

- 47.8 - 47.8

18 - - -1.3 -7.3
- 47.8 16.7 64.5

17 - - 92.0 92.0
10 - - -20.2 -20.2
- - 71.8 71.8

500.0 178.2 15,620.9 16,299.1
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Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Consolidated cash-flow statement

ACTIVITIES DURING THE YEAR

Interest received

Interest paid

Other financial transactions

Income tax paid

Payments to suppliers and employees

Cash-flow from operating activities before changes in
operating receivables and liabilities

Increase (-)/decrease (+) in marketable securities
Increase (-)/decrease (+) in current receivables
Increase (+)/decrease (-) in current liabilities
Increase (+)/decrease (-) in provisions

Increase (-)/decrease (+) in lending to Group companies

Increase (+)/decrease (-) in borrowing from Group companies

Increase (-)/decrease (+) in non-current receivables

Cash-flow from operating activities

Group contributions received

Group contributions granted

Issue of interest-bearing securities -
Repayment of interest-bearing securitl&
Increase in other borrowing

Decrease in other borrowing

Cash-flow from financing activities

Cash-flow during the year
Revaluation differences on cash and cash equivalents
Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of year
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Note 2018 2017
4 2,945.3 3,289.8
5 -2,544.5 -2,568.0
-424.1 -

10 -40.1 -26.0
-59.4 -99.8

-122.8 596.0

0 0.0 1,021.1
15 88.0 -8.7
22 -1.9 2.3
0.0 -5.5

477.0 3,081.3

26 7,389.5 13,946.6
26 -0.8 -2.7
7,829.0 18,630.4

17 291.0 550.0
17 -700.0 -1,500.0
19,21 41,517.6 22,343.1
19,21 -36,775.5 -27,204.4
19,21 34,158.6 28,795.8
19,21 -35,967.8 -29,838.1
30 2,523.9 -6,853.5
16 10,352.9 11,776.9
0.3 -0.3

16 22,447.0 10,670.4
16 32,800.3 22,447.0




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Total comprehensive income, Parent company

Interest income
Interest expense
Financial instruments at FVTPL

Net interest income

Other financial income and expenses

Gross income

Other operating income
Administrative expenses
Other operating expenses

Operating income

Allocations

Income before tax

Tax on income for the year

Net income

Other comprehensive income

Total comprehensive income for the year

*See note 28 for details regarding recalculation
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Note

3,24

6,24

7,8,9

17

10

2018 2017
2,872.7 2,641.1
-2,432.4 -2,099.4
-115.2 -264.9
325.1 276.8
-266.1 278.3
59.0 555.1
130.8 123.9
-144.5 -176.9
-28.6 -28.0
16.7 474.1
92.0 -409.0
108.7 65.1
-24.6 -13.3
84.2 51.8
84.2 51.8




Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Balance sheet, Parent company

Note Dec. 31,2018 Dec. 31,2017
ASSETS

Non-current assets

Intangible assets

Software development 11 0.0 0.9

Tangible assets

Equipment 12 0.4 0.4

Financial assets

Participations in subsidiaries 13 224.6 224.6
Receivables from Group companies {within the Volvo Group) 24,26 69,483.0 61,0713
Other non-current receivables 14 1,448.2 2,582.9
Total financial assets 71,155.8 63,878.8
Deferred tax 10 51 5.6
Total non-current assets 71,161.4 63,885.7

Current assets

Current receivables

Receivables from Group companies (within the Volvo Group) 24,26 87,207.6 95,012.5
Tax assets 10 0.0 1.2
Other current receivables 15 2,340.3 1,399.1
Total current receivables 89,547.9 96,412.8
Marketable securities 0 - -

Cash and cash equivalents 16 32,781.5 22,436.7

Total current assets 122,329.4 118,849.5

TOTAL ASSETS 193,490.8 182,735.2
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Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Note
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity
Restricted equity
Share capital (5,000,000 Series A shares, quotient value SEK 100)
Legal reserves
Total restricted equity
Unrestricted equity
Retained earnings brought forward
Net income
Total unrestricted equity
Total shareholders’ equity
Non-current liabilities
Bond loans 19,24
Other liabilities to credit institutions 19,24
Other non-current liabilities 20
Liabilities to Group companies (within the Volvo Group) 24,26
Provisions for pensions 19
Total non-current liabilities
Current liabilities
Liabilities to credit institutions 21
Liabilities to Group companies (within the Volvo Group) 24,26
Accounts payable — trade 24
Tax liabilities 10
Other current liabilities 22

Other provisions

Total current liabilities

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES
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Dec. 31,2018 Dec. 31,2017

500.0 500.0
100.0 100.0
600.0 600.0

15,063.3 15,011.5
84.2 51.8
15,147.5 15,063.3
15,747.5 15,663.3
59,115.3 48,962.3
7,516.1 5,578.3
143.6 82.3

0.0 731.6

2.3 -
66,777.2 55,354.5
30,792.5 37,098.6
79,618.5 73,9713
1.5 2.7

2.9 -

550.8 644.8
110,966.1 111,717.4
193,490.8 182,735.2




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Changes in shareholders’ equity, Parent company

Share capital
Balance at December 31, 2016 500.0
Net income for the year -
Other comprehensive income -
Total comprehensive income for the year 0.0
Balance at December 31, 2017 500.0
Net income for the year -
Other comprehensive income -
Total comprehensive income for the year 0.0
Balance at December 31, 2018 500.0
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Reserves

100.0

0.0
100.0

0.0
100.0

Retained
earnings
15,011.5
51.8
51.8
15,063.3
84.2

84.2

15,1474

Total
shareholders’
equity
15,611.5

51.8

51.8
15,663.3

84.2

84.2
15,747.4




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Cash-flow statement, Parent company

ACTIVITIES DURING THE YEAR

Interest received 4
Interest paid
Income tax paid 10

Payments to suppliers and employees

Other financial transactions
Cash-flow from operating activities before changes in
operating receivables and liabilities

Increase (-)/decrease (+) in marketable securities 0
Increase (-)/decrease (+) in current receivables 15
Increase (+)/decrease (-) in current liabilities 22

Increase (+)/decrease (-) in provisions
Increase (-)/decrease (+) in lending to Group companies 26
Increase (+)/decrease (-) in borrowing from Group companies 26

Increase (-)/decrease (+) in non-current receivables

Cash-flow from operating activities

Cash-flow from investing activities

Group contributions received 17
Group contributions granted 17
Issue of interest-bearing securities 19,21
Repayment of interest-bearing securities 19,21
Increase in other borrowing 19,21
Decrease in other borrowing 19,21
Cash-flow from financing activities 27
Cash-flow during the year 16
Revaluation differences on cash and cash equivalents

Cash and cash equivalents, beginning of the year 16
Cash and cash equivalents, December 31 16
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2018 2017
2,832.3 3,169.0
-2,473.3 -2,500.3
-19.2 -12.3
-42.4 -77.6
-539.2 -
-241.8 578.8

- 1,021.1

86.4 -4.6
-1.0 1.4

0.0 -5.5
563.9 983.9
6,206.0 15,691.5
-0.8 -2.4
6,612.6 18,264.2
291.0 550.0
-700.0 -1,500.0
41,517.6 22,343.1
-36,775.5 -27,456.9
32,863.7 27,5717
-33,464.7 -27,995.5
3,732.2 -6,481.5
10,344.8 11,782.7
0.0 0.0
22,436.7 10,654.0
32,781.5 22,436.7




Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Notes — Group and Parent Company

Note 1 Accounting and valuation policies

The consolidated financial statements for Volvo Treasury AB and its subsidiaries (“Volvo Treasury
Group”) have been prepared in accordance with the International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB), as adopted by the EU. This
annual report is prepared in accordance with IAS 1, Presentation of Financial Statements, and in
accordance with the Swedish Annual Accounts Act (1995:1554). The income statement has been
adapted to provide a relevant presentation of the results of the operations. In addition, RFR 1
Supplementary Rules for Groups, issued by the Swedish Financial Reporting Board, has been
applied.

To the extent deemed appropriate, Volvo Treasury AB describes its accounting policies in Note 1.
In some cases, the accounting policies are described in connection with certain notes to provide
increased understanding of the respective accounting areas.

Consolidated financial statements

The consolidated financial statements comprise the Parent Company and subsidiaries in which
Volvo Treasury AB has a controlling influence. The consolidated financial statements have been
prepared in accordance with the policies set forth in IFRS 10, Consolidated Financial Statements.
Intra-Group transactions are eliminated.

Translation to Swedish kronor when consolidating companies using foreign currencies

The functional currency of each Group company is determined based on the primary economic
environment in which the company operates. The primary economic environment is normally the
one in which the company primarily generates and expends cash and cash equivalents. Volvo
Treasury’s functional currency is Swedish kronor. In most cases, the functional currency is the
currency of the country where the company is located. In preparing the consolidated financial
statements, all items in the income statements of foreign subsidiaries are translated to Swedish
kronor at average exchange rates. All assets and liabilities items in the balance sheet are translated
at exchange rates at the respective year ends (closing-day rates). The changes in consolidated
shareholders’ equity arising as a result of year-on-year variations between closing-day exchange
rates are recognized in Other comprehensive income and cumulative differences in provisions under
Shareholders’ equity.

Receivables and liabilities in foreign currency

Receivables and liabilities in currencies other than the functional currency are translated to the
functional currency at the closing-day exchange rates, both in the individual Group company and in
the Group’s financial statements. Translation differences pertaining to financial assets and liabilities
are classified to profit/loss from other financial transactions.

Financial instruments used to hedge currency and interest-rate risk are marked to market. Foreign
exchange gains are recognized as receivables and losses are recognized as liabilities. Depending on
the maturity of the financial instrument, these items are recognized as current or non-current in the
balance sheet. The impact on earnings on remeasurement is reported under the item Other financial
income and expenses.
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The exchange rates used in the consolidated financial statements are as follows:
Average rate Averagerate  As per Dec. 31  As per Dec. 31

Country Currency 2018 2017 2018 2017
Singapore 1SGD 6.44390 6.18072 6.56050 6.15610
Australia 1 AUD 6.49538 6.54341 6.32450 6.42350

Valuation, depreciation, amortization and impairment of intangible and tangible fixed assets
Volvo Treasury Group recognizes intangible and tangible fixed assets at cost less depreciation and
amortization. Depreciation and amortization is based on the historical cost of the assets, adjusted in
appropriate cases by impairment and estimated useful lives.

Depreciation periods
Software development 5 years
Equipment 5 years

Financial instruments

Volvo Treasury Group applies the accounting policies contained in IFRS 9, Financial Instruments,
as well as IFRS 13, Fair Value Measurement. Depending on the maturity of the financial
instrument, these items are recognized as current or non-current in the balance sheet. Gains and
losses on financial instruments are recognized in profit and loss.

Purchases and sales of financial assets and liabilities are recognized on the settlement date, and
subsequent re-valuation between the contract date and the settlement date is recognized in profit and
loss. Transaction costs are included in the fair value of the assets except where the value changes
are recognized in profit and loss. Transaction costs in connection with borrowing are amortized over
the period of the loan as a financial expense using the effective-interest-rate method.

A financial asset is derecognized from the balance sheet when all significant risks and benefits
linked to the asset have been transferred to an’external party. Financial liabilities are derecognized
from the balance sheet when the obligation has been met, annulled or extinguished.

Fair values are established for assets based on quoted market prices where these are available. If
market prices are not available, fair values are established for individual assets using different
valuation techniques.

Financial instruments are classified based on the extent to which market data has been used in the
calculation of fair value. All of Volvo Treasury’s financial instruments that are measured at fair
value through profit and loss (FVTPL) are classified as held for trading in accordance with level 2.
The valuation of level 2 instruments is based on market conditions using quoted market data for
similar instruments available in the active market at each balance-sheet date. Observable market
prices are primarily derived from official capital market quoted rates or prices. The basis for the
interest is the zero-coupon-curve in each currency, which calculates the present value of all the
estimated future cash flows. Currency forwards use the forward rate for each currency’s spot price
and future date at the balance-sheet date. As per the balance-sheet date, a present-value calculation
is carried out based on the applicable forward rates.
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Financial instruments measured at fair value through profit and loss (FVTPL)

Financial assets and liabilities measured at FVTPL

All of Volvo Treasury Group’s financial instruments that are measured at FVTPL are classified as
held for trading. These comprise derivative instruments used to hedge interest rates and currencies.

Realized and unrealized interest gains/losses pertaining to derivatives used to hedge interest-bearing
assets and investments, and unrealized interest gains/losses pertaining to derivatives held to hedge
financial assets and liabilities are recognized in Net interest income.

Financial instruments used to hedge currency risk in contracted commercial cash flows are
recognized in Gross profit.

Volvo Treasury AB has decided not to apply hedge accounting for these financial instruments, and
gains or losses on these are recognized in profit and loss.

Financial assets measured at amortized cost

Loan receivables and accounts receivable are measured at amortized cost and comprise non-
derivative financial assets with fixed or determinable payment plans that are not traded in an active
market. After initial recognition, these receivables are measured at amortized cost according to the
effective-interest-rate method. Gains and losses are recognized in profit and loss when the loans or
receivables are divested or impaired, as well as in pace with the recognition of accrued interest.

Financial liabilities measured at amortized cost

Financial liabilities other than derivatives are measured at amortized cost. Transaction costs in
connection with raising financial liabilities are amortized over the loan’s duration as a financial
expense using the effective-interest-rate method. Issued hybrid bonds are categorized as liabilities in
the accounts since they entail a contractual obligation to make interest payments and to repay the
nominal debt to the holder. For more information, see Note 24, Financial instruments.

Pensions and similar commitments

Volvo Treasury Group, including the Parent Company, applies IAS 19 Employee Benefits, for
pensions and similar commitments. In accordance with IAS 19, actuarial calculations must be made
for all defined-benefit plans in order to determine the present value of Volvo Treasury Group’s
commitments pertaining to unvested benefits for current and former employees. The actuarial
calculations are prepared annually and are based on actuarial assumptions that are determined at the
balance-sheet date. Changes in the present value of commitments due to revised actuarial
assumptions and experience-based assumptions comprise remeasurements.

Provisions for pension benefits and similar commitments in Volvo Treasury Group’s balance sheet
correspond to the present value of the commitments at the balance-sheet date, less the fair value of
plan assets. According to IAS 19, the discount rate of interest is applied in calculating the net
interest income/expense on the net pension liability (the asset). All changes in the net pension
liability (the asset) are recognized as they occur; service costs and net interest expense (rey
recognized in profit and loss, while remeasurements, such as actuarial gains Qe};x@ 35S
recognized in Other comprehensive income. The special employers’ contributioryis’#icludddl in tl
pension liability and pertains to the Swedish plan.

For defined-contribution plans, premiums are expensed as incurred.
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regarding the relevant parts of IAS 19. RFR 2 refers to the provisions in the Swedish Pension
Obligations Vesting Act regarding provisions to pensions and similar obligations, and to the
recognition of plan assets in pension foundations.

Share-based payments

Volvo Treasury Group applies IFRS 2, Share-based Payment for share-based incentive programs.
The principle distinguishes between “cash-settled” and “equity-settled” remuneration, in Volvo
Treasury Group’s case, shares in AB Volvo. Volvo Treasury AB’s President and two senior
executives of Volvo Treasury Group are included in the Volvo Group’s incentive program, which
comprises both cash- and equity-settled remuneration.

Based on the fair value of the benefit at the allocation date, the cost of this program is recognized in
accordance with IFRS 2 over the vesting period and is expensed in profit and loss. The market value
of this compensation is determined by taking the share price at the allocation date of the right and
reducing this with the present value of expected dividends for the period until the issuance of the
shares. AB Volvo will invoice for the cost of the issued shares when the shares are issued.

Long-term share-based incentive program 2014-2015. The 2014 Annual General Meeting resolved
on a long-term, share-based incentive program for a maximum of 300 individuals on the Group
Executive Board and senior executives at the Volvo Group for the years 2014-2016. In 2016, the
Board decided to replace this program from and including 2016, which resulted in this program
ending one year early. In 2018, all of the shares allocated under the program in 2014 and most of the
shares allocated in 2015 were issued to the participants. The remaining shares are expected to be
issued in the next fiscal year and the program will be terminated.

Long term incentive (LTI) program from 2016. In 2016, the Board decided to introduce an LTI
program for the Volvo Group’s 300 most senior executives, including the Group Executive Board.
This program will replace the previous long-term share-based incentive program from 2014 and is
reported in accordance with IAS 19, Employee Benefits. For further information regarding the
Volvo Group’s incentive programs, please refer to the Volvo Group’s Annual Report, Note 27
Employees. The cost of the incentive programs is recognized in profit and loss as Administration
costs. See also Note 7 Employees.

The company also pays a benefit to all employees, a jubilee awards plan, whereby employees are
allocated a certain number of shares based on the employee’s length of service: 25, 35 and 45 years.
This plan is recognized in accordance with IFRS 2.

Group contributions

Under certain circumstances, profits may be transferred in the form of Group contributions between
companies within the same group. Group contributions paid are normally a tax-deductible cost for
the giver and taxable income for the receiver. Group contributions are recognized in the Group in
shareholders’ equity as a transaction with the owner in accordance with IAS 1, item 109. Group
- contributions are recognized in the Parent Company in profit and loss as an appropriation in
accordance with the alternative rule in RFR 2.
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Income taxes

Tax on income for the year comprises current and deferred tax. Taxes are recognized in profit and
loss, except when the tax relates to items recognized in Other comprehensive income or directly in
Shareholders’ equity. In such cases, the tax is also recognized in Other comprehensive income and
Shareholders’ equity.

Tax legislation in Sweden and other countries sometimes has rules other than those identified in
generally accepted accounting policies, with respect to the timing of taxation and measurement of
certain commercial transactions. Deferred taxes are recognized for the differences that arise between
the taxable values and the carrying amounts of assets and liabilities, so-called temporary
differences, as well as on tax loss carryforwards. With regard to the measuring of deferred tax
assets, that is, the value of future tax reductions, these items are recognized provided that it is
probable that the amounts can be utilized against future taxable surpluses.

Cash-flow statement

The cash-flow statement is prepared in accordance with IAS 7 Statement of Cash Flows, applying
the direct method, showing recognized changes in operating receivables and liabilities during the
period. The cash-flow statements of foreign Group companies are translated at the average
exchange rate and are included under the item Exchange rate differences in cash and cash
equivalents. Cash and cash equivalents comprise cash and bank balances.

Segment reporting

Volvo Treasury Group comprises a number of organizational units, with all units reporting to and
being coordinated by Volvo Group Treasury’s head office, located at Volvo Treasury AB (publ) in
Sweden. The company raises most of the Volvo Group’s external financing for central financing
purposes in the Group. Volvo Treasury Asia Ltd in Singapore is the financing source in the regional
market and treasury function for the Group companies in Asia. The same applies to Volvo Treasury
Australia Pty Ltd, which has as its principal business serving as a financing source and treasury for
the Group companies in Australia. The subsidiaries’ operations do not differ from those of Volvo
Treasury AB and in this sense, they are an extension of the Parent Company in the regional markets.
All Volvo Treasury activities in all units are controlled and coordinated by, and reported to and
followed up by the head office at Volvo Treasury AB (publ) in Sweden, which is why Volvo
Treasury Group’s operations are conducted in one segment and accordingly, no reporting is made by
segment in accordance with IFRS 8 Operating segments.

Parent Company

The Parent Company applies the Swedish Annual Accounts Act (1995:1554) and RFR 2,
Accounting for legal entities. This recommendation entails that as a rule legal entities whose
securities are listed on an authorized marketplace should apply the IFRS/IASs that are applied in the
consolidated financial statements. In certain cases, the regulations allow exceptions to be made from
the IFRS/IAS regulations. For more information regarding any exceptions that have been applied,
see also recognition of Group contributions under the heading Group contributions and recognition
of pensions and similar commitments under the Pensions and similar commitments heading.

New accounting policies in 2018
When preparing the consolidated financial statements at December 31, 201
standards and interpretations have been applied:

\?j AUKTo
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IFRS 9 Financial Instruments
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From January 1, 2018, Volvo Treasury Group applies IFRS 9 Financial Instruments. This standard
has been applied retroactively but includes a difference in terms of the presentation of comparative
figures for 2017.

All financial instruments in Volvo Treasury Group are classified and measured at amortized cost,
with the exception of derivatives, which are classified and measured at FVTPL. The new standards
regarding measurements have no effect on Volvo Treasury Group. The new hedge accounting rules
do not impact Volvo Treasury Group either, since hedge accounting is not applied.

Changes on the introduction of the new standard pertain to impairment and the introduction of a
new model for estimating expected credit losses, compared with the previously applied losses
incurred model, which entails earlier recognition of credit losses. Historic data has been used to
forecast future credit losses. Additionally, current and forward-looking information is used to reflect
existing and future conditions.

Volvo Treasury Group also has internal loans to companies in the Volvo Group, for which there
may be a need to make a provision for expected credit losses. No expected provision requirement
for expected credit losses exists for these financial receivables, which is due to the credit risk being
assessed as almost non-existent, since historically, no credit loss has ever been recorded for these
receivables. This means that the new impairment rules will not have any impact on Volvo Treasury
Group.

The classification of receivables for Group companies and other interest-bearing receivables has
been changed from the category loan receivables and accounts receivable to the category financial
receivables measured at amortized cost. In terms of financial assets and liabilities measured at
FVTPL and financial liabilities measured at amortized cost, no change has taken place, not to
classification or to measurement.
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New accounting policies 2019 and later

When preparing the consolidated financial statements at December 31, 2018, a number of standards
and interpretations had been published. The following is a description of the future policy
amendments that are considered to potentially have an impact on Volvo Treasury Group’s financial
statements.

IFRS 16 Leases

IFRS 16 Leases will replace the current IAS 17 Leases and the related interpretations IFRIC 4, SIC-
15 and SIC-27. IFRS 16 does not imply any significant accounting changes for the lessor, but does
entail accounting changes for the lessee. For Volvo Treasury Group, this means that the future
leasing fees for rental premises and company cars will be recognized in the balance sheet. The
balance sheet will recognize lessees’ rights to use assets and their obligation to pay for these rights
over a corresponding period. The right-of-use for the asset and the obligation to pay will be
recognized at the present value of future leasing fees.

By applying the new lease accounting for lessees, assets and interest-bearing liabilities in the
balance sheet will increase and part of the leasing fees will be recognized as interest

No other new or amended accounting standards are expected to have a mat
financial statements of Volvo Treasury Group.

Note 2 Key sources of estimation uncertainty
See below for key sources of estimation uncertainty. In the preparation of these financia s,
the company management has made certain estimates and assumptions that affect the carrying
amount of assets and liabilities, as well as contingent liabilities at the balance-sheet date, and
recognized income and expenses. The actual future outcome of certain transactions may differ from
the estimated outcome when these financial statements were prepared. Any such differences will
affect the financial statements for future accounting periods.

The preparation of Volvo Treasury Group’s consolidated financial statements requires the use of a
number of estimates and assumptions that may affect the recognized amounts of assets, liabilities
and provisions at the date of the financial statements. In preparing these financial statements, Volvo
Treasury AB had to make its best possible assessments of certain amounts included in the financial
statements, giving due consideration to relevance and significance. The application of the
aforementioned accounting policies involves making a number of estimates and assumptions, but
since future results are currently uncertain, these assessments may result in a difference between the
actual outcome and these estimates. In accordance with IAS 1, the company must provide separate
information about which of the accounting policies that may be significantly impacted by the
estimates and assumptions made and which, if actual results differ from estimates, may have a
material impact on the financial statements. The accounting policies applied by Volvo Treasury
Group that are deemed to meet these criteria are presented below.

Measurement of financial instruments

In establishing the fair values of financial instruments, Volvo Treasury Group has primarily used
official rates or prices quoted on the capital markets. In their absence, the measurement was made
by discounting future cash flows at the market interest rate for each maturity. The basis for the
interest is the zero-coupon-curve in each currency, which calculates the present value of all the
estimated future cash flows. Currency forwards use the forward rate for each currency’s spot price
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and future date at the balance-sheet date. Based on the applicable forward rates, a present-value
calculation is then made on the balance-sheet date. All recognized fair values represent values that
may not necessarily be realized. Note 24 describes the policy for matching assets and liabilities and
how derivatives are used. Note 3 presents a sensitivity analysis for changes in interest rates on the
company’s cash and cash equivalents and liabilities for the Volvo Group’s industrial operations.
Assets and liabilities held for the Volvo Group’s customer finance operations are matched in
accordance with the Volvo Group’s policy.

Pensions and similar commitments

Provisions and costs for post-employment benefits, mainly pensions and health-care benefits, are
dependent on assumptions made in calculating the amounts. The appropriate assumptions and
actuarial calculations are made separately for each country in which AB Volvo has operations. The
assumptions include discount rates, health-care cost trends, inflation, salary growth, retirement
rates, mortality rates and other factors. The actuarial assumptions are reviewed by the Volvo Group
on an annual basis and modifications are made to them when deemed appropriate. Volvo Treasury
Group is included in this annual review. See Note 18 for applied assumptions in actuarial
calculations.

21 (51)




Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Note 3 Financial risks

Volvo Treasury Group is included in the Group function, Volvo Group Treasury, which is
responsible for the Volvo Group’s borrowing and operational financial risk management, including
external banking relations. Volvo Group Treasury is also responsible for ensuring and developing
an efficient financial infrastructure for the Volvo Group’s operations. Most of the Volvo Group’s
financial transactions are conducted through Volvo Treasury Group. These operations are carried
out in order to reduce the currency, interest-rate, credit and liquidity risks to which the Volvo Group
is exposed.

Volvo Treasury Group is exposed, through its operations, to various financial risks. The following
section describes the implication of different financial risks and the goals and policies involved in
managing these risks.

Currency risk

The balance sheet may be impacted by fluctuations in various exchange rates. Currency risks in
Volvo Treasury Group’s operations are related to changes in the value of loans and investments
(financial currency exposure) and changes in the value of assets and liabilities in foreign
subsidiaries (currency exposure of shareholders’ equity). The goal for Volvo Treasury Group’s
exchange-rate-risk management is to secure contracted flows through currency hedging in
accordance with the established policy for financial risks and to minimize exposure for financial
items in the balance sheet.

Financial currency exposure

Investments and borrowing occur mainly in SEK, EUR, USD and JPY. Lending to the Volvo
Group’s subsidiaries were made primarily in local currency. Using derivatives such as cross-
currency interest swaps and currency swaps enables Volvo Treasury Group to meet the borrowing
and lending requirements of Group companies in different currencies, without increasing the Volvo
Group’s own risk

Commercial currency exposure

In accordance with the Volvo Group’s Financial risk policy, Volvo Treasury uses currency
derivatives to minimize the risk of currency effects on the Volvo Group’s earnings. For commercial
currency exposute in the Volvo Group, Volvo Treasury Group has a mandate to enter currency
derivatives with external counterparties on behalf of the Volvo Group without entering
corresponding contracts with Group companies (within the Volvo Group).

The Volvo Group’s consolidated transaction exposure in foreign currency is the value of the
forecast future cash flows in foreign currency. Volvo Treasury Group only hedges that part of
forecast future cash flows in foreign currency that with the greatest probability will be realized in
so-called contracted flows, of which the largest portion within six months. Volvo Treasury Group
uses forward confracts and currency options to hedge contracted future cash flows in foreign
currencies. The hedged portion of future contracted cash flows is contained within the framework of
the Volvo Group’s financial risk policy for all periods.
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The table below shows the impact on Volvo Treasury Group’s gross earnings if the Swedish krona
strengthens by 10% compared with other currencies from the currency level at December 31, 2018.

Outstanding derivatives hedging commercial currency risks at December 31, 2018

Due date EUR/RUB EUR/USD GBP/SEK  USD/KRW USD/SEK Market value
2019 127.0 1,005.0 -260.0 229.0 250.0
2020 - - - - 0.0
Total local currency 127.0 1,005.0 -260.0 229.0 250.0
Average contract rate 11.5 1.1 2.4 1,122.7 8.9

Market value in SEK of outstanding forward
contracts 28.4 53.7 -11.1 20.0 1.4 92.5

The impact on gross income in SEK if hedge
currency strengthened by 10%* -1.2 -1,075.0 62.9 -198.2 -222.5

*Sensitivity analyses for currency risks are based on simplified assumptions. It is not unreasonable to assume that the SEK will
appreciate by 10% in relation to other currencies. In reality, however, exchange rates do not normally change at the same date and in
the same direction, and the real effect can deviate from the sensitivity analysis. The sensitivity analysis pertains to the change in the
market value that is calculated based on the nominal value.

Currency exposure of shareholders’ equity

The consolidated value of assets and liabilities in foreign subsidiaries is influenced by exchange
rates in conjunction with translation into Swedish kronor. Net assets in foreign subsidiaries
amounted to SEK 552 M at year-end 2018. Net assets in foreign subsidiaries were not hedged
through loans in foreign currencies, in line with the policy established by the Volvo Group’s Board
of Directors.

Interest-rate risk

Interest-rate risk refers to the risk that changes in interest rates will influence the Volvo Group’s
consolidated earnings and cash flow (cash-flow risk) or the fair value of financial assets and
liabilities (price risk).

Lending to the Volvo Group’s customer finance operations involves a range of maturities and
interest-fixing terms. This lending is financed through short and long-term borrowing via the capital
markets at floating and fixed interest rates. Within the framework of established limits, financing
must match lending in terms of maturities. Interest-fixing terms between borrowing and lending are
matched through the use of such derivative instruments as interest-rate swaps, currency interest-rate
swaps, forward contracts and standardized interest-rate forward contracts. Financial assets and
liabilities related to the Volvo Group’s customer finance operations are matched so as to minimize
the exposure to cash-flow risk and price risk.

Borrowing and lending from and to the industrial operations of the Volvo Group primarily take
place through Group accounts in various currencies. Volvo Treasury Group administrates the Volvo
Group accounts, which means that surpluses and deficits with respect to external banks are offset
through short-term currency transactions and that any excess liquidity is invested in short-term
money markets.

Financing for the Volvo Group’s industrial operations involves a fixed as well as a floating interest
rate. Short and long-term borrowing is carried out via the capital markets and through bilateral
loans. The use of such derivative instruments as interest swaps and currency interest swaps creates
an interest-fixing term corr espondmg to between one to three months After takmg detj s into

Group’s industrial operations was 3.68%.
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Surplus liquidity within the Volvo Group is managed by Volvo Treasury Group. This management
mainly involves deposits in bank accounts.

At the end of 2018, the Volvo Treasury Group’s interest-bearing assets mainly comprised cash and
cash equivalents. The average effective interest rate on these liquid assets, taking into account
derivative instruments, was 0.14% as of December 31, 2018,

The table below shows the impact on Volvo Treasury Group’s net interest income should interest
rates strengthen by one percentage point from the rates applying on December 31, 2018.

Impact on gross
income if interest rates

Interest risk Market value strengthen with 1 basis

point
Cashandbank* = A\S\ “malmW s 32,8003 e L
Receivables .\ f 1052362 10501
Liabilities ~ Nx——7% -181,5828 9935
Total 16,453.7 -52.5

* The sensitivity analysis includes all financial assets and liabilities, as well as derivatives, but not deposits and lending to/from
Volvo companies via Group accounts.

It should be noted that the above assessment of profit sensitivity with regard to changes in market
interest rates ignores the possible impact of short-term earnings effects arising when all derivatives
are marked to market in profit and loss. Volvo Treasury Group’s accounting policies for derivatives
are described in Note 1.

The carrying amounts in the balance sheet, fair values and other specifications pertaining to
derivative instruments used for managing currency and interest-rate risks related to financial assets
and liabilities are shown in Note 24.

Credit risks

Credit tisks are defined as the risk that Volvo Treasury does not receive payments for recognized
loans (commercial credit risk), that Volvo Treasury’s investments are unable to be realized
(financial credit risk) and that potential profit is not realized due to the counterparty not fulfilling its
part of the contract when using derivatives (financial counterparty risk).

. Volvo Treasury Group has no financial assets that were due for payment or impaired at year end.

Financial credit risk

The Volvo Group’s financial assets are to large extent managed by Volvo Treasury and invested in
the money market and capital markets. The majority have been placed in accounts at banks that the
Volvo Group collaborates with. All investments must meet the requirements of low credit risk and
high liquidity. According to the Volvo Group’s financial risk policy, counterparties for investments
and derivate transactions should have a rating better or equivalent to A from one of the well-
established credit rating agencies or similar.

Commercial credit risk
Lending to companies within the Volvo Group complies with the limits established for the

particular counterparty. Lending to Group companies is not considered to have any credit risk and
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no assets are therefore pledged for the receivables. The Volvo Treasury Group’s receivables from
Group companies on December 31, 2018 amounted to 159,959.8 million (159,006.2).

The company applies the general approach together with the application of the exemption for low
credit risk on intra-Group receivables recognized at amortized cost. The calculation is based on an
estimate of the companies’ probability of default. Exposure at default and loss given default are
estimated using the exposure at the balance-sheet date and the circumstances prevailing. When
assessing probability of default, consideration is given to forward-looking factors, such as the
company’s level of capitalization and its ability to absorb any future losses incurred by the
company.

Financial counterparty risk

The use of derivative instruments leads to a counterparty risk, meaning that a potential loss cannot
be settled (in part or in full) against a potential gain if the counterparty does not fulfill its part of the
contract. The Volvo Treasury Group works actively with limits per counterparty to reduce risk for
high net amounts toward individual counterparties. To minimize this exposure, Volvo Treasury
Group enters into netting agreements (ISDA agreements) with all counterparties that could
potentially be involved in derivative transactions. The netting agreements entail that receivables and
liabilities can be offset against each other in certain situations, such as in the event of the
counterparty’s insolvency. These ISDA agreements are often accompanied by a credit support annex
(CSA). The CSAs establish the terms and conditions for when the parties are liable to execute cash
transfers between each other to reduce exposure to open net positions. However, these netting
agreements have no impact on Volvo Treasury Group’s recognized earnings and balance sheet,
since the derivative transactions are recognized in gross amounts. Volvo Treasury Group’s gross
exposure of derivatives with positive values amounts to 3,606.9 (3,701.7), which was reduced
1,394.3 (614.0) through netting agreements and a further 1,581.4 (2,555.0) through 11qu1d1ty
transfers, yielding a total reduction of 83% (86%) to 630.1 (533.3). For further ifoximation
. regarding gross exposure pet type of derivative, see Note 24 Financial instruments. Qf’\ <

Liquidity risks
Liquidity risk is defined as the risk that Volvo Treasury would be unable to financ
assets or fulfill its payment obligations.

Volvo Treasury endeavors to maintain good financial preparedness for the Vo
constantly maintaining liquid assets and credit facilities to provide for anticipated
requirements. Volvo Treasury has reduced liquidity risks by diversifying its financing to various
borrowing sources, retaining a good balance between short- and long-term borrowing, and by
securing borrowing preparedness through credit facilities, see more on this in Note 19 Long-term
liabilities.

The net of cash and cash equivalents on December 31, 2018 amounted to 32.8 billion (22.5). Read
more about Volvo Treasury Group’s cash and cash equivalents in Note 16. In addition, there were
committed but unutilized credit facilities of SEK 44.0 billion (45.4).

The following list shows expected future cash flows including derivatives related to financial
liabilities based on the market’s expected future interest rates and foreign exchange rates that
applied on the balance-sheet date. Expected capital flows pertain to receipts and payments on loans
and derivatives. Expected interest flows are based on future market interest rates and pertain to
receipts and payments of interest on loans and derivatives. Interest flows are recognized in the cash
flow from operating activities. Future cash flows in foreign currency are based on the respective
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hich are not included in capital flows.
During 2018, current and non-current receivables for Volvo Group companies amounted to SEK
160.0 billion (159.0) while current and non-current liabilities to Volvo Group companies amounted
to SEK 78.9 billion (72.8).

Most of the loan maturities in 2019 and 2020 are part of the normal business operations of the
Volvo Treasury Group, in which the Volvo Group’s customer finance has a shorter maturity
structure than the Volvo Group’s industrial operations. Financial assets and liabilities related to the
Volvo Group’s customer finance operations are matched so as to minimize the exposure to cash-
flow risk and price risk. Within the framework of established limits, financing must match lending
in terms of maturities. For practical and business reasons, Volvo Treasury AB has a mandate to go
down to a match rate of 80%. At the end of 2018, this match rate was 93.2% (88.3%).

Some of Volvo Treasury’s long-term loan agreements contain clauses stipulating a right for the
lender to request early repayment following a change in control of the borrower. It has been deemed
necessary in certain cases to accept these conditions to receive financing on acceptable terms.

In 2014, AB Volvo issued a EUR 1.5 billion hybrid bond through Volvo Treasury AB with the aim
of strengthening the Volvo Group’s balance sheet and extending the maturity profile of the debt
portfolio. The bond was issued in two components: EUR 0.9 billion with the first redemption
occasion in 2020 and final maturity in 2075, and EUR 0.6 billion, with the first redemption
occasion in 2023 and final maturity in 2078. The hybrid bond is recognized as a loan and has an
average maturity of 57.6 years, and is subordinated to other existing financial liabilities.

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

Group
Capital flow Interest flow
Derivatives  Derivatives Derivatives  Derivatives
Loans* (liability) (asset) Loans* (liability) (asset)
2019 -111,825.0 -395.8 2,163.0] 2019 -1,223.5 -440.7 -250.7
2020 -32,521.3 -136.9 366.4( 2020 -1,000.3 -227.5 -57.2
2021 -5,802.6 -258.9 260.9] 2021 -494.3 -88.9 -19.7
2022 -5,221.8 -92.7 49.21 2022 -463.3 -17.4 12.9
2023 -5,076.3 -273.6 13.7| 2023 -426.8 -5.0 49,0
2024 -511.3 -6.0 2.5 2024 -76.7 0.7 19.3
2025-%* -17,381.2 -0.2 1.8] 2025-*% -121.3 0.3 37.1
Total -178,339.5 -1,163.6 2,857.6] Total -3,806.2 -778.4 -208.7
Parent Company
Capital flow Interest flow
Derivatives  Derivatives Derivatives  Derivatives
Loans* (liability) (asset) Loans* (liability) (asset)
2019 -110,029.5 -339.9 2,110.21 2019 -1,179.8 -438.3 -252.2
2020 -32,157.3 -136.8 366.4] 2020 -986.8 -225.8 -57.6
2021 -5,601.4 -258.9 260.9] 2021 -488.4 -89.2 -19.9
2022 -5,136.1 -92.7 49.21 2022 -462.2 -174 12.9
2023 -5,076.3 -273.6 13.7] 2023 -426.8 -5.0 49.0
2024 -511.3 -6.0 2.5] 2024 -76.7 0.7 19.3
2025-%%* -17,381.2 0.2 1.8] 2025-** -121.3 0.3 37.7
Total -175,893.1 -1,107.6 2,804.7 Total -3,742.0 -774.6 -210.8
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* The interest payments on the hybrid bond are included in a total amount of 2,271.9 (2,836.7), which pertains to the period through

the first redemption occasion, which is 2020, as well as 2023.
** Includes EUR 1.5 billion for the hybrid bond. The bond was issued in two components: EUR 0.9 billion with the first redemption
occasion in 2020 and final maturity in 2075, and EUR 0.6 billion, with the first redemption occasion in 2023 and final maturity in

2078.

Note 4 Interest income
Interest income pertains to accrued and realized interest on interest-bearing assets and investments.

Group Parent Company
2018 2017 2018 2017
Interest 2,999.0 2,753.2 2,872.7 2,641.1
Total 2,999.0 2,753.2 2,872.7 - 2,641.1

Of the above stated amount, 2,951.5 (2,736.1) pertains to interest received for the Group from other
companies within the Volvo Group. The corresponding amounts for the Parent Company are

2,825.3 (2,624.1).
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Note 5 Interest expense
Interest expenses pertain to accrued and realized interest on interest-bearing liabilities and
derivatives held to hedge loan receivables and financial liabilities.

Group Parent Company
2018 2017 2018 2017
_I_r_lgg:rest e -2,512.1 B —2,_1_@_1_._4} _________ -2,432.4 :_2_,099.4
Total -2,512.1 -2,161.4 -2,432.4 -2,099.4

Of the above stated amount, 194.0 (161.7) pertains to interest received for the Group from other
companies within the Volvo Group. The corresponding amounts for the Parent Company are 207.7
(169.3).

Note 6 Other financial revenue and expenses
Group Parent company

2018 2017 2018 2017
Interest and currency derivatives -1,474.2 4,623.5 -1,476.4 4,513.1
Cash and cash equivalents -161.3 -179.0 -161.3 -179.0
Loans originated by the company and financial
liabilities valued at amortizedcost 1,379.0 -4,152.7 1,371.6 -4,055.8
Total -256.5 291.8 -266.1 278.3
Note 7 Employees
Average number of employees

2018 2017
No. of No. of

employees of whom, men employees of whom, men

Parent Company
Gothenburg 31 20 32 19

Total 31 20 32 19

Subsidiaries outside Sweden

Singapore 11 4 LR — 4
Total 11 4 11 4
Group total 42 24 43 23
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Board members and senior executives

2018

No. of Board of whom, No. of senior of whom,
Parent Company members* men executives® men
Sweden 4 4 4 4
Total 4 4 4 4
Subsidiaries outside Sweden
Singapore 3 3 3 1
Australia ) 4 4 1 1
Total 7 7 4 2
Group total 11 11 8 6

* The same persons are to a certain extent represented in the figures for the different companies. Excluding this aspect, the total
number of Board members is eight (of whom eight are men) and the number of senior executives is seven (of whom five are men).

Wages, remuneration, social costs and pension costs

Parent Subsidiary Parent Subsidiary

Group Group
company company company company

20 2018 2018 2017 2017 2017
Wages, salaries and other ion to Board bers and the President -3.4 -4.2 1.7 3.7 4,9 -8.6
(whersof bonus) -1.8 -2.1 -3.9 -1.6 -2.9 4.5
Wages and other ion to employ -26.4 -89 -35.3 -27.4 -13 =347
{whereof Profit Shares} 0.5 - 0.5 0.4 - 0.4
Total -29.8 -13.1 -43.0 -31.1 -12,2 -43.3
Social costs -9.4 0.0 -9.4 -9.7 - 9.7
Pensions costs -94 0.3 9.1 -9.1 -2 -10.3
Wwhereo] pension cosis fo Board members and fhe President 208 0.3 05 0.8 0.5 213
The cost of non-| y benefits to other employ -0.7 -2.8 -3.5 -0.7 -3.5 -4.2
Remuneration to senior executives
Wages, salaries and other ion to the President -3.4 -4.2 -7.7 -3.6 -4.9 -8.5
whereof bonus -1.8 -2.1 -3.9 -1.6 -2.9 -4.5
The Company's ding pension obligations to the President -0.2 - 0.2 -0.2 -0.5 -0.7
Cost of non-| y benefits to the President 0.0 -0.3 -0.3 -0.1 -0.3 . -0.4
Wages, salaries and other ion to Board b 0.0 0.0 -0.1 -0.1
whereof bonus - -
The Company's ding pension obligations to the Board memb,
Cost of y benefits to the Boards
Wages, salaries and other ation to other senior executives -6.0
whereof bonus -1.9
Cost of y benefits to other senior executives -0.2

Total costs for salaries and remuneration include 0.2 (0.3) in respect of the company’s participation
in the Volvo Group’s incentive programs. Shareholder rights outstanding that are conditional in
accordance with the program amounted to 13,231 shares at the start of the year. During the year, no
allocation was made and distribution of 8,614 shares was carried out. No shares were
forfeited/expired during the year. No intra-Group transfers were made during the year. At year end,
the number of shareholder rights outstanding amounted to 4,617. See also Share-related
remuneration under Note 1 Accounting and valuation policies.

The company’s President has a notice of termination of six months on his own accord and a 12-
month notice of termination from Volvo Treasury AB.
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Note 8

Fees and other remuneration to auditors
Audit involves examination of the annual report and financial accounting and the administration by
the Board of Directors and the President. Audit-related assignments mean other quality assurance
services required by enactment, the Articles of Association, regulations or agreement. Tax services
include both tax consultancy and tax compliance services. All other services are defined as other

assignments.
PricewaterhouseCoopers Group Parent Company

2018 2017 2018 2017
Audit assignment 0.0 1.2 0.0 0.7
Audit related services : 0.2 - 0.2
Tax services 0.3 0.4 - -
Total 03" 1.8 0.0 09
Deloitte Group Parent Company

2018 2017 2018 2017
Auditassignment . . 1.0 : 0.6 :
Audit related services i _ 0.3 - o3 -
Tax services _ B 0.0 - e -
Total 1.3 - 0.9 -
Note 9 Operational leasing contracts

Future lease payments pertaining to non-cancelable leasing contracts at year end amounted to 4.4
(7.1) for the Group and 3.5 (5.3) for the Parent Company. Leasing expenses for the year amounted
to 3.7 (3.8) for the Group and 2.4 (2.3) for the Parent Company.

Company as the lessee

Future lease payments (minimum leasing fees) related to non-cancellable lease contracts at year-end are distributed as follo

Group Parent Company
2018 2017 2018 2017
Payment due within one year -2.9 -3.3 -2.3 2.2
Payment due after one year and within five years -1.5 -3.8 -1.3 3.1
Total -4.4 -7.1 -3.5 -5.3
Leasing expenses related to operating lease contracts during the year consist of the following:
Whereaof
Minimum lease payments expenses -3.7 -3.8 -2.4 -2.3
Note 10 Income tax
Distribution of income tax Group Parent Company
2018 2017 2018 2017
-Current tax for theperiod .~~~ 4.4 _-1144 -24.1 -14.2
Current tax for prior periods N 0.0 0.0 00 0.0
Deferred tax arising or reversed during the period ol2s 1.1 -0.6 0.9
Total -16.9 -113.3 -24.6 -13.3
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Tax attributable to Group contributions has increased the Group’s unrestricted reserves by 20.2
(89.9) and increased the Parent Company’s equity with 20.2 (89.9).

The main reasons for differences between tax according to the applicable tax rate of 22% (22%) and
recognized income tax for the period are stated in the table below.

Specification of income tax Group Parent Company

2018 2017 2018 2017
Income before taxes 40.9 514.6 108.7 65.1
Tax according to current tax rate . 90 -1132 =239 -14.3
Difference due to different countries' tax rates _ 43 14 - -
Other non-deductible expenses/income -0.2 0.7 -0.2 _09
Taxes related to prior year _ N -0.3 0.0 0.0 0.0
Recognition/derecognition of deferred tax 1.2 0.7 -0.5 0.1
Other, net e -12.9 -2.9 0.0 0.0
Total -16.9 -113.3 -24.6 -13.3

Deferred tax

Changes in deferred tax assets/liabilities, net* Group Parent Company

Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017
Opening balance 14.7 117 5.6 4.7
Deferred taxes recognised in the year’s income 0.0 1.2 -0.5 0.9
Of which recognised in Other comprehensive
income, Remeasurements of defined-benefit plans 1.4 1.8 0.0 -

Deferred tax assets/liabilities, net, as of

December 31%* 16.1 14,7 5.1 5.6
*The deferred tax assets and tax liabilities stated above are recognized in the Volvo Treasury Group’s balance sheet, in part net after
taking offsetting opportunities into account. Deferred tax assets and tax liabilities have been measured using the tax rates expected to
apply during the period when the asset is realized or the liability is settled according to the tax rates and tax regulations that have
been decided or adopted on the balance-sheet date.

** Of which, temporary differences pertaining to provisions for pensions in the Group were the most significant and amounted to
15.5 (14.7).

Note 11 Intangible assets
Group Parent Company

Capitalized development costs Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017
Opening acquisitionecost 20.5 205 20.5 20.5
Closing amortized cost 20.5 20.5 20.5 20.5
Opening accumulated amortization o -19.6 _-16.8 _-19.6 -16.8
Amortization for the year -0.9 -2.8 -0.9 -2.8
Closing accumulated amortization -20.5 -19.6 -20.5 -19.6
Closing balance 0.0 0.9 0.0 2T AUKTO9.
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Note 12 Tangible assets
Group Parent Company

Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017
Equipment
Opening acquisition cost i} 1.7 22 0.5 1.0
Sales and scrapping ) e - 05 - 0.5
Translation difference 0.1 00 - B -
Closing amortized cost 1.8 1.7 0.5 0.5
Opening accumulated depreciation e -1.2 -1.7 0.1 -0.6
Sales and scrapping _ B - 0.5 - 0.5
Depreciation for the year i 0.0 0.0 - -
Translation difference -0.1 0.0 - -
Closing accumulated depreciation -1.3 -1.2 -0.1 -0.1
Closing balance 0.5 0.5 0.4 0.4

Note 13 Financial assets

Participations in subsidiaries

Parent Company
Dec. 31,2018 Dec. 31,2017

Opening acquisition cost 224.6 224.6
Closing accumulated acquisition cost 224.6 224.6
Carrying

Percentage Voting No. of rights amount Shareholder’s

Registered office in holding share participations / shares kSEK  equity kSEK

Volvo Treasury Asia Ltd Singapore 100% 100% 20,025,000 224,608 -551,037

Total 224,608 -551,037
Note 14 Other non-current receivables

Group Parent Company

Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017

Outstanding interest and currency derivatives 1,450.5 2,587.3 1,448.2 2,582.9
Total 1,450.5 2,587.3 1,448.2 2,582.9
Note 15 Other current receivables

Group Parent Company

Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec, 31,2017

Outstanding interest and currency derivatives 2,156.2 1,114.4 2,138.4 1,102.9
Accrued interest income and prepaid interest expenses 71.4 79.2 71.2 79.2
Other accrued income and prepaid expenses 52.0 72.8 51.8 72.6
Other receivables 0.8 0.7 0.8 0.7
Other interest bearing receivables 78.1 143.8 78.1 143.8
Total 2,358.4 1,410.9 2,340.3 1,399.1
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Note 16 Cash and cash equivalents

Group Parent Company

Cash in banks 26,239.2 15,549.6  26,220.4 15,539.2

‘Time deposits in banks |2\ opyedse 00 /=] 55340 6,897.4 55340 68975
Reverse repurchase agreeiénty 1,0270 - _1,027.0 -

/Z, """ Y -
Total % -~ 32,8003 22,447.0 32,7815 22,436.7

Cash and cash equivalents in the Group and Parent Company at December 31, 2018, include SEK
0.0 M (0.3) that is not available for use. SEK 1,027 M (0) in government bonds with a maturity of 9
months were accepted as collateral for reverse repos outstanding as of December 31, 2018.

Note 17 Group contributions
Group contributions of 600.0 (700.0) were paid (paid) to AB Volvo and 692.0 (291.0) were

received (received) from Sotrof AB.

Note 18 Provisions for post-employment benefits

Post-employment benefits, such as pensions and other remuneration are mainly settled by means of
regular payments to independent authorities or bodies that assume pension commitments for
employees through defined-contribution plans. The remaining portion is fulfilled through defined-
benefit plans (applies only in Sweden), where the commitments remain within the Volvo Group or
are transferred to pension trusts.

Defined-benefit plans are plans whereby the company’s commitment is to pay predetermined
amounts to the employee at or after retirement. These plans are secured through provisions in the
balance sheet and through transfers of funds to pension foundations. A credit insurance has also
been procured to cover the value of issued obligations. The main defined-benefit pension plan is the
ITP2 plan, which is based on final salary. This plan is partly closed, which means that only new
employees born before 1979 are able to choose the ITP2 solution. The proprietary ITP2 plan for the
company is part-financed through the Volvo pension foundation. The pension liability is calculated
annually on the balance-sheet date based on actuarial assumptions.

The defined-benefit obligations are calculated based on applicable salary levels as per the balance-
sheet date, with a discount interest rate of 3.84% (3.84%) regarding ITP2 and 0.6% (0.7%) for other
pension liabilities. Annual yield and mortality estimates are established by PRI for IPT2 or
Finansinspektionen (Sweden’s financial supervisory authority) for other pension liabilities.

The Volvo Pension Foundation was formed in 1996 to secure pension obligations under the ITP
plan. Since its formation, the company has provided plan capital in a net amount of SEK 25.1 M to
the Foundation. The return on plan assets during 2018 was -1.67% (7.15%).

Provisions for pension benefits and similar commitments in the company’s balance sheet
correspond to the present value of the commitments at the balance-sheet date, less the fair value of
plan assets.

The Volvo Group applies IAS 19 Employee Benefits in its financial reporting. This results in
differences that can be material in the recognition of defined-benefit plans pertaining to pensions
and when recognizing plan assets placed in the Volvo Pension Foundation.
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Accounting policies for defined-benefit plans differ from IAS 19 primarily because:

— The calculation of the pension liability according to Swedish accounting policies does not take
into account future pay increases.

— The discount interest rate for calculating the Swedish liability is determined by PRI
Pensionsgaranti and Finansinspektionen.

— Changes in the discount interest rate, real return on plan assets and other actuarial assumptions are
recognized directly in profit and loss and in the balance sheet.

— Deficits must either be recovered through payments to the plan or be recognized as a liability in
the balance sheet.

— Surpluses cannot be recognized as an asset but can, in certain cases, be credited to the company to
reduce pension costs.

In the tables on the following page, disclosures are provided regarding the defined-benefit pension
plan. Volvo recognizes the difference between outstanding commitments and the value of the plan
assets in the balance sheet. The disclosures pertain to the assumptions applied in the actuarial
computations, recognized costs during the reporting period and the value of commitments and plan
assets at the end of the period. In addition, changes in the value of commitments and plan assets
during the period are specified.

Pension costs during the year Dec. 31,2018 Dec. 31,2017
CUITEnt SSIVICO COSS e oo 2 20
Iterest COStS 24 . 2.2
Interestincome .. : . S R 13
Total pension costs for defined-benefit plans -3.6 -2.9
Pension costs for defined-contributionplans Ol 62
Total pension costs -9.7 -9.1
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Applicable assumptions for actuarial calculations
(Sweden)

Discount rate
Expected salary increase

Inflation

Obligations in defined-benefit plans

Dec. 31,2018 Dec. 31,2017

2.5
2.9
1.8

2.7
2.9
1.8

Dec. 31,2018 Dec. 31,2017

Benefits paid

Obligations at December 31
Of which, funded defined-benefit plans

89.1 75.3

2.5 2
________________ 24T

0.0 0

_______ 46 103
- P 0.0
_____________________________________ S
99.9 89.1

99.9 89.1

Fair value of plan assets in funded plans

Plan assets at December 31

47.7 4.5
13 13
-1.9 1.9
47.1 417

Net provisions for post-employment benefits

Group Dec. 31,2018 Dec. 31,2017
Funded status at December 31 52.8 414
Net provisions for post-employment benefits at December 31 52.8 414
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Parent company

Obligations in defined-benefit plans

Funded Unfunded Total
Obligations opening balance 2017 43.4 0.0 43.4
Service costs 1.7 0.0 1.7

Obligations as of December 31, 2017
Service costs

Interest costs

Obligations as of December 31,2018 49.5 0.0 49.5

Fair value of plan assets in funded plans

Plan assets opening balance 2017 44.5
Actual retum onPIAN ASSELS e e 33,
Sontributions and compensationto/fomthe fund a0,
Plan assets as of December 31, 2017 ) 47.8
Actual return on plan assets 0.6,
Contributions and compensationto/ from thefuond -
Plan assets as of December 31,2018 omnmmmmmmmmmmmmmmTmmemmmees 47.2

Provisions for post-employment benefits

O A0S ¥ e 495 -46.0.
Faivvalue of planassets 472 .47
Funded status 2.3 1.7

Limitation on assets in accordance with Swedish accounting principles
(when plan assets exceed corresponding obligations) - -1.7

INet provisions for post-employment benefits ** 2.3 0.0

* The capital value for ITP2 amounts to negative 49.5 (negative: 46.0)
*#* Net retirement benefit obligations regarding ITP2 amount to negative 2.3 (0)

Pension costs
Dec. 31,2018 Dec. 31, 2017

Sy 0SS ettt e o2 L7
e OO e ettt e e e LD . 1.8
O TG et e Ll ] 26
Pension costs for defined-benefit plans -3.2 -0.9
Pension costs for defined-contribution plans -4.8 -4.5
Special payroll tax /yleld tax X% e e 13 L7
Cost for oredit insurance FPG e e 20 S 0.1
Total pension costs for the period -9.4 -7.1

*The interest cost is recoghized in its entirety in net interest income. Of the interest income, 1.9 (1,8) is reported in the net interest
income while negative 0.7 (0.9) is reported in the operating profit. The interest income in net interest income is based on the interest
rate at which the pension liabilities have been discounted. The remainder of the interest income consists of the real return on the plan
assets reduced by limited asset value, in accordance with Swedish accounting policies.

*#* The cost of the special employers’ contribution/taxes on returns calculated according to tax legislation and provisions are given
under current liabilities.
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Note 19 Non-current liabilities

The following list shows the Volvo Treasury Group’s and Parent Company’s non-current liabilities
in which the largest loans are distributed by currency and their carrying amounts. Information on
loan terms pertains to the Group as of December 31, 2018.

Bond loans Actual interest rate = Effective interest rate Group Parent company

Dec. 31, 2018 Dec. 31,2018 Dec, 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31, 2017
EUR 2012-2018/2020-2078* 0.02-4.86 0.02-4.86 37,964.5 36,896.1 37,964.5 36,896.1
SEK 2017-2018/2020-2023 0.08-1.51 ~ 0.08-1.51 21,150.8 12,066.2 21,150.8 12,066.2
Total 59,115.3 48,962.3 59,115.3 48,962.3
Other liabilities to credit institution Actual interest rate  Effective interest rate Group Parent company

Dec, 31,2018 Dec. 31,2018 Dee. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017
JPY - 3,317.8 - 1,490.8
EUR 2017-2018/2022-2023 0.06-0.23 0.06-0.23 6,165.2 34474 6,165.2 3,447.4
AUD 2016-2018/2020-2022 - 2.81-3.18 2.81-3.18 650.9 701.8 - -
USD 2016-2016/2021-2021 3.27-3.27 3.31-3.31 583.1 535.1 583.1 535.1
OQutstanding interest and currency derivatives 767.9 105.0 767.8 105.0
Total 8,167.1 8,107.1 7,516.1 5,578.3

* Includes EUR 1.5 billion for the hybrid bond. The bond was issued in two components: EUR 0.9 billion with the first redemption
occasion in 2020 and final maturity in 2075, and EUR 0.6 billion, with the first redemption occasion in 2023 and final maturity in
2078.

The following list shows the Group’s and the Parent Company’s maturity structure for the non-
current liability

Group Other Of which, Parent Compar Other Of which,
liabilities to derivative liabilities to derivative

Bond loans credit contracts Bond loans credit contracts

Due date Dec. 31,2018 Dec. 31,2018 Dec. 31,2018 Due date Dec. 31,2018 Dec. 31,2018 Dec. 31, 2018
2020 41384.8 500.8 136.8 2020 41384.8 136.8 136.8
2021 5018.3 1043.2 2588 2021 5018.3 842.0 258.8
2022 2053.5 32610 92,7 2022 2053.5 3175.3 92,7
2023 8150.0 3356.2 273.6 2023 8150.0 3356.2 '273.6
2024 511.3 6.0 6.0 2024 511.3 6.0 6.0
2025- 1997.4 -0.2 -0.2  2025- 1997.4 -0.2 -0.2
Total 59,115.3 8,167.1 767.9 Total 59,115.3 7,516.1 767.8

Unrealized exchange-rate losses and market-value adjustments pertaining to derivative contracts
with remaining maturities of more than one year are also recognized under non-current liabilities.

The list below shows the currency distribution of the Group’s and the Parent Company’s long-term
borrowing as at December 31, 2018, with consideration ta < RUHErenCy derivatives (nominal
amounts) linked to the non-current liabilities. @0 B

Group JPare %ﬁompany

Loan Derivative Total R Derivative Total
AUD 650.9 116.1 766.9 116.1 116.1
EUR 44,129.7 -1,580.3 42,5494 E -1,567.3 42,562.4
JPY - 1,522.2 1,522.2 JPY\7&\ PAYE 1,522.2 1,522.2
SEK 21,150.8 -12,300.0 8,850.8 SEK N\ Npang * 204150.8 -12,300,0 8,850.8
USD 583.1 9,989.9 10,573.0 USD ~ 583.1 9,989.9 10,573.0
Other currencies - 3,020.1 3,020.1  Other currencies - 3,007.0 3,007.0
Total 66,514.5 767.9 67,282.4 Total 65,863.6 767.8 66,631.3

Granted but unutilized non-current credit facilities that may be utilized unconditionally amounted to
SEK 44.0 billion at year end. These facilities consisted of stand-by facilities for loans with varying
maturities between 2020 and 2023. A fee is charged for granted credit facilities, which is recognized
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under Administration costs in the income statement and under Other current receivables in the

balance sheet, see Note 15.

Note 20 Other non-current liabilities
Group Parent Company
2018-12-31 2017-12-31 2018-12-31 2017-12-31
Outstanding interest and currency derivatives 145.5 83.5 143.3 82.0
Other non-current liabilities 0.3 1.0 0.3 0.3
Total 145.8 84.4 143.6 82.3
Note 21 Current liabilities to credit institutions
Group Parent Company
2018-12-31 2017-12-31 2018-12-31 2017-12-31
Short term bank loans and other loans 32,9443 38,268.0 30,411.0 36,799.3
Outstanding interest and currency derivatives 395.8 306.8 381.5 299.3
Total 33,340.1 38,574.8 30,792.5 37,098.6

Granted overdraft facilities amount to 2,521.0 (3,046.6) in the Group and 964.0 (946.6) in the

Parent Company.

Note 22 Other current liabilities

Koncernen Moderbolaget

Dec.31,2018 Dec.31,2017 Dec31,2018  Dec.31, 2017

Accrued interest expenses and prepaid interest income 425.1 480.4 422.2 4775
Outstanding interest and currency derivatives 123.6 1444 105.0 140.6
Wages, salaries and tax-at-source 21.7 24.4 17.6 19.7
Accrued expenses and deferred income 6.9 8.8 5.8 6.8
Other current liabilities 0.7 0.4 0.2 0.2
Total 577.9 658.4 550.8 644.8
Note 23 Contingent liabilities

Group Parent Company

Contingent liabilities on behalf of other Group

Dec. 31,2018 Dec. 31,2017 Dec. 31,2018 Dec. 31,2017

companies e 513.8 492.5 513.8 492.5
Pension guarantees - L0 0.9 . 10 0.9,
Total contingent liabilities 514.8 493.4 514.8 493.4
Contingent liabilities received from other

Group companies, which reduce net obligations -513.8 -492.5 -513.8 4925
Total contingent liabilities, net 1.0 0.9 10 0.9

Note 24 Financial instruments
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Disclosures on carrying amounts and fair values
The carrying amounts and fair values of all of Volvo Treasury Group’s financial instruments are
compared in the following tables.

Carrying amounts and fair values of financial instruments

Note Group Parent Company Note Group Parent Company
Dec, 31,2018 Dee, 31,2018 Dee. 31,2017 Dec, 31,2017
Car‘?;lzi Fair value Car‘?lg Fair value Car‘n?!g Fairvalue Car‘?}ng Fair value
Assels Assefs
Financial asses at fair value through the Financial assets af fair value through the
income statement income statement
Outstanding interest and cumency risk Qutstanding interest and currency risk
Qerivatives #* 1415 16067 36067 35866 35866 denvalives 1415 3017 30LT 36858 36858
Marketable securities 0 . - - - Marketable secunties 16 - . - -
36067 6T 3SEEE 35866 30T 3L 68 36858
Financial assets measured af amortized Loans receivables and other receivables
cost Accounts receivable - - . .
Accounts receivable - - - - Receivables from Group Company i) 1590060 1614093 1560838 1536831
Receivables from Group Company % 1599598 1615514 1566906 1582667 Otberinlerest-bearing receivables 1§ 1438 1438 1438 1438
Other interest-bearing receivables 15 7% 8.1 %81 781 159,1500 1614093 1362176 1536831
1600379 1616295 1567687 1533448
Cash and cash equivalents NH003  NJ0I WIS IBLS Cashand cashequivalents A NI N4 4%
Liabilities Liabilities
Financial abilites at fair value through Financia! Habilites at fair value through
the income statement the income statement
Qutstanding interest and comeney risks 19,20, Ouistanding interest and curengy fisks 20,21,
derivatives iV 27 LT 13015 13015 dervatives nn 6391 0397 02639 669
Other curtent abilities n - - - - Other current licbilities yA] - . - -
14307 LAY LIS 13908 639.7 6307 6269 6269
Financial liabilities measured at amortized Financial Habilities valued af amortized
cost ¥4 o5t

Long lerm bond loans and other loans 19 865145 68I7LL 658636  67,519.5 Long temn bond loans and other loans 0 569644 0TS A6 S0
Short term bank loans and other loans 1 NOM3 055 0400 305558 Shortlembord loansand otherloans 22 382680 BT 367993 368612

Payable to Group Company 26,33 88807 788818 796185 796242 Payableto Group Company /1] AL MBI WIS TS0
18395 180,184 1758030 1776995 18,0055 10,0859 1650378 165911
Trade Payables 17 1] 15 15 Trade Payables 29 19 27 17

* The credit risk is included in the measurement of the fair value of liabilities and loans, as well as receivables and liabilities from/to
Group companies, bond loans, bank loans and other loans to level 2.

*#* Gross exposure of derivatives with positive values has been reduced by 83% (86%) through netting agreements and liquidity
transfers to 630.1 (533.3).

#** [n the consolidated balance sheet, financial liabilities include loan-related derivative instruments of 1,163.7 (411.8).

The carrying amounts and fair values of the Volvo Treasury Group’s financial instruments are
compared in Table 24.

The section of the table pertaining to 2017 was prepared in accordance with IAS 39, valid until
December 31,2017, and the section pertaining to 2018 was prepared in accordance with IFR

1ece1vable to the category financial assets measured at amortized cost.

39 (51)




Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Income, expenses, gains and losses related to financial instruments
The impact of gains and losses, as well as interest income and interest expense, on the Volvo

Treasury Group’s gross earnings for the various categories of the financial instruments is shown in

the table below.

Financial assets and labilities at FVTPL#
Marketable securifes

Gains

Group

Det, 31,2018
Interest  Interest
Losses income  expense

Financial assefs and liabilities at FVTPL?
Marketable securities

Gronp

Dec, 31,2017
Gains/  Inerest  Interest
Losses  income  expense

03 00

LOBLL 00 LT

43620 02 5007

Interestand currency rae derivatives?* 86. Inferest and currency rate derivatives*
Financial assets valued at amortised costs 00 2915 941 Loans originated by the company 1761 1617
Cash and cash equivalenls 03 86 418 Cash and cash equivalents A0 169
Finacial liabilifies valued at amorfized cost 13318 31508 - +13063  Finacialliabilifies valued at amortized cost 41527 - -1 4090
Effect on Gross income 46380 50164 29990 25121 Effect on Gross income 00 2782 L1614
Parent company Parent company
Dec. 31,2018 Dec, 31,2017
Tnterest  Inferest Gains/  Inferest  Inferest
Gains  Losses  income  expense Losses income  expense
Financiaf assets and liabilifies at FYTPL* Financial assets and liabilities at FVTPL*
Marketable securiies 00 - - Marketable securities 43 00 -
Interet and cumency rae derivatves 860 -16715 00 10605 Interest and currency rate derivafives** 42484 02 -563.2
Financial assefs valued at amortised cosls AR53 2077 Loans originated by the company 2041 -1693
Cash and cash equivalents 03 Ble 44 Cash and cash equivalents A6 168
Finacial liablities vatued at amortized cost 3L 31602 - -11642  Finacial liabilities valued at amortized cost 40551 - 1,369
Efect on Gross income 46380 S04 28707 L4324 Effect on Gross income 134 2640 20994

* Accrued and realized interest is included in gains and losses related to financial assets and liabilities measured at FVTPL.
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Below is an account of derivative instruments and options on financial and commercial assets and
liabilities. The nominal amount represents the gross amount of the contract. The contracts
outstanding have been recognized at market value. The stated market values represent the calculated

values that will not necessarily be realized.

Group
Dec. 31,2018 Dec. 31,2017
Nominal Carrying Nominal Carrying
Amount value Amount value
Interest-rate swaps
- receivable position 105,027.0 3,150.7 99,736.5 _3,246.2
- payable position 128,885.9 -1,155.2 75,343.0 -230.9
Interest-rate forwards and futures
- receivable position - - - L -
_- payable position - - - -
Foreign exchange forward contracts
_-receivable position_ 26,631.5 4560 31,656.9 448.5
- payable position 21,217.1 -271.5 20,786.7 _-407.7
Options purchased, caps and floors
- _rg_g_e_iyable position 286.1 01 1,380.7 i 7.0
_-payable position 307.1 0.0 41.2 -
Options written, caps and floors
- receivable position - i - . -
- payable position 307.1 0.0 7153 -1.1
Total 2,174.0 3,062.0
Parent Company
Dec. 31,2018 Dec, 31,2017
Nominal Carrying Nominal Carrying
Amount value Amount value
Interest-rate swaps
- receivable position o 103,270.1 3,174.7 98,162.0 3,235.3
- payable position e 126,853.9 -1,191.4 72,563.4 -212.9
Interest-rate forwards and futures
- receivable position - - - . -
- payable position . - - - -
Foreign exchange forward confracts
_-recejvable position B . 22,849.0 411.7 37,318.5 443.7
- payable positon 18,479.6 -206.2 20,518.8 -412.9
Options purchased, caps and floors
- receivable position 286.1 0.1 1,2759 6.8
- payableposition . 307.1 - 412 :
Options written, caps and floors
_- receivable position - - - -
- payable position _ 307.1 - 715.3 B -1.1
Total 2,189.0 3,058.9
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Note 25 Information about the Parent Company

The Parent Company of the Group of which Volvo Treasury AB is a subsidiary and for which the
consolidated accounts are prepared is AB Volvo (publ) (556012-5790), with registered office in
Gothenburg, Sweden.

The Parent Company is not presenting a sustainability report in accordance with Chapter 7 Section
31 of the Annual Accounts Act. AB Volvo (publ) (556012-5790), with registered office in
Gothenburg, Sweden, prepares a sustainability report for the Group that includes the company.

Note 26 Transactions with related parties
All financial transactions with companies within the Volvo Group are carried out on market terms.

Receivables and liabilities outstanding to companies within the Volvo Group are shown in the
balance sheet. Revenues and expenses attributable to companies within the Volvo Group are shown
in Notes 4 and 5.

The Group’s income statements and balance sheets will be presented to the Annual General
Meeting for approval.

Volvo Treasury AB (publ) is not presenting a sustainability report in accordance with Chapter 7
Section 31 of the Annual Accounts Act.

Volvo Treasury AB (publ) is a wholly owned subsidiary of AB Volvo (publ) corporate identity
number 556012-5790, with registered office in Gothenburg and is encompassed by the Annual and
Sustainability Report prepared by AB Volvo. For further information, please refer to the annual
report prepared by AB Volvo.

Note 27 Cash-flow statement
Group
Non cash items

Unrealized

exchange rate
Cash-flow from financing activities Note Jan.1,2018  Cash flow effects FV valuation  Dec. 31,2018
Group contributions received i - 291.0 - L - -
Group contributions granted i - -7000 - - -
Bond loans 19 48,962.3 94254 727.6 - 59,115.3
Other liabilities to credit institutions 19 8,107.2 -1,076.4 4726 663.7 8,167.1
Other non- current liabilities 20 84.4 -0.1 ~10.1 71.7 145.8
Current liabilities to credit institutions 21 38,574.8 -5,416.1 92.4 89.0 33,340.1

2,523.9
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Parent company

Non cash items

Unrealized

exchange rate
Cash-flow from financing activities Note Jan. 1,2018 Cash flow  effects FV valuation Dec. 31,2018
Group contributions received - 291.0 - - ] -
Group contributions granted - -700.0 - - -
Bond loans o9 48,962.3 9,425.4 727.6 - 59,115.3
Other liabilities to credit institutions 19 5,578.3 1,104.1 170.8 662.8 7,516.0
Other non-current liabilities 20 82.3 0.0 -9.6 70.8 143.6
Liabilities to credit institutions o2 37,098.6 -6,388.3 39.8 42 4 30,792.5

3,732.2

*Group contributions received/granted are recognized under the item Receivable/liabilities with Group companies (in the Volvo
Group) in the balance sheet and are moved from the items increase (-)/decrease (+) in lending to Group companies and increase
(+)/decrease (-) in borrowing from Group companies to the items Group contributions received/granted in the cash-flow statement.

Note 28 Changes in Volvo Treasury Group’s financial reporting
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Consolidated balance sheet

. After
. Recalculation .
Previously IFRS16 recalculation
reported 2018 1 jan, 2019
ASSETS
Non-current assets
Intangible assets 0.0 - 0.0
Tangible assets 0.5 3.1 3.6
Financial assets 71,641.8 - 71,641.8
Deferred tax 16.1 - 16.1
Total non-current assets 71,658.4 31 71,661.5
Current assets
Current receivables 92,127.0 - 92,127.0
Marketable securities 0.0 - 0.0
Cash and cash equivalents 32,800.3 - 32,800.3
Total current assets 124,927.3 - 124,927.3
TOTAL ASSETS 196,585.7 3.1 196,588.8
SHAREHOLDERS' EQUITY AND
LIABILITIES
Shareholders' equity
Share capital - 500.0
Reserves - 178.2
Retained earnings - 15,596.9
Net income - 24.0
Total shareholders' equity - 16,299.1
Non-current liabilities 67,480.9 1.2 67,482.1
Current liabilities 112,805.7 1.9 112,807.6
TOTAL SHAREHOLDERS' EQUITY AND 196,585.7 3.1 196,588.8

LIABILITIES

IFRS 16 is applied retroactively without restatement of comparative figures. Accordingly, the opening balances for 2019 were
restated in accordance with the new standard, which can be found in Note 1.

Note 29 Events after the close of the fiscal year
No events occurred after the close of the fiscal year that significantly affected the earnings or
position of the Group or the Parent Company.

Note 30 Proposed disposition of unappropriated earnings
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The following earnings are at the disposal of the Annual General Meeting:

Retained earnings 15,063,220,000
Net income 84,150,061
SEK 15,147,370,061

The Board of Directors and the President propose that the above sum be appropriated as follows:
To be carried forward SEK 15,147,370,061

The Group’s income statements and balance sheets will be presented to the Annual General
Meeting for approval.

The Board of Directors and the President certify that the consolidated accounts have been prepared
in accordance with international financial reporting standards (IFRS) as adopted by the EU and
present a true and fair view of the Group’s position and earnings. The Annual Report was prepared
in accordance with generally accepted accounting practice and presents a true and fair view of the
Parent Company’s financial position and earnings.

The Board of Directors’ Report for the Group and Parent Company gives a fair review of the
development of the business, position and earnings for the Group and Parent Company, and
describes the significant risks and uncertainties facing the Parent Company and the companies
included in the Group.

Gothenburg, March 12, 2019

Thomas Lestin Frederik Ljungdahl
CEO Chairman
Sune Martinsson Ulf Rapp

Our Auditors’ Report was submitted on March 12, 2019
Deloitte AB

Fredrik Jonsson
Authorized Public Accountant
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Auditor’s report
This auditor’s report is a translation of the Swedish language original. In the events of any
differences between this translation and the Swedish original the latter shall prevail.

To the general meeting of the shareholders of Volvo Treasury AB (publ), corporate identity number
556135-4449

Report on the annual accounts and consolidated accounts

Opinions
We have audited the annual accounts and consolidated accounts of Volvo Treasury AB (publ) for the financial year 2018-01-

01 - 2018-12-31, The annual accounts and consolidated accounts of the company are included on pages 1-45 in this
document.

In our opinion, the annual accounts have been prepared in accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of the parent company as of 31 December 2018, and its financial performance for the
year then ended in accordance with the Annual Accounts Act. The consolidated accounts have been prepared in accordance
with the Annual Accounts Act and present fairly, in all material respects, the financial position of the group as of 31
December 2018, and their financial performance for the year then ended in accordance with International Financial Reporting
Standards (IFRS), as adopted by the EU, and the Annual Accounts Act. The statutory administration report is consistent with
the other parts of the annual accounts and consolidated accounts,

We therefore recommend that the general meeting of shareholders adopts the income statement and balance sheet for the
parent company and the group.

Our opinions in this report on the the annual accounts and consolidated accounts are consistent with the content of the
additional report that has been submitted to the parent company's Board of Directors in accordance with the Audit Regulation
(537/2014) Article 11,

Basis for Opinions

We conducted our audit in accordance with International Standards on Auditing (ISA) and generally accepted auditing
standards in Sweden. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the group in accordance with professional ethics for accountants in
Sweden and have otherwise fulfilled our ethical responsibilities in accordance with these requirements. This includes that,
based on the best of our knowledge and belief, no prohibited services referred to in the Audit Regulation (537/2014) Article
5.1 have been provided to the audited company or, where applicable, its parent company or its controlled companies within
the EU.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinions.

Key Audit Matters

Key audit matters of the audit are those matters that, in our professional judgment, were of most significance in our audit of
the annual accounts and consolidated accounts of the current period. These matters were addressed in the context of our
audit of, and in forming our opinion thereon, the annual accounts and consolidated accounts as a whole, but we do not
provide a separate opinion on these matters.

Key Audit Matter

Volvo Treasury enters deals for financial derivative instruments with credit institutes to hedge risks for fluctuations in
currency exchange rates and interest rates. The valuation of these financial instruments is an important area in our audit
considering the complexity involved.

Our audit procedures have included, but not exclusively, comprised of;

¢ We have audited relevant internal controls in the valuation process, including controls for input data in valuation
models, changes in models applied and validation of data output towards counterparty.

+ We have audited the input data applied by management to determine valuation of the financlal derivative portfolio.
» We have audited valuation of financial derivative instruments by comparing carrying fair value to counterparty.

» We have audited completeness and accuracy in the disclosures related to financial derivative instruments.

¢ Our specialist on financial instruments has been involved during the audit and performance of the audit procedures.

» We have, in collaboration with our specialists on IT-audit, audited general IT-controls and relevant application
controls for the Treasury system applied for valuation of financial derivative instruments.
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Responsibilities of the Board of Directors and the Managing Director

The Board of Directors and the Managing Director are responsible for the preparation of the annual accounts and
consolidated accounts and that they give a fair presentation in accordance with the Annual Accounts Act and, concerning the
consolidated accounts, in accordance with IFRS as adopted by the EU. The Board of Directors and the Managing Director are
also responsible for such internal control as they determine is necessary to enable the preparation of annual accounts and
consolidated accounts that are free from material misstatement, whether due to fraud or error.,

In preparing the annual accounts and consolidated accounts, The Board of Directors and the Managing Director are
responsible for the assessment of the company’s and the group’s ability to continue as a going concern. They disclose, as
applicable, matters related to going concern and using the going concern basis of accounting. The going concern basis of
accounting is however not applied if the Board of Directors and the Managing Director intends to liquidate the company, to
cease operations, or has no realistic alternative but to do so.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether the annual accounts and consolidated accounts as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinions. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs and generally accepted auditing standards in Sweden will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they couid
reasonably be expected to influence the economic decisions of users taken on the basis of these annual accounts and
consolidated accounts.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit, We also:

Identify and assess the risks of material misstatement of the annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinions. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of the company’s internal control relevant to our audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s
internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors and the Managing Director,

Conclude on the appropriateness of the Board of Directors’ and the Managing Director’s use of the going concern basis of
accounting in preparing the annual accounts and consolidated accounts. We also draw a conclusion, based on the audit
evidence obtained, as to whether any material uncertainty exists related to events or conditions that may cast significant
doubt on the company’s and the group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the annual accounts and
consolidated accounts or, if such disclosures are inadequate, to modify our opinion about the annual accounts and
consolidated accounts. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause a company and a group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consolidated accounts represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient and appropriate audit evidence regarding the financial information of the entities or business activities
within the group to express an opinion on the consolidated accounts. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our opinions.

We must inform the Board of Directors of, among other matters, the planned scope and timing of the audit. We must also
inform of significant audit findings during our audit, including any significant deficiencies in internal control that we
identified.

We must also provide the Board of Directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most significance in
the audit of the annual accounts and consolidated accounts, including the most important assessed risks for material
misstatement, and are therefore the key audit matters. We describe these matters in the auditor’s report unless law or
regulation precludes disclosure about the matter.

Report on other legal and regulatory requirements

Opinions
In addition to our audit of the annual accounts and consolidated accounts, we have also audited the administration of the
Board of Directors and the Managing Director of Volvo Treasury AB (publ) for the financial year 2018-01-01 - 2018-12-31
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and the proposed appropriations of the company’s profit or loss.

We recommend to the general meeting of shareholders that the profit to be appropriated in accordance with the proposal in
the statutory administration report and that the members of the Board of Directors and the Managing Director be discharged
from liability for the financial year.,

Basis fof Opinions

We conducted the audit in accordance with generally accepted auditing standards in Sweden. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities section. We are independent of the parent company
and’the’ group in accordance with professional ethics for accountants in Sweden and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficlent and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors is responsible for the proposal for appropriations of the company’s profit or loss. At the proposal of a
dividend, this includes an assessment of whether the dividend is justifiable considering the requirements which the
company's and the group’s type of operations, size and risks place on the size of the parent company's and the group’s
equity, consolidation requirements, liquidity and position in general.

The Board of Directors is responsible for the company’s organization and the administration of the company’s affairs. This
includes among other things continuous assessment of the company’s and the group’s financial situation and ensuring that
the company’s organization is designed so that the accounting, management of assets and the company’s financial affairs
otherwise are controlled in a reassuring manner. The Managing Director shall manage the ongoing administration according
to the Board of Directors’ guidelines and instructions and among other matters take measures that are necessary to fulfill the
company’s accounting in accordance with law and handle the management of assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby our opinion about discharge from liability, is to obtain
audit evidence to assess with a reasonable degree of assurance whether any member of the Board of Directors or the
Managing Director in any material respect:

has undertaken any action or been guilty of any omission which can give rise to liability to the company, or
in any other way has acted in contravention of the Companies Act, the Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the company’s profit or loss, and thereby our opinion
about this, is to assess with reasonable degree of assurance whether the proposal is in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards in Sweden will always detect actions or omissions that
can give rise to liability to the company, or that the proposed appropriations of the company’s profit or loss are not in
accordance with the Companies Act.

As part of an audit in accordance with generally accepted auditing standards in Sweden, we exercise professional judgment
and maintain professional scepticism throughout the audit. The examination of the administration and the proposed
appropriations of the company’s profit or loss is based primarily on the audit of the accounts. Additional audit procedures
performed are based on our professional judgment with starting point in risk and materiality. This means that we focus the
examination on such actions, areas and relationships that are material for the operations and where deviations and violations
would have particular importance for the company’s situation. We examine and test decisions undertaken, support for
decisions, actions taken and other circumstances that are relevant to our opinion concerning discharge from liability, As a
basis for our opinion on the Board of Directors’ proposed appropriations of the company’s profit or loss we examined whether
the proposal is in accordance with the Companies Act.

Deloitte AB, was appointed auditor of Volvo Treasury AB by the general meeting of the shareholders on the 2018-04-13 and
has been the company’s auditor since 2018-04-13,

Gothenburg March 12, 2019
Deloitte AB

Fredrik Jonsson
Authorized Public Accountant
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Corporate Governance Report
Volvo Treasury AB (publ) has issued debt secur1t1es which are listed on a regulated market and the

Annual Accounts Act (1995:1554).

AB Volvo owns 100% of the shares of Volvo Treasury AB (publ) and therefore
rights at the shareholder’s general meetings.

Introduction

of the members were elected at the scheduled general meeting of shareholders for a per' dof one
year, The company’s Articles of Association stipulate that the general meeting may not appoint
fewer than three and not more than ten Board members.

The company’s Articles of Association were adopted at the 2013 Annual General Meeting. The
Articles of Association may be amended through resolution by the general meeting of shareholders
in the manner prescribed by the Companies Act, and no further restrictions apply as to how such
amendments are implemented.

The general meeting of shareholders of Volvo Treasury AB (publ) has not given the Board any
mandate to decide on the issue of new shares or the buy back of the company’s own shares.

Internal control over financial reporting

The Volvo Treasury Group’s system for internal control and risk management in connection with
the financial reporting is designed in accordance with the Volvo Group’s policies and guidelines.
The following text describes how the internal control is organized within the Volvo Group in
general and within the Volvo Treasury Group with regard to financial reporting.

The Volvo Group has a specific function for internal control, which aims to provide support for
management groups within the business areas and Group functions that will allow them to
continuously provide solid and improved internal controls relating to financial reporting. Work
conducted through this function is based primarily on a methodology that aims to ensure
compliance with directives and guidelines, and to create effective conditions for specific control
activities in key processes related to financial reporting. The Audit Committee is informed of the
result of the work performed by the Internal Control function within the Volvo Group with regard to
risks, control activities and monitoring the financial reporting.

The Volvo Group also has an Internal Audit function with the primary task of independently
ensuring that companies in the Group comply with the principles and rules that are stated in the
Group’s directives, guidelines and instructions for financial reporting. The Head of the Internal
Audit function reports directly to the CEO, the Group’s General Counsel and to the Audit
Committee of the Board of AB Volvo.

Control environment

Fundamental to the Volvo Group’s control environment is the corporate culture that is established
within the Group, in which managers and employees operate. The Volvo Group works actively on
communication and training pertaining to the company’s core values as described in the Group’s
Code of Conduct, to ensure that good morals, ethics and integrity permeate the organization.
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The foundation of the internal control process relating to the financial reporting is built up around
the Group’s directives, guidelines and instructions, as well as the responsibility and authority
structure. The principles for the Volvo Group’s internal controls, as well as directives and
guidelines for the financial reporting are contained in the Volvo Group Management System, a
Group-wide management system that includes the Group’s instructions, rules and policies.

Risk assessment

Risks pertaining to financial reporting are evaluated and overseen by the Volvo Group’s Board of
Directors through its Audit Committee, and by Volvo Treasury Group’s Board of Directors, by
identifying significant risks and how they should be managed and counteracted. The evaluation of
the degree of risk that is required for errors to appear in the financial reporting is based on a number
of criteria, for example the complexity of the accounting policies, the valuation principles for assets
and l1ab111t1es and complex or changed business 01rcumstances The 1de O isks, together with

reporting, Volvo Internal Control Standard (VICS).

Control activities

Group’s Board of Directors constitute the overall supervisory body for itte
control activities are applied in the ongoing business processes to ensure that potential errors or
deviations in the financial reporting are prevented, discovered and corrected by including control
activities that match the control objectives defined in the VICS framework. Control activities range
from a review of outcome results at management group meetings to specific reconciliation of
accounts and analyses of the ongoing processes for financial reporting.

Information and communication

Guidelines and instructions relating to the financial reporting are updated and communicated on a
regular basis from the Volvo Group’s management to all employees concerned. The Volvo Group
accounting department holds a direct operative responsibility for ongoing financial accounting
which is aimed at ensuring a uniform application of the Group’s guidelines, policies and
instructions for the financial reporting and at identifying and communicating shortcomings and
areas of improvement in the processes for financial reporting.

Monitoring

Ongoing responsibility for following up Volvo Treasury Group’s internal control rests with the
Volvo Treasury management group and controller functions in cooperation with the Volvo Group’s
accounting function. In addition, the Internal Audit and the Internal Control functions of the Volvo
Group conduct review and follow-up in accordance with what is described in the introduction of
this report. More specifically, the Internal Control function runs and coordinates evaluation
activities through the Volvo Group Internal Control Program, which aims to systematically evaluate
the quality of the internal control over financial reporting on a yearly basis. An evaluation plan is
established annually and presented to the Audit Committee. This evaluation program comprises
three main areas:

1. Group-wide controls

Self-assessment procedure carried out by management teams at business area/Group-function levels
as well as company level. The areas evaluated are mainly compliance with the Group’s financial
directives and guidelines that are collected in policies found in the Financial Policies and
Procedures, as well as The Volvo Way and the Group’s Code of Conduct.
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2. Process controls at transaction levels

Processes related to the financial reporting are evaluated by testing of routines/controls based on a
framework for internal control of financial reporting, VICS — Volvo Internal Control Standards.

3. General IT controls

Processes for maintenance, development and authorization management pertaining to financial
applications are evaluated by testing routines/controls.

Gothenburg, Ma'réh 12, 2Ql 9

Volvo Treasury AB (publ)
Board of Directors

Auditor’s report on the Corporate Governance Statement

This auditor’s report is a translation of the Swedish language original. In the events of any
differences between this translation and the Swedish original the latter shall prevail.

To the general meeting of the shareholders in Volvo Treasury AB, corporate identity number
556135-4449

Engagement and responsibility
It is the board of directors who is responsible for the corporate governance statement for the financial year 2018-01-01 -
2018-12-31 on pages 49 - 51 and that it has been prepared in accordance with the Annual Accounts Act.

The scope of the audit

Our examination has been conducted in accordance with FAR’s auditing standard RevU 16 The auditor’s examination of the
corporate governance statement. This means that our examination of the corporate governance statement is different and
substantially less in scope than an audit conducted in accordance with International Standards on Auditing and generally
accepted auditing standards in Sweden. We believe that the examination has provided us with sufficient basis for our
opinions.

Opinions

A corporate governance statement has been prepared. Disclosures in accordance with chapter 6 section 6 the second
paragraph points 2-6 the Annual Accounts Act and chapter 7 section 31 the second paragraph the same law are consistent
with the annual accounts and the consolidated accounts and are in accordance with the Annual Accounts Act for Insurance
Companies.

Gothenburg March 12, 2019
Deloitte AB

Fredrik Jonsson
Authorized Public Accountant
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