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

Annual Report and Consolidated Financial Statements for the 2019
fiscal year

The Board of Dircetors and the President of Volvo Treasury AB (publ), (5356135-4449) hereby
submit the following Annual Report and Consolidated Financial Statements.
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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 Lid, 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. Velvo 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 carmied out on market terms.

Mandates and limits for Volvo Group Treasury's manggement, 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.
See also the Annual Report for the Volvo Group lor information on employee policies.

Corporate Governange Report
Volvo Treasury AB has prepared a Corporate Governance Report that 1s separate from the Annual
Report, which can be found after the Annual Report in this document,

Operations during 2019

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

2019 2018 2017 2016 2015
Volvo Treasury AB 167.1 16.4 472.1 1,010.3 T2R.3
Volvo Treasury Asia Ltd 16.3 24.5 42.5 70.8 63.5
Group total 1834 40.9 5i4.6 1.081.1 T91.8

During the year, net lending to companies within the Volvo Group decreased SEK 3.3 billion as a
consequence of increased financing by customers. An improved cash flow within the industrial
business was reflected in the increase in cash and cash cquivalents of SEK 7.4 billion, At the same
time, growth in customer financing operations resulted in an increase in external financing of SEK
10.9 billion.

Both interest income from companies in the Volvo Group and interest expenses for external
interest-bearing liabilities and derivative contracts have incrensed year-on-year, which was duc to
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Volvo Treasury AB (publ) Corp. Reg. No. 356135-4449

Finanecial instruments measured at fair value through profit and loss (FVTPL) negatively impacted
carnings, albeit to a lesser extent than last year. The underlying cause of the negative impact was
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 1s managed by and reported in Volvo
Treasury Group. The result from operations was negative SEK 487.5 M, which was primanly a
consequence of the weaker Swedish krona, The effect of the hedge is mcluded under Other
financial income and expenses.

Income derived from loan commitments 1ssued to Volvo Financial Services totaled SEK 133 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 of SEK 330.0 M was distributed to
Sotrof AR, while a Group contribution of SEK 500.0 M was received from AB Volvo.

Proposed disposition of unappropriated carnings

According to the balance shect of Volve Treasury AB’s Parent Company, the Annual General
Meeting has at its disposal the following eamings of SEK 15,400,16 M. The Board of Directors and
the CEO propose that the above earnings of SEK 15,400.16 M be carried forward, Read more in
Note 28, Proposed disposition of unappropriated earnings.
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Yolvo Treasury AB (publ)

Corp. Reg, No, 556135-4449

Consolidated statement of income

Note 2019 2018
Interest income 4 3R38S 2.999.40
Interest expense. 5 120 -2.512.1
Financial instruments measured at FVTPL 123 -111.7 -121.9
Net interest income 0345 3050
Other financial income and expenses 6.23 3307 -256.3
Giross income 253.8 108.4
Other operating income 1334 130.9
Adminisiralive expenses 78 -175.3 -165.0
Other operating expenses -28.5 -33.4
Operating income 183.4 40.9
Tax on income for the year g =451 -16.9
Net income 138.2 24.0
Other comprehensive income
MNel income 138.2 24.0
feenes that witl wot be reclassified 1o profii and loss:
Remeasurement of defined-benefit pensions -12.2 -7.3
Jtems that may be subseguently reclassiffed 1o profit and loss:
Exchange-rale dilferences on translation of foreign operalions 424 478
Comprehensive income for the yvear 168.4 64.5
Total net income aitnbutable to Parent Company sharcholders 138.2 24.0
Total comprehensive incoime attributable to Parent Company sharcholders 168.4 6.5

4(50)
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Yolvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Consolidated balance sheet

ASSETS

Non-current assels

Intangible assels
Software development

Tangible assels
Tiguiprnent

Financial asseis

Receivables from Group companics (within the Volvo Group)

(iher long term receivables

Total financial assets

Deferred Taxes

Total non-current assets

Current assets

Current receivables

Receivables from Group companies (within the Yolvo Group)

Tux assels

Other current receivahles
Total current receivables
Markelable securities

Cash and eash equivalents

Tuotal current assets

TOTAL ASSETS

translation of th

[Certified]
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Authorized Translator
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MNote Dee. 31, 2009 Dee. 31, 2018
] 0.0 0.0
11 1.4 5
23,75 06,4358 01913
13 1.0732 1,450.5
67.509.0 71.641.8

4 226 16.1
67.533,1 71.658.4

23,25 [09,431.0 RO, 768.5
9 ().} 0.0
L4 2.206.6 2.358.4
111.637.6 92.126.9

i . z
15 40,216.0 32,800.3
151,853.6 124,927.2

219.386.7 196,585.6
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Volvo Treasury AB (publ)

Corp. Reg, No, 556135-4449

SHAREHOLDERS EQUITY AND LIABILITIES

Shareholders’ equity
Share capital
Reserves

Retained earnings
MNet income

Total shareholders’ equity

Non- current liabilities

Bond loans

Other liabilities to credit institutions

Cither non-current liabilities

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

"

Total non-current liahilities

Current liabilities

Liabilities to credit insitutions

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

Curreni tax lahililics

Other current labilities

Other provisions

Total current liabilitics

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES

6 (30)

Note Dec. 31, 2019 Dee. 31, 2018

500.0 SO0

2215 179.1

15,7258 15,5960

138.2 24.0

16,585.5 16,299.1

18.23 63,754.1 59,1153
1§23 9.688.2 8.167.1
14 214.0 145.8
2325 0.0 0.0
17 al.3 327
75,717.6 67,480.9

20 34,906.5 33,3401
23.25 91.441.3 THESOT
23 2:3 1.7
4 0.6 5.1
21 T26.8 3779
127.083.5 112,805.6

219.386.7 196,585.6
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Volvo Treasury AB (publ)

Corp. Reg, No. 556135-4449

Changes in shareholders’ equity, Group

Balance at December 31, 2017
Net ingome For the year

Cther comprefiensive income
Translation differences

Remedsurement of defined-henafit pensions

Total comprehensive Income for the year

Fransactons with shoreholdersirefated pordes

Ciroup contributions granted and received

Tax effect of Group contributions granted and received

Total trinsactions with sfrarcholders/relited partics

Balance at December 31, 2018

Met income for the vear

Other compreliensive income
Trunslation diltercnees

Remeasuremen) ol delined-benehit pensions

Totel cormprehiensive incomte for the year

Transactions with sharcholierssrelated partics

Ciroup contributions granled and received

Tax ellect of Group contributions granted and received

Total fransactions with sharcholdersérelared parties

Balance at December 31, 2019

MNute

16

111
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Shave capital  differences) earnings equily
S00.0 130.4 15,5325 16,162.9
- - 24.0 2440
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- B -1.3 -TA
- 478 ¥ 04.5
x >3 g2.0 920
- - =202 =202
- - 718 718
TN 171 15.620.1 16,2991
- - 134.2 1382
- 42.4 B 424
- - =122 -122
- 424 126,68 fof.4
- = I50.0 130.0
- - -321 -32.1
- - 1179 1178
SO0 2215 15,864.0 16,585.5
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Volvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Consolidated cash-tlow statement

ACTIVITIES DURING THE YEAR Note 2019 2018
Interest received 4 3.821.0 2.845.3
Interest paid B -2.964.3 -2.544.5
Other financial transactions 597.6 -59.4
Income tax paid 10 -75.8 4241
Payments to suppliers and employees =71.9 -4 1
Cash-flow from operating activitics before changes in

operating receivables and liabilities 1,306.6 -122.8
Increase (-)/decrease (+) in marketable securities 0.0 0.0
Increase (-)decrease (+) in current receivables 15 -1,104.7 88.0
Increase (+H)/decrcase (<) in current liabilitics 22 1.0 -1.9
Increase (+)/decrease (-} in provisions 0.0 (.0
[ncrease (-} decrease {(+) m lending to Group companics -15.910.0 477.0
Inerease (+)fdeerease (-) in borrowing from Group companies 26 12,237.6 7.3889.5
Increase (-)/decrease (+) in non-current receivables 26 -6.3 -(1.8
Cash-flow from operating activities -3.476.0 7,829.0
Cash-flow from investing activities i 4
Grroup contnbulions received 17 GO2 (1 201.0
Group contributions granted 17 -600.0 -700.0
[ssue ol inlercst-bearing sceurilics 19,21 42,4537 41,517.6
Repavment of interest-bearing securities 19,21 -29.321.2 -36,775.5
Increase in other horrowing 19,21 13.414.6 34,1586
Decrease in other borrowing 19,21 -16,041.5 -35.967.8
Cash-flow from financing activities 30 10,697.6 2.523.9
Cash-flow during the year 16 7.218.6 10,352.9
Revaluation differences on cash and cash equivalents 197.0 0.3
Cash and cash equivalents. beginning of the vear L6 32 8004 22.447.0
Cash and cash equivalents, end of year 3 40,216.0 32,800.4

B (50)
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Vaolvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Income statement, Parent company

Interest income
Interest expense
Financial instruments at FVTPL

Mel interest iIncome

Other financial income and expenses

(ross income

Other eperating income
Administrative expenses
Other operating expenses

Operating income

Alloeations

Income before tax

Tax on income for the vear

Net income

Other comprehensive income

Total comprehensive income for the year

9(50)

Note 2019 2018
4 37359 28727
5 -3,041.4 -2.4324
3.23 -104.0 -115.2
594.5 3251
6.23 -381.2 -2668.1
2133 59.0
133.2 130.8
TH -159.4 -144.5
-24.5 -28.6
162.6 16.7
Ly 150.0) 92,0
312.6 108.7
] -39.9 -24.6
252.8 54.2
252.8 84.2
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translation of
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Yolvo Treasury AB (publ)

Corp. Reg, No. 556135-4449

Balance sheet, Parent company

ASSETS

MNon-current assets

Intangible asseis

Software development

Tangible assets

Eguipment

Financial assets

Participations in subsidiaries

Receivables from Group companies (within the Valvo Group)

{Other non-current receivables

Total linancial assets

Deferrved tax

Total non-current assels

Current asscts

Current reeeivables

Tax asscts

(ther current receivables

Total current receivables

Marketable secorities

Cash and cash equivalents

Receivables from Group companies (within the Volvo Group)

Note

ik

i

Total current assets

TOTAL ASSETS

This 15 a true and accurate
mal document

i,

John Lightowler
Authorized Translator
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Dec. 31,2019 Dec. 31, 2018

0.0 0.0

0.4 0.4

224.6 224.6
65932 8 69 483.0
10724 14482
67,2298 T1.155.8
0.1 = |
67,2363 71,1614
178979 BT,207.6
112 (L1
21655 234013
110,064.5 89.547.9
40,182.1 32,781.5
150,246.7 1223204
217,483.0 193.490.8
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Volvo Treasury AB (publ) Corp. Reg. No. 556135-4449

Note

SHAREHMOLDERS EQUITY AND LIABILITIES

Shareholders® equity

Restricted equity
Share capital {3,000,000 Series A shares, quotient value SEK 104
Legal reserves

Total restricted equity

Unrestricted cquity

Retained earnings brought forward
Net income

Total unrestricted equity

Total sharcholders’ equity

Mop-current liabilities

Bond loans - 18,23
Other liabilities (o eredit institutions 523
Othier non-current liabilities ]
Liabilities o Group companics (within the Vobeo Group) 23.35
Provisions for pensions 14

Total non-current liabilities

Current linbilities

Liabilities to eradit insnlutions 24
Liabilities to Group companies (within the Yolvo Group) 2125
Accounts payable — trade This is a true and accurate a
Tax liahilities transfation of the prigigal document |10
Oither current liabilities +Eerrifiedj:‘=::f'. Zéf 2]
Other provisions Cy( .

lohn Lightowler
Total current liahilities Authorized Transiaton

TOTAL SHAREHOLDERS EQUITY AND LIABILITIES

11 (50)

Dec, 31,2009 Dec. 31,2018

500.0 500.0
100,0 100.,0
6000 600.0
15,1474 15.063.3
2528 84.2
15,400.2 15,147.5
16,000.2 15,747.5
65,7541 50.115.3
£.386.8 7,516.1
2000 143.6
R53.2 0.0

0.0 23
75,194.1 66,7772
34,4758 30,792.5
91,098 4 79.618.5
2.0 1.5

. 2.0

712.6 550.8
126,288.8 110,966.1
217,483.0 193,490.8
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VYolvo Treasury AB (publ)

Corp. Reg. No. 556135-4449

Changes in shareholders’ equity, Parent company

Balance at December 31, 2017

MNet income for the year

hhier comprelensive income

Total comprehensive income for the year
Balance at December 31, 2018

Net income lor the yedr

(hther compreliensive income

Total comprelrensive income for the year

Balance at Deecember 31, 2009

Share vapital Reserves
S00.0 100.0
S00.0 1 (b
S00.0 10,0

Retained
cArnings
15.063.3

B4z

8.2
15,1474

2528

2528

15,400.2

This is a true and accurate
translation of 1

riginal document

[Ceti

jahn Lighmw1er
Authorzed Transiator
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Total
shareholders®
cquity
15,663.3
B4.2

84.2
15,7474
2528

2328
16,0002
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Volvo Treasury AB (publ) Corp. Reg, No. 556135-4449

Cash-flow statement, Parent company

ACTIVITIES DURING THE YEAR 2019 2018
Interest received 4 3.586.5 28323
Interest paid 5 -2.779.5 24733
Income tax paid 10 -61.7 -19.2
Payments to suppliers and employees _500.6 -42 4
Other financial transactions 6080 -539.2
Cash-flow from operating activities before changes in
operating receivables and liabilities 1,302.8 -241.8
Incirease (-)/decrease (+) in cwrrent receivables 14 -1,106.3 S6.4
Increase (+)/decrease (-) in current liabilities 21 (Lo -1.0
Increase (-)/decrease (—) in lending to Group companies 25 -17.335.0 563.9
Increase (+)/decreasc (-) in borrowing [rom Group companies 25 11.984.6 6.206.0
Increase (-)/decrease (+) in non-current receivables ~3:2 0.8
Cash-flow from operating activities -5,146.5 6,612.6
Cash-flow from investing activities . .
Group contributions received 692.0 291.0
Ciroup contributions granted -600.0 =T00.0
Issue of interest-bearing sccuritics 18,20 42.453.7 41.517.6
Repayment of interest-bearing speuwsitics 1820 -29.221.2 -36,775.5
i ia This is a true and accurat wl 3
Increase in other horrowing translation of taeariginal dr:cﬁr%b%ﬂ 13,435.6 32.863.7
Decrease in other borrowing conitsch e _|3,30m -14,406.6 -33,464.7
Johin Lightowler
Cash-flow from financing activitics Authorized Translaior 26 12,3534 37322
Cash-flow dunng the vear |5 7.203.8 10,3448
Revaluation differences on cash and cash equivalents 196.8 0.0
Cash and cash equivalents, beginning of the vear |5 32,781.5 22,4367
Cash and cash equivalents, December 31 15 40,182.2 32,7815

13 (50}
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Yolvo 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 LAS 1, Presemtation 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 linancial statements comprise the Parent Company and subsidiarics in which
Volvo Treasury AB has a controlling influence., The consolidated financial statements have been
prepared in accordance with the policies set forth in WWRS 10, Conselidated Financial Statements.
Intra-Group transactions are eliminated,

Transtation to Swedish kronor. when consolidating companies using foreign currencies

The functional curreney of cach 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 1s 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 cxchange rates at the respective vear 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
Sharehelders” equity.

Receivables and liabilities in foreign currency

Receivables and liabilitics 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 finaneial 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 markel. Foreign
exchange gains are recognized as reccivables and losses are recognized as liabilities. Depending on
the mutum}f of the ﬂnanual mﬂrumml these items are rcmgmzcd as current or non-current in 111-::

This Is a true and .t(_{_,Llr:ltE-

translatiﬂﬂffﬁ[hﬁ»ﬂr ginal document
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Volve Treasury AB (publ) Corp. Reg. No. 556135-4449

The exchange rates used in the consolidated financial statements are as follows:
Average rate Average rate As per Dec. 31 As per Dee, 31

Country Currency 019 2018 2019 2018
Singapore 1 5GD 6.93269 6.,44390 6.50430 0.56050
Australia 1 AUD 6.57244 649538 6.51250 £.32450

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 of H{é@.ﬁs;ﬁm, adjusted in
appropriate cases by impairment and estimated uscful lives.

1.

Depreciation periody
Software development 5 years
Equipment 5 years

Financial instruments
Volvo Treasury Group applies the acecounting policies contained in IFRS 7, TFRS 9 and 1AS 32,
Financial Instruments, as well as IFRS 13, Fuir Value Measurement. Depending on the maturity of
the financial instrument, these itemns 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 contraet date and the settlement date is recognized in profit
and loss. Transaction costs are included in the carrving amounts of assets excepl 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-ratc method.

A financial asset 18 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 valucs arc cstablished for assets based on quoted market prices where these are available, 1If
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) arc classified as held for trading in accordance with level 2.
The valuation of level 2 instruments is based on market conditions using observable market prices
for exchange rates and interest rates available in the active market at cach 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, from which the present value
of estimated future cash flows 1s calculated. Currency forwards usc the forward rate for each
currency’'s spot price and future date at the balance-shect date. Based on_the applicable forward

rates, a present-value calculation is then made on the balance-sheet date, This [s a true and accurate
translation of the opiginal document
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Financial assets and liabilities measured at FVTPL
Volvo Treasury Group’s financial instruments that are held for trading are measured at FVTPL.
These instruments comprise derivative instruments used to hedge interest rates and currencics.

Realized and unrealized interest-rate gains/losses pertaining to derivatives used to hedge interest-
bearing assets and investments, and unrealized interest-rate 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 profiL.

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

Receivables to Group companies and other financial receivables are held as part of a business
model that aims to gather contractual cash flows. The contractual cash flows solely comprise
payments of principal and interest, and are measured at amortized cost pursuant to the effective-
inlerest-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 fiahilities measured at amortized cost

Proceeds from borrowings are measured at amortized cost pursuant to the effective-interest-rate
method.

Transaction costs in connection with raising financial labilities 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 ebligation to make interest
payments and to repay the nominal debt to the holder, For more information, see Note 23, Financial
instruments.

Leases

Leases where Volvo Treasury Group 1s the lessee are recognized pursuant to TFRS 16 [eases.
which entails that future lease payments pertaining primarily to rented premises and company cars
are recognized as right-of-use assets under equipment and as interest-bearing liabilities under other
liabilities. Under RFR 2, the provisions contained in TFRS 16 do not need to be applied in legal
entities (Parent Company). The Parent Company recognizes all leascs where the Parent Company is
the lessee as operating leases, which means that lease payments are recognized in profit and loss as
administration costs in the period in which thev arisc.

Pensions and similar obligations

Volvo Treasury Group applies 1AS 19 Emplayee Benefits, for pensions and similar obligations. In
accordance with TAS 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 arc
based on actuanal assumptions that are determined at the balance-sheet date. Changes in the present

value ul commitments due to sed_actuarial assumptions and experience-based assumptions
f3 P«UKT.D’?
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Provisions for pensions and similar obligations 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 LAS 19, the discount rate of interest is applicd in caleulating the net
intercst income/expense on the net pension liability (the asset). All changes in the nel pension
lahility (the asset) are recognized as they ocour; service costs and net interest expense (income) are
recognized in profit and loss, while remeasurements, such as actuarial gains and losses are
recognized in Other comprehensive income. The special employers’ contribution is included in the
pension lability and pertains to the Swedish plan.

For defined-contribution plans, premiums are expensed as incurred.

Under RFR 2, the provisions contamned in TAS 19 that apply to defined-benefit pension plans do not
need to be applied in legal entities (Parent Company). However, disclosures must be made
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 apphes TFRS 2, Share-hased Payment for shave-based incentive programs.
The principle distinguishes between “cash-seftled” and “equitv-settled”™ remuneration, in Volvo
Treasury Group's case, shares in AB Volvo. Volvo Trcasury AB’s President and two senior
executives of Volvo Treasury Group are included in the Volvo Group's imcentive program, which
compnses both cash- and equily-settled remuneration,

Based on the fair value of the benefit at the allocation date, the cost of this program is recopnized in
accordance with IFRS 2 over the vesting period and is expensed in profit and loss. The markel
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 2013,

The 2014 Annual General Meeling 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 vear early, The program was concluded
in 2019 and the remaining shares allocated under the program were issued to the participants.

Long term incentive (LT]) pragram from 2046,

In 2016, the Board decided to iniroduce 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 1AS 19 Emplovee
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,
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Group contributions Ttowlar

Under certain circumstances. profits ransferred ithe-ferm-of Group Catifributions bbtween
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 n
shareholders’ equity as a transaction with the owner in accordance with TAS 1, item 109, Group
contributions are recognized in the Parent Company in profit and loss as an appropriation in
accordance with the allernative rule in RFR 2.

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 direetly in
Shareholders’ equity. In such cases, the tax is also recognized in Other comprehensive income and
Sharcholders’ equity.

Tax legislation in Sweden and other countries sometimes has rules other than those identified in
generally accepted accounting policics. with respect to the timing of taxation and measurement of
certain commercial transactions. Deferred taxes are recognized for the differences that arse
between the taxable values and the carryving amounts of assets and liabilities, so-called temporary
differences, as well as on tax loss carrvforwards. With repard 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 ean be utilized against future taxable surpluses.

Cash-flow statement

The cash-flow statement is prepared in accordance with [AS 7 Statement of Cash Flows, applying
the dircet method, showing recogmzed 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 umts reporting to and
being coordinated by Yolvo 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. Valvo Treasury Asia Litd in Singapore is the financing source in the regional
markel and treasury tunction 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 s 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 TFRS/TASs that are applied in
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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

New accounting policies in 2019
When preparing the consohdated financial statements at December 31,
standards and interpretations have been applied:

IFRS 16 Leases
From and including January 1, 2019, Volvo Treasury Group applics IFRS 16 Letres. 16 does
ot 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 lease payvments for rented premises
and company cars are recognized in the balance sheet. The balance sheet recognizes the lessee’s
rights to use assets and its obligation to pay for these rights over a corresponding periad. The right-
of-use for the asset and the obligation to pay will be recognized at the present value of future lease
payments.

By applying the new lease accounting for lessces, assets and interest-bearing liabilitics in the
balance sheet have increased and part of the lease payments are recognized as interest expense
instead of as administration costs.

New accounting policies 2020 and later
No other new or amended accounting standards or interpretatipns-that-have-been pabitshred -z

which enter force in 2020 or later are expected to have a material i{t_lpa_{?(:'{fiﬁ 'uté-1;5'1'1a-.’1L14'11"§at2{tEﬁ;gm
of Wolvo Treasury Group. AR o L g

Note 2 Key sources of estimation uncertainty i i

In conjunction with the preparation of these [inancial statements, the cdfipany:management has
made certain cstimates and assumptions that affect the carrying amounis of assets and liabilities, as
well as contingent liahilities at the balance-sheet date, and recognized income and expenses. The
company management has made these estimates and assumptions using their best judgement after
taking into account their relevance and materiality, Since future results are currently uncertain,
these assessments may resull in a difference between the actual outcome and these estimates. In
accordance with TAS 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 said 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 pertain to the measurement of financial instruments at fair value and to the
assumptions on which this measurement is based. Refer to the section on financial instruments
under Note 1 Accounting and valuation policies, Tn the same way that pensions and the actuarial
assumptions made to calculate the pension obligation are reviewed each year and adjustments made
to these when it is deemed appropriate, see more under Note | Accounting and valuation policies.
(Translator’s note: As per Swedish source text),

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
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an efficient financial infrastructure for the Volvo Group’s operations. Most of the Volvo Group’s
financial transactions are conducted through Volve Treasury Group. These operations are carried
out in order to reduce the currency, interest-rate, credit and liguidity risks to which the Volve Group
15 exposed.

Volvo Treasury Group is exposed, through its operations, lo various financial risks. The following
scction deseribes 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, Cutrency 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 habilities in foreign
subsidiaries {cwrrency exposure of shareholders’ equity). The goal for Volve 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 oceur 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 Yolvo Treasury Group to meet the borrowing
and lending requirements of Group companies in different currencics, without inereasing the Volvo
Group’s own risk,

Commercial currency exposure

In accordance with the Volvo Group's Financial risk policy, Volve Treasury uses currency
derivatives to minimize the risk of currency effects on the Volvo Group’s eamings. For commercial
currency exposure in the Volve Group, Volvo Treasury Group has a mandate to enter currency
derivatives with external counterparties on bhehalf’ of the Volve Group without ecntering
corresponding contracts with Group companies (within the Volvo Group).

The Volvo Group’s consolidated transaction cxposure m foreign cuwrrency is the value of the
forccast future cash flows in foreign currency, Volvo Treasury Group only hedges that part of
forecast [uture cash flows mn 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 contracts and currency options to hedge contracted future cash flows in foreign
currencies. The hedged portion of contracted luture cash flows is contained within the framework
of the Volvo Group's financial risk policy for all periods.

The table below shows the impact on Volvo Treasury Group's gross eamnings if the Swedish krona
strengthens by 10% compared with other currencies from the currency level at December 31, 2019.

This i5 a true ant accurate
translation uf thegewingl document
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Note 3.1 Outstanding derivatives hedging commercial currency risks at December 31, 2019

Do date EVRASTY GRIVSER USTHRRL  USIVKRW USSR Market value

PO eeseepeen e e AR WAL 341509 BB
20l ; PR L B IRE L Dasiese L SRR L R IR A
Toetal lacal corrency -1d 107.4 134 1560 I28.4

Average contract rate 1.1 122 3.8 1,174 .5

Market value in SEK of auistanding forward

contracts 3.2 4.7 -LE JiL=E 4.5 71,1

Cuorrency if streagthened by 1% 1.3 135 4.2 F2RN.6G 104

Theimpact on gross income in SEK i hedge

currency strengthened by 10%* 1.5 =131.4 =51 -148.1 217 4045

¥ Sensilivity analyses for curreney risks are hased on simplificd assumptions. [t {s not unreasonable Lo assume (hat a curreniy will
appreciate by 10% in relation te other ewrencies. In realiy, bowever. exchange rates do mot nommally change at the same date and in
the same direction; and the real effew can deviate from the sensidvity analysis. The sensitivity analysis péraing o the change in the
rarkat value that is calenlared based on the nominal value

Currency exposure of shareholders " equity
The consolidated value of assets and liabilities in forcign subsidianies is influenced by exchange
rates in conjunction with translation into Swedish kronor, Net assets in foreign subsidiarics
amounted to SEK 859 M at year-end 2019, Net assets in foreign subsidias 1\#&1—‘1::-‘dnt_ hedged
through loans in foreign currencies, in line with the policy established by t £ s Board
of Directors.

Interest-rate risk
Interest-rate risk refers to the nsk that changes in interest rates will intl
consolidated eamings and cash flow (cash-flow risk) or the fair value
liahilities (price risk).

Lending to the Volvo Group's customer finance operations involves a range of maturitics and
intcrest-fixing terms. This lending is financed through short- and long-term borrowing via the.
capilal 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-ratc swaps, forward contracts and standardized interest-rate forward contracts. Financial
assets and liabilities related to the Volvo Group's customer finance operations are malched so as to
minimize the exposure to cash-flow risk and price risk.

Borrowing and lending from and to the industrial operations of the Veolvo 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 offser
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
ratc. Short- and long-term borrowing is carried oul via the capital markets and through bilateral
loans. The use ol such derivative mstruments as interest swaps and currency nterest swaps creates
an interest-fixing term corresponding to between one to three months. After taking derivatives into
account, the average cffective interest rate at year end on 'f'um.ci;;&; -:-uﬁstnﬁdn;ﬁ“ forr thtcc Rl
+ e e B E PAts b5 a frue and accorate
Group’s industrial operations was 4.28%, Garsntlsruabf ciisinal et
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Surplus liquidity within the Volvo Group is managed by Velvo Treasury Group. This management
mainly involves deposits in bank accounts.

Al the end of 2019, the Volvo Treasury Group’s interest-hearing assets comprised lending to Group
companies and cash and cash equivalents. The average effective interest rate on these liquid assets,
taking into account derivative instruments, was 0.02% as of December 31, 2019,

The table (Note 3.2) below shows the impact on Volvo Treasury Group’s net interest income should
interest rates strengthen by ge point from the rates applying on December 31, 2019,

Impact on gross
income if interest rates

Market value strengthen with 1 basis

Interest risk

point
Cash and bank® ™\ A R .
Receivables e o M9TSSS -11.4
e s ORI SS . d E p it 2L 10.8
Total 15,542.2 .6

¥ The sensitiviey analysis includes all financial assets amd lahilites, as well as denivabives, but not deposits and lending to'from
Valvo pompanies vin 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. Velvo Treasury Group’s accounting policies for derivatives
are described in Note 1,

The carrying amounts n the balance sheet, fair values and other specifications pertaining to
derivative mstruments used for managing currency and interest-rate risks related to financial assets
and liabilities are shown in Note 23,

Credit risks

Credit nisks are defined as the nisk that Volvo Treasury does not receive payments for recognized
loans (commercial credit risk), that Velvo Treasury’s investments are unable to be reahized
(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 duc for payment or impaired at year end.

Financial credit rixk

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 hanks that the
Volvo Group collaborates with. All investments must meet the requirements of low credit risk and
high hguidity. According o the Volve Group’s financial risk policy, counterparties for investments

and derivate transactions should have a rating better or cquivalent to A from one of the aell-

established credit rating agencics or similar. This is a true and accurate
translation of the original document

Cammercicl credit visk
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Lending to companies within the Volvo Group complies with the limits established for the
particular counterparty. Credit risk related to lending to Group companies is considered negligible
and, accordingly, no collateral has been pledged for the receivables. The Volvo Treasury Group's
receivables from Group companies on December 31, 2019 amounted to 175.866.8 (159,959.8).

The company applies the general approach together with the application of the cxemption for low
credit tisk on intra-Group receivables recognived al amortized cost. The caleulation s based on an
gstimate of the companies’ probability of default, Exposure at default and loss given default are
cstimated 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
CONIPANY:

Financial counferparty visk

The use of derivative instruments leads to a counterparty risk, meaning that a potential loss cannot
be scttled (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 nisk for
high net amounts toward individual counterparties. To minimize this exposure, Volvo Treasury
Group enters into netting agreements (ISDA agreements) with all counterpartics that could
potentially be involved in derivative transactions. The netting agreements entail that receivables and
habilities can be offset against each other in cerfain 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
exceute cash transfers between each other to reduce exposure to open net positions. However, these
netling agreements have no impacl on Volvo Treasury Group's recognized earmnings and halance
sheet, since the denvative transactions are recognized in gross amounts. Volvo Treasury Group’s
gross exposure of derivatives with positive values amounts to 1,976.9 (3,006,9), which was reduced
1.371.6 (1,394.3) through netting apreements and a further 376.3 (1,581.4) through liquidity
transfers, yielding a total reduction of 88% (83%) to 229.0 (630.1). For further information
regarding gross exposure per type of derivative, see Note 23 Financial instruments.

Effect of ofizetting agreements and cash ransfers on Volve Trepsury Gronp’s gross derivative positions af Dec 31, 2014

(iross amount Netling agrecment Cash transtors Mét position Change in %
Assety 1,575 -1.475 -3 227 Bty
“Liabilites ARG BT 7a s gan,

Mt 3.3 shows the effect of nettne sereements amd cosh irnsfess on the Volvo Treasure Groop's pross exposure. from anterest- and curmeney-risk
derivalives oulstanding.

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

Volvo Treasury endeavors to maintain good financial preparedness for the Volvo Group by
constantly maintaining liquid assets and credit facilitics to provide for anticipated iiquidity
r‘ﬂqluremt”.nh Volvo Treasury has reduced hiquidity risks by diversifying its financing to various
rosourees, retaining a good balance between short- apd long-teom borrowing . and by
rowing preparcdness through credit facilities, sec moje on this 'mf’I%’h:: WI‘*&HW{%HH
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and cash equivalents on December 31, 2019 amounted to 4012 billion (32.8). Read
olvo Treasury Group’s cash and cash equivalents in Note 15, In addition, there were
but unutilized credit facilities of SEK 43 billion (44.0).

The following list shows expected future cash flows including derivatives related to financial
liahilities 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 denivatives, Interest flows are recognized in the cash
flow from operating activitics. Future cash flows in foreign currency are based on the respective
exchange rates at the balance-sheet date. Current habilities to Group companies (within the Volvo
Group) pertain to bormowing through group accounts, which are not included in capital flows.
During 2019, current and non-current receivables for Volvo Group companies amounted to SEK
175.9 Wllion (160.() while current and non-current liabilities to Volve Group compantes amounted
to SEK 91.4 billion (78.9).

Most of the loan maturities in 2019 and 2020 arc part of the normal business operations of the
Volvo Treasury Group, in which the Volvo Group’s customer linance has a shorter matunty
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 matunties. For practical and business reasons, Valvo Treasury AB has a mandate to go
down to a match rate of 80%. At the end of 2019, this match rate was 95.4% (93.2%).

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

In 2014, AB Volvo issued a EUR 1.5 hillion hybrid bond through Velve Treasury ADB 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 maturty in 2075, and EUR 0.6 bilhon, 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 vears, and is subordinated to other existing fnaneial lu.bllu.-.,.: -

This [sa | the ] o -_'_I"']*L’
. i e R translation g | document
Note 3.3 Future cash flows including derivatives related to non-purrcnt an }11 ﬁnancml
liabilitics “céz‘“— ..................
Group Eitits
Capital Mow Interest ﬂﬂ.ﬁ.m.. fzul r|F|T-r'il'-||'.'
Derivative Derivative
s Derivative & Derivative
Loans*®  (Hability) s (asset) Loans®  (liability) s (assel)
2020 ~126,012.5 -334.4 5.4 -E) 2020 -1.504.3 -T11.5 -38.7 0.0
2021 -32 46859 -516.9 3308 -0.2] 2021 -85 -3354 180 0.0
22 -13.4253 3672 I85.2 022 -558.7 -1574 1409
2023 J1448 5257 636 2023 4R39 467 642
2024 =2 THTT -103.1 15.0) 2024 =118.1 129 5
2025 5738 70 A 2025 735 4.1 34.1 N
"[I'ZIS-”' -1; ﬁ-ﬂ U -4 0.1 2026 -118.6 1.4 369
Total -199934.0 -1.855.1 1.250.1 -1.0] Total -3.633.8 -1, 2800 166.5 0.0

[Translator's Mare: This repon isa tanstation of the Swedish languags orginal. Inthe cvent of any differences erween (s teanslation and (e
Swedish priginal, the latter shall prevail. |ha tables in this tmnslation ke been provided by Volvo Treasury AH and have not been translated, The
Anditor's Repon has been provided by Deloste |
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Parent Company

Capital flow Interest ow
Derivative Derivative
s Derivative s Derivative
Loans® (liability} s (asset) Loans® (liahility) s {asset)
12020 26,1119 -330.5 318 03] 2020 -1,194.6 -697.6 -44.6 00
2021 32,1957 5169 3328 -0.1| 2021 6713 3476 -18.0 0.0
2022 13,2711 -367.2 1852 2022 -536.1 1530 349
2023 71238 5258 63.6 2023 -479.3 -44.1 64.2
2024 19145 -103d 18.0 2024 -1153 115 53.1
2025 5738 ik 5.1 2025 -73.5 3.6 34.1
202f-E 75410 09 0.l 2026-%% 1186 .4 16,0
Total A198,731.8  -1,851.3 12365 -0.3 Total 3,890 -1,257.7 160,5 0.0

* The interest paviments on the hyvbrid bond are included in a total amount o’ 16088 {2,271 9), which pertains 1o the period through
the first redemplion oecasion, which is 2020, w5 well 45 2023, The interest payments thar follow in the event an opportunity to
redocn the bond is not utilized-have as vet not been established,

*#ncludes EUR 1,5 billion for the hybrid bond. The bord was issued in two components: EUR 009 billion with the first redemption
cecasion tn 2020 and final maturity in 2075, and EUR (L4 billion, with the fizse sedemption occasion in 2023 and Ongl moturity io
2078,

Note 4 Interest income
[nterest income perta and realized interest on interest-bearing assets and investments.
Group Parent Company
2019 2018 2019 2018
111 SR S (.U ... WS .- )
Total 3,858.3 2.999.0 3,739.9 2.872.7

Of the above stated amount, 3.804.7 (2,951.5) pertains Lo interest received for the Group from other
companies within the Volvo Group. The corresponding amounts for the Parent Company arc
3,686.5 (2.825.3).

Naote 5 Interest expense
Interest expenses perlain o accrued and realized interest on interest-bearing liabilitics and
derivatives held to hedge loan receivables and financial liabilities.

This is a true and accurate
translation of theisizinal document Group Parent Company
3
(Cortified ™ nie 2018 2019 2018
fohn Liphtowler i 4 _ I .
IO e e Authoriem Pt oA 2 50414 -2,4324
Total -3.112.1 -2.512.1 -3,041.4 -2,432.4

Of the above stated amount, 297.8 (194.0) pertains to interest received for the Group from other
companies within the Volvo Group, The corresponding amounts for the Parent Company are 306.8
(207.7).
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Note 6

Interest and currency derivatives
Coshandembequvalents,
Loans originated by the company and financial

JHapbitics walusd at aloaized cost

Tutal

Other financial revenue and expenses

Group

2019

Parent company
2018 2019 2018
cldia2 | 33293 cLAved
_ocwels 3303 1eld
LAATee. 32785 13716
-256.5 -351.2 -266.1

Note 7 Employees

Note 7.1 Average number of employees

Parent Company

2019
No. of

cmployces of whom, men

2018
MNo. of

cmployees of whom, men

Gothenburg R N SRS, - CORRR  RSRR )
Total an 17 3 20
Subsidiaries outside Sweden
Total 11 4 11 4
Group total 41 21 42 24
This is a true and
wument

translation cy

[CentifiedT

Alhug

zod Translator

htowler
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Note 7.2 Board members and senior executives

2019

Mo, of Board of whom, Mo, of senior of whom,
Parent Company members*® men executives® men
sweden 4 4 4 4
Total 4 4 4 4
Subsidiaries outside Sweden
Singapare 3 3 3 1
Australia " |
Total 7 7 4 2
Group total 11 11 8 6

* The same persons are to a certain extent represenced in the figures for the differcnt companies. Excluding this aspecr, the total
number of Baard members is eighl (of whom eight are men) and the number of senior executives iz seven (of whom five are men).

Note 7.3 Salaries, remuneration, social security expenses and pension costs

Paremt Suhsidiary = Turent Subeideary
Caniigi Graufi

LTS Oy CEMpAny CHITARNY
me 018 R 204 A Pl
Mages, salares and other ramiperanan o Doard members and the Pessicent - A3 LR el 1.2 I
freiaracf arngs 1A ~F -2 B A -4
Wazes i ather nemeeratiun v Enplepas 2 2 R | L () N, |, . SRR\ . |
[rrmmmmst (e kd Snarm) A il A K i
Takal ) =135 -84.R -30,8 -1A.1 43,0
Souial cusrs . =134 o sl o =g G v el
Pensiors coms ek <1 R i e e | - T
[T T T T o P T T el T v e el P o aE e Tl it M ]
Iheensobnoe-monsany bevels roocherenploygees,. st .l o L 2 i)

Memiaerating 10 s ios ovecuiivis
Waps, £a fhe Preeadeni

Cugt ol ik b
Wrapes, salaries anid uthe)

UL SR

BCIE E bl S i

Wakiies po 1 et regnrding incensiye programs; Farent Cempany Suhsidnnaey Graapurenl Comapny Sobsidurses Groip

B H 2% mwls 4ois 2ikd Itz
Cust for the Compam’s prisipation o the Yoho Sreups izamiive prgem LM i ] ni [} L
Ooestamyding shares Tiobds conditioeal cn the progmam & the brdeeeme of the yrr 17 i 0 13331 (v} i}
Allimeants crieg fha wear i} i o L5} 0 1}
A mshineile i 1 i 017 I I Ak ¥ (i}
FurfeitediCancellod duriny the yeur i u I [ 1 g
irmip imernal trnsitios i} i} [} (v} [H a
©haatarling sgaity dglies eoedizianal on the progess ar the end of the vear 1 1] i 4E17 4 o

Total costs for salarics and remuneration include 0.2 (0.2) in respect of the company’s participation
in the Volvo Group’s incentive programs. Sharcholder rights outstanding that arc conditional in
accordance with the program amounted to 4,617 (13,231) shares at the start of the year. During the
vear, no allocation was made and distribution of 4,617 shares was carried out, No shares were
forfeited/expired during the year. No intra-Group transfers were made during the vear. At year cnd,
the number of shareholder nights outstanding amounted to 0.0. See also Share-based payments
under Note 1 Accounting and valuation policies.

; 1y q Prwdcnt haq a notice nf‘ termination of six moenths on his ows-aeeerd—mTTI=
This is a true and accurate
Tl document

translation af the orig
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Note § Fees and other remuneration to audifors
Fees and other remunerations to auditors

PricewaterhouseCoopers Group Parent Company

200y 2018 2019 2018
Audit assignment - w0 b0
Oither assignments - .
Total - 0.3 - 0.0
Deloiile Giroup Parcnt Company

219 28 2019 2018
Audit assignment N S O .| S, <. P
Fi i e 75 (SRS ..\ WISCI . - SIS
(ther assignmenlts e Wememe s
Total 1.7 1.3 1.3 1.9

Audit involves examination of the annual report and linancial accounting and the administration hy
the Board of Directors and the President. Audit-related assignments mean other guality 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

SIS This is a true and accurate
translation of il ginal document

Note 9 Income tax

Distribution of income §i@ertified): e ~Group Parent Company
Ghn Lightowler 2019 2018 2019 2018
Authorized Transiator
Current tax for thepeniod 404 0 44 609  -241
Current tax forpriorperiods ] TR0 00 00
Deferred tax arising or reversed durng theperiod 3+ 125 10 06
Total 45,1 -16.9 -50.9 =246

Tax attributable to Group contributions has increased the Group’s unrestricted reserves by 32.1
{20.2) and increased the Parent Company’s eguity with 32.1 (20.2).

The main reasons for differences between tax according to the applicable tax rate of 21.4% (22%)
and recognized income tax for the period are stated in the lable below.

Specification of income tax Group Parent Company
2010 20018 1] ] 08
Income before taxes 1834 iR N7 108,7
Jaxaccoding o wxmate A4 80 o any A3
Dillerence dus o different counteie taxeates. 38 e
Other non-deductibls expensesfineome -2 T3 -2
ogmredmted opriorye B 1 S b L2
Oiler, nel. 11,7 (L] {}.5
Trral -16.% -59.9 =240

25 (50
[Translatwr's Sotes This report 15 o temslatiose of the Swedish leneuace ongismal. In the event olany dilferences between (his tanslaton and the
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Deferred tax

Changes in deferred tax assets/liabilities, net® Parent Company

Cpeomghalinee: i s 8L 14.7 3.1 5.6
Deferred taxes recognised in the year'sincome ST 00 10 05
Of which recognised in Other comprehensive

Anenie; Temeisuwenenis ol dEfmod ORI, s s L4 0.0 :
Deferred tax assets/liahilities, net, as of

December 3177 22.6 16.1 6.1 51

*The deferred tax assets and tux liabilities stated above are recognized in the Volvo Treasury Group®s balance sheet, in part net aller
taking oftsetting opportunitics o account Deterred tax assets and tax Habilities bave been measured using the tax rates cxpected o
apply during the period when the assel is realized or the Tiability s settled aceording to the taee races and tax regulations that have
heen decided or adopted on the balance-sheet date.

¥#0f which, temporary differences pertaining o provisiens for pensions in the Group were the most significant and amounted 1o
8.7 (15.5),

Note 10 Intangible assets
Group Parenl Company

Capitalized development costs Dee, 31,2019 Dec. 31, 2018 Dec. 31, 2019 Dee. 31, 2018
Opcningacquisitioncost | e 205 208 WS 205
Closing amortized cost 20.5 205 2.5 2.5
Opening accumulated amortization =205 -196 205 196
Amortization for theyear o o R - SR .9
Closing accumulated amortization i -20.5 -5 =205 -20.5

Closing balance 0.0 0.0 [1X}] 0.0

Note 11 Tangible assets

This is'a true and accurafe Group Parent Company

translation of thesf inal document [Dec. 31, 2009 Dec, 31, 2018 Dec, 31, 2019 Dec. 31,2018

(Certifig e —

Equipmen
lohn Lightowtar
Opening acqusition-cos— - (2
Purchses

Translation difference

Closing amortized cost

Opening accumulated depreciation -1:3 -1.2 -0.1 -11.1
G SO S YRR
Depreciation fortheyear oL TR T
Tmnslation difference b 0.1 : :
Closing accumaulated depreciation 24 a3 TTwoa T TTaa
Closing balance 14 0.5 0.4 4
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*The Group's lease contracts encompass the leasing of compaiy cars. Carrying amounts of SEK 2.0 M are recognized in the above
table. Given the insignificance of the effects; in accordance with TAS 1731, the Group has elected nol 10 provide any Turther

disclosures pursuant to IFRS 16, The exemption provided in RFR 2, not [F

Note 12 Financial assets

Participations in subsidiaries

é.—hd.'; bu:n applicd tor the Parent Company.

Parent Company
Dec, 31, 20019 Dec. 31, 2018

OpeningAcquislioneost o eeessesaseseens 2 ..
Closing accumulated acquisition cost 224.6 2246
Carrving
Percentuse Voting Mo of rights ampunt  Sharehotder’s
Registered office in Tolding share participations ( shares ESEK  equity KSEK
YolvoTresury Asialtd  Swgepore | 100%  100% Zh0as by 3408 BI0ED
Total 224,608 633,922
Note 13 Other non-current receivables
Group Parent Company
Dec. 31,2019 Dee, 31,2008 Dee, 31,2009 Dee, 31, 2008
Ouistanding interest and currency derivatives 10732 14305 10724 La#4R2
Total 1,073.2 1,450.5 1,072.4 1,448.2
Note 14 Other current receivables
Group Parent Company

e, 31, 20019 Dee. 31,2018

e, 31, 20019 Dee, 31, 2018

Outstanding intcrest and currcney derivatives 6037 alse2 k2T 21384
Acerued inleres! income and prepaid inlerest expenses I 6“_5___ s [ S— L
Other acerued income and prepaid expenses AR o B0 . L. G
Otherreceivables OO ”‘JM
Other interost hcanﬂ;2 rcccwahlcq e R SRR e H .
Tuotal 220646 2,358.4 21655 2,340.3
MNote 1 rrnCash and cashoeguivalents

translation of thegriging] document Group Parent Company

: s Dee, 31, 2009 Dec. 31, 2018 Dec, 31, 2019 Dec, 31, 2018
(Certitied
John Lightowler

Cashinfbanks 0 ranstates . | 311805 262392 311466 262204
Time dowestssrbmmies™——— ..-.----,-5".:93_53:'_5____, 55340 o 90353 85340
Reverserepurchaseagreements 00 10270 00 10270
Tuotal 4i0,216.0 32.800.3 40,1821 32,781.5
Note 16 Group contributions

Group contributions of 50000 (692.0) were received (paid) by AB Volvo and 350.0 (600.0) were
patidd to (received from) Sotrof AB.
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cnts to independent authorities or bodies that assume pension commitments for
s through defined-contribution plans. The remaining portion is fulfilled through defined-
benefit plans (applhies only in Sweden), where the commitments remain within the Yolve Group or
arve transterred to pension trusts.

Delined-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 credil 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 [inal 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 Volve 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%) reparding ITP2 and 0.7% (0.6%) for other
pension liabilities. Annual yield and mortality estimates are established by PRI for 1TP2
(Translator’s note: Swedish original has “IPT2") or Finansinspektionen (Sweden’s financial
supervisory authority) for other pension liabilities.

The Volvo Pension Foundation was [ormed i 1996 to secure pension obligations under the ITP
plan. Since its formation, the company has provided plan capital in a net amount of SEK 33.0 M to
the Foundation, The return on plan assets during 2019 was 14.21% (-1.67%).

Provisions for pensions and similar obligations in the company’s balance shect correspond to the
present value of the obligations al the balance-sheet date, less the Tair value of plan assets.

The Volve Group applies LAS 19 Employvee Bencfits 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 m the Volvo Pension Foundation,

Accounting policies for defined-benefit plans differ from [AS 19 primarily because:
— The caleulation of the pension lability according to Swedish accounting policies does not take
into account future pay increases,
— The discount interest rate for calculating the Swedish hability s determined by PRI
Pensionsgaranti and Finansinspcktionen.
— Changes in the discount mterest rate, real return on plan assets and other actuarial assumptions arc
recognized directly in profit and loss, and in the balance sheed.

Deficits must either be recovered through payments to the plan or be recognized as a liability in
the balance sheet.
— Surpluses cannot be recogmized as an asset bul can, in certain cases, be credited to the company to
reduce pension costs.
In the tables on the following page, disclosures arg provided regarding the defined-benefit pension
plan. Volvo recognizes the difference between outstanding obligations and the value of the plan
assets in the balunce sheet. The disclosures pertain to the assumptions applied in the actuarial

computations, recognized costs during the reporting period and thg Value, af; ORlizal s ;e plan
inal document
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assets at the end of the period. In addition, changes in the value of obligations and plan assets
during the period are specified.

Note 17.1 Provisions for pensions and similar obligations

Pension costs during the vear Dee. 31, 2019 Dee, 31, 2018
Current servicecosts 4 2.3
Interesteosts 28 -2.4
B s L 1.3
Total pension costs for defined-benefit plans -3.0 -3.6
Pension costs for defined-contribution plans S S U1
Total pension costs -100.3 9.7

This is a 1rue and accurate
translation of the original document

Johin Lightowler
Authorized Translaor
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Note 17.2 Provisions for pensions and similar obligations
Applicable assumptions for actuarial caleulations

(Sweden) Dee. 31,2019 Dee, 31, 2018
hiscount rate 1.7 2.5
Expected salary increase 24 2.9
Inflation 1.8 1.8
Obligations in defined-henefit plans Dec. 31, 2009 Dec. 31, 2018
Obligations at Janwary L . ;S -
Defined-benefifs earned durdngthe year oo wepe mncd® o 25
Remeasurements

-Effect of change in demographic asswmptions 00 0
Effect of changes in financial asswmptions 23 4.6
SR AR SR s piins o = —_— 2.3
SN | 1 ST O Pl e 1O
Obligations at December 31 123.2 99.9
Of which, funded defined-benefit plans 1232 099
Fair value of plan assets in funded plans Dec. 31, 2019 Dec. 31, 2018
Ploposseamdanoaey 1 o i AL ST
L S e A2 13
Remeasurements [ -1.9
Employer contribution e e
Plan asseis at December 31 62.0 47.1

This is'a true and accurate
translation-of t jginal document

(Certified): ..,

John Lightowler
Authorized Translator
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Note 17.3 Net provisions for pensions and similar obligations
Group Dee, 31, 20019 Dee. 31, 2018

Funded status at December 31 Al.2 528

MNet provisions for post-employment benefits at December 31 61.3 527

Parent company

Obligations in defined-benefit plans

Total
Obligations opening balance 2018 46.0
IMSRSLEOSIS e AN ; SRS S 1* S |
b L M. -
Obhigations as of December 31, 2008 B 49.5
Service costs 2 .0 26
O OO O
N N T S
Obligations as of December 31, 2019 331 [IX1] 53.1
Fair value of plan assets in funded plans
I"lan assets opening halanee 2018 47.8
Jemaianmplan sy 06
Coniributions and compensation to/ from the fund T
Plan assets as of December 31,2008 T 472
Acuglrewmonplanassets s = 6.9
Conwibutions and campensation to /from the fund " © T TG

Plan asscts a-an i'-DecembEr 31, 20109 ﬁl..ﬂ.l

This is a true and accurate
translation of the inal document

(Cerfified); H\‘—"_:u ..................

John Lightowler Dec, 31, 2019 Dec. 31,2018

Provisions for post-employment benefits

SbligatieiE A Authorized Translator 2531 405
DR T R e e S ||
Funded stalus 8.5 -2.3
{when plan assets exceed corresponding abligations) -8.8 -
|Net provisions for post-employment benefits ** .0 -2.3

* The capital value for ITP2 amounts to negative 33,1 (negative: 49.3)

#= MNel pension ohligations regarding ITF2 amount to 0.0 (negative: 2.3)
Pension costs

_Dec.31,2019 _Dec. 31,2018

Pension cusfs_f_ur defined-benefit plans -6

Pension costs for defined-contribution plans -4.7
S s T
Lost forevelit imsurance FPG e er . anenreas 0.1

Total pension costs for the period ’ o ."""""".".":i:{.:ﬁu-“h“““"“
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MNote 18 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, 2019,

Band Inans Actuoal interest rate  Effective interest rate Laroup Parent company
Thec, 31, 2001% D, 31, 2009 Dec. 31, 2019 Dec. .'ﬂ 2018 Dec, 31, 2009 Dee 31, zms
JDUTAse L 0ReANe 03T ITUGAS
0.0E-15] 234519 "l L5, 3_____
IS e, - T R
2 ?!.I‘SG{L;..ES[IG 1,586
19 D“ﬂ‘l‘__]_"4—"[?‘3‘4___ o <2 231231 B3 -
Otfier baond Tozns ! 0.0 o 0.0
Tital 65,751 20,1153 65,7541 34,1154
Other liabilities te credit institution Avtual interest rate Effeetive interest rate Liroup Parent company
Dec. 31, HHD Prec, 31, MO Thee, 31,2009 Drec. 30, 2018 Dhs, 31, 2009 Dec, 31, 2008
JBY 2 2019242024 I . = -
.44_*.5-4. o

Total i 8.2 8.167.1 B.A80R T.5i61

® Includes EUR 1.5 billion for the hvbeid bond. The hond was issued in two components: EUR 0.9 billion swith the [irst redemption
ceasion 2020 and fngd maturity in 2075, and EUR 006 billion, with the frst redemption oceaston in 2023 and findgl manrioin
2078

The lollowing list shows the Group’s and the Parent Company's maturily structure for the non-
current Hability:

Granp Oiher Ofwhiclh,  Pavent Compar Other Cwhich,
liahilities 1o derivaiive linhilifies to derivative

Bomnd loans credit CENEraTy Hond loans credit confracly

D date Dee. 30, 2009 Dec. 31, 2009 Dee 31 2000 Due date D, 31, 2009 Dec 31,2019 e 31, 2100

"":]"‘I 516,90 F1 AL ;

7 D . L F

024 . lI]3 G'J

-‘D(-S B Ty s

‘nzh--- = LR - e " wE A R TS i ! L] T PV TR - S —— —————

Toral 65,.754,1 L3227 Toal 65,754.1 83865 T.52a

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 Parenl Company’s long-term
borrowing as at Decernber 31, 2019,
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Group Parent Company

Loan Loan
L e —— e B 0.0
EUR 456334 EUR 456334
Y S 8532 JBY 00
SEKTTTTTT T o SEK T S g
usb LO71LSs  USD ] 1.071.5
Other currencies 24532 Other currencies 2453.2
Ripght of usc assets
SRR PR st T L
Total 73,921.6 Total 72,619.9

Granted but unutilized non-current credit facilities that may be utilized unconditionally amounted to
SEK 43.0 billion at vear end, These facilities consisted of stand-by facilities for loans with varying
maturities between 2021 and 2024, A fee is charged for granted credit facilities, which is
recognized under Administration costs in the income statement and under Other current receivables

in the balance sheet, see Note 14,

Note 19 Other non-current liahilities

Dec. 31,2019

Parent Company
Dec. 31, 2019 Dec, 31, 2018

Group
Dec, 31, 2018

Qutstanding interest and currency derivatives L SO 1. SOOI ... OO ..
Othernon-current [tabibities = 0§ 0§ G5 03
Tutal 214.0 1458 2.0 143.6
MNote 20 Current liabilities to credit instifutions
Graup Parent Company
Dec. 31,2019  Dee. 31,2018 Dec. 31, 2019 Dee. 31, 2018

Short lerm bank loans and other foans
Oulstanding inlerest and currency detivalives
Total

)

LA29aa3 340603 304110

P S — ]
34.906.5 33,340.1 344758 30,7925

Granted overdraft facilities amount to 1,697 (2,321) in the Group and 972 (964) in the Parent

Company.
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Note 21 (ther current liahilities
Kongernen Maoderbolaget
Dec. 31,2019 Dec. 31, 2008 Dec. 31,2019 Dec. 31,2018
Accrued interest expenses and prepuid interest income 364 q25r.
Outslanding interest and currency derivatives - 1398 1236
Woges, salaries and taxatsouree S E e S
f}ﬁ:_r;{}_ﬁdp.f_%ﬂﬁﬂﬂﬂ; and deferred income o oraen 7.7 .68
Other current liabilitics e 5 i .5 A7
Total 768 5779
Note 22 Contingent liabilities
! Group Parent Company

Dee. 31, 2019 Dec. 31, 2018 Dec. 31, 2019 Dec, 31, 2018

Contingent liabilities on behalf of other Group

SOMPANCS e el 13K S2LT 5138
o ol e ———— ————— St [ S | S
Total contingent liabilities 5217 514.8 522.7 S14.8
Contingent labilities received from other

Group companies, which reduce net obligations ~ -521.68  -5138 52168 5138
Total contingent liabilities, net 1.1 1.0 1.1 1.0

Note 23 Financial instruments

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.
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Note 23.1 Carrying amounts and fair values of financial instruments

it Lirnup Purent Company LELIETT Parcnt Company
Dhec, 31, 2019 Toec, 31, 20114 Dec. 34, 2IHE D 31, 2018
Carrying Fair valoe Cavrying Fair vulue E’",'““E Fair value f.‘zn:_';mu_ Fair value
Walue Vilue Yalue Value
Ansets
Finamcial assers at fair value through the
ingnme siilemeni
Thatataoding ineerest and corrsne risk
4 - WA 99 lewes. . Adsst o LOMEL | 06T NM06T  Bste | 33w
o 1,976.9 CE] 10351 18351 36067 36067 3.5%0.6 55860
Finanvial asgsels meeaswred ar amortieed
st
Reraivanles from Gy Campany lnkeey 1TGGMG  1T3EN 1599598 1613514 1SRANE | ISHZ6AT
_!E_]I_.]_l::_f_.l..rJ-e:n_'i.l beariyg receivables A L1 Jisa o T TR T8:] FE.
177.778.6 170057 170,133.6 1alA374 161.620.5 156, 708,7 154,544.4
Cush wnd cush syuivabenis 40,2 1,10 A1, 182.0 L1821 31 EIHL3 32 H01L3 32.781.5 3L THLS
Linhdlities
Financial lialibities at fair valoe theangh
the ingoemp stnbermen @
Ctsianding inlerest aob curmeney nsks 1515,
dorlvaives . 3001 22080 2,208 | B1OTH 14327
2,Mi5.1 2151 L1674 14527

Financial labilivles measured at amvrticed
Ensl *A*

P bern b B il sl Lt

k Joans rnd other Loans

Pryuble o L!m."}“.{:'.;;':']!:"'!-"'. o . = = 2 e i A i oLt
203 AN 108, T3 EH 1755031 177,095
Trude Puvubles 2 1.3 21 20 1.7 1.7 I-5 1.5

**The crodit risk 15 included in fhe messuremment of the air value of Hahilites and loans, as well as recervables and habilities fromdm
Ciroup comparies, bond loans, bank loans and other loans o level 2,

*#Grass exposute of derivatives with positive values has been reduced by 88% (83%0) through neting agreements and lguidity
transfers to 2290 (620,11

F:5 I the consolidated halance sheet, financial liabilites include loan-relared dedvative instruments.of 18550 (1,163.7).

The carrying amounts and fair values of the Volvo Treasury Group’s financial instruments are
compared in Table 23, The classification of accounis receivable, loan reccivables and other interest-
bearing reccivables has been changed from the category loan receivables and accounts receivable to
the category financial assets measured at amortized cost.
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Note 23.2 Income, expensces, gains and losses related to financial instruments

The 1mpact of gains and losses, as well as interest income and interest expense. on the Volvo
Treasury Group’s gross carnings for the various categories of the financial instruments is shown in
the table below.

Group Group

Ihee, 31, 20019 Thee, 31, 2018
Interest  Interest Interest  Interest
Cains.  Losses income  expense Gains  Losses  inceme  cxpense

Financial assets and liabilities at FYTPL®
Marketable secuniies. NI TSRl
lnterest and currency rale derivatives B 7% O R

Fin alued at amortised costs B N o O

Caghgnd cashequivalents 2014 3517 86 -
Finacial liabilities valued atamortized cost 42744 9694 - 13067 4538 BISAE - 106
Effect on Gross income 42058 -4,788.2 3 HIMF -3,112.1 46350 50064 19990 -2.5121
Parent company Parent company
Bec. 31, 2019 Dec. 31, 2018
Interest Interest Interest  lwterest
Gains:  Lossey income  expense Gaing  Losses income  expense

Financial assets and liabilities ai FYTPLA
Marketable securities ST e g

and curnncy rutc derivatives

Financial assets valued at amortised eosts

N T 1

Cash and cash equivalents

Finacial liabilities valued at amortized cost 42744 9950 . 02750 45318 3de02 iiedad
K ffect on Givoss income 42957 _47RL0 37390 S5041.4 41,6380 50194 28727 24324

* Acerued and realized interest is included in gains and losses nelated to financial asscts and liabilitics measured at FVTPL,

Below 1s an account of derivative instruments and options on financial and commercial asscts and
liabilities, The nominal amount represents the pross 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.
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Interest-rate swaps
- receivable position ™S
- pamblf, position
Interest-rale forwards and futures

- receivable position 3

Group
Dec. 31,2019 Dec. 31, 2018
MNominal Carrying MNominal Carrying
Amount value Amounl value
LTEOALS 9113 1050270 31507
1779617 20871 1288859 11552

E s s— s
l"nrciﬂ'n exchange forward contracts
receivableposiion 266069 10594 266315 456.0
payableposition T T e S S s
Options purchased, caps and floors
crecelvableposition 482 54 961 0l
SUDNEI, e e e s IR WL SR .
Options written, caps and floors
SOPRTR IR i s SO o s
SRE I, i i, ensse BR e Sl IEE L B0
Total -231.2 2,174.1
This is a true and accurate
transtation of = Parent Company
Dec, 31, 2019 Dec. 31, 2018
{Certliiec Nominal Carrying Nominal Carrying
{ john Lightowler Mmoot value Amount value
Interestrate swapsAuthorized Translator
- receivable position LIRS . SOES . T 2?[]'[____________]_?4"'
- payable position o T ' 1@__313?__1 =2 0726 _=1191.4
Tnterest-rate forwards and futures -
- receivable position = e e o e e S
- payable position sl i =W __- -
rﬂn.‘:ign cxchange forward contracts -
GIECaERls pogOn ORISR N, 11
paysbleposition sosim 132906 1088 184796 3062
Opticns purchased, L-leS and floors
_-receivable positiomn B T . - R L o AR
T T e SN | R R
Options written, caps and tloors
precovableposibion g o APV R TR -
payableposion 7 R TN 72
Total -132.6 2,189.0
Nute 24 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.

Auditor's Repon has been provided by Deloiie ]
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The 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 25 Transactions with related parties
All [inancial transactions with companics within the Volvo Group are carried out on market terms.

Receivables and labilities outstanding to companies within the Volvo Group are shown in the
balance sheel. 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 Mceeting for approval.

Volvo Treasury AB (publ) is a wholly owned subsidiary of AB Volvo (publ) corporate identity
number 356012-3790, domiciled in Gothenburg and is encompassed by the Annual and

Sustainability Report prepared by AB Volvo. [ _“‘mforrmtmn please refer to the annual
repart prepared by AB Volvo.

-nl—'

Note 26 Cash-flow statement
Group
Non cash items
Unrealized
exchange rate
Cash-flow from financing activities  Note 1 January 2019 Cash flow  effects EV waluation  Dee. 31, 2019

18 T )
L, N 1528 D6RRD
19 T )
- I63a e 340065

10.697.6
“Group contributions received’granted are recognized under the item Receivablediabilitics with Group companies (in the Volvo

Giroup) 1o the halunce sheel and are muwml_ﬁgmmmmﬂhw.qe{i }in bending o Group companics and increase

(+)deerense (<) in borrowing from Gisupiaompanies i lheitomatioup contnbutions received/granted in the cash-Now stdemerit,

translation of Luwerisinal document
Parent company /

LA = 1T B P oo ecemmee RO RO RO LS MNon cash items
John Lightowler Unrealized
Authorized Translator exchange rafe
Cush-flow from ﬁnantinguﬁﬁﬁ—?ﬂuﬁe—rmm Tlow  effects FY valuation  Dec, 31, 2019
Group contributivns received R ek e T S e P
Uroup contributions granted L T ST 5
“ﬂﬂdlﬂdﬂ“ g IO | ITRUSNPROE ., o1 SRR )it b RN, |
W el L SN )
19 1438 NS Y
W doyeds Ay

12,3534
Fliroup contribulions received‘granted are recognized vnder the irem Receivablediabilides with Group companies (in the Yalvo
Group} in the bafance sheet and are moved [rom the flems ingrease () /decrease (+) in lending to Group cotipanies s inerease
{H¥decreise (-] in bormowing friom Grioup companics to the ftems Grogp contributions received orumted in the cash-flow statement.
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Note 27 LEwvents after the close of the fiscal year
No events occurred after the close of the fiscal vear that significantly affected the eamings or
position of the Group or the Parent Company.

Note 28 Proposed disposition of unappropriated earnings

[Translator’s note: tables updated for new tables supplied by Volvo, these are accurate translations
of the original]

The following earnings are at the disposal of the Annual General Meeting:

Retained eamings 15.147.370.061

Net income 252,785.377

' SEK 15.400.155.438
The Board of Dircetors and t ropose that the above sum be appropriated as follows;
To be carmed forward SEK 15.400.155.438

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

The Board of Dircctors 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 carnings. 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 eamings.

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 13, 2020

Thomas Lestin Frederik Ljungdahl

CEOQ Chairman

Sune Martinsson Erik Annerstedt
OQur Auditors” Report was submitted on March 13, 2020 This is a true and accurate
Deloitte AR original document

Fredrik Jonsson
Authorized Public Accountanl

42 (50)
[Translaoe’s Mote: This repor is a rranstation of the Swedish language onginal: In the cvent of any differences hetween thes translaton wnd the
Swodish omgimal, the latter shiall prevanl, The tables m tis tanslation heve been provided by Volve Trewsury AD amd Jive ol been Ganelaled. The
Auditor's Report has been provided by Deloitte ]



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

Auditor’s report
This auditor’s report is a translation of the Swedish language original. In the events of any
differences berween 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 356135-4449

Report on the annual accounts and consolidated accounts

Opinions
We have audited the annual accounts and consolidated accounts of Valvo Treasury AB {publ} for the financial yvear 2019-01-01
- 2019-12-31. The annual accounts and conzolidated accounts of the company are included on pages 1 = 42 in this docurment,

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 2019 and its financial performance and cash
flow for the vear 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 2019 and their financial performance and cash flow for the year then ended in accordance with International
Financial Reporting Standards {IFRS), as adepted 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,

Dur ppinians in this report on the annual accounts and consolidated accounts are consistent with the content of the additianal
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 aur audit in accordance with Intermational Standards on Auditing (ISA) and generally accepted auditing
standards in Swedean. Our responsibilities under those standards are further described In the Acditor’s Responsibilities section.
We are independent of the parent cormpany and the group in accardance with professional ethics for accountants in Sweden
and have otherwise fulfilied cur ethical respansibilities 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 Reguiation (53772014} Article 5.1 have
been provided to the audited company or, where applicable, its parent company or its contralled companies within the EL,

We believe that the audit evidence we have obtalned s sufficient and appropriate to provide a basis for our opinions,

Key Audit Matters

Koy audic matters of the audit are those matters that, in our professional judgment, were of mast 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 whale, but we da not provide
a separate opinicn on these matters.

Kev Audit Matter

Volvo Treasury enters deals for financlal derivative instruments with credit institutes to hedge risks for fluctuations in currency
exchange rates and interost rates. The valuation of these finandial 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 contrels for input data in valuation
models, changas in models applied and validation of data output towards counterparty.

- We have audited the input data applied by managament to determine valuation of the financial derivative portfolio.

. We have audited valuation of finanscial derivative instruments by comparing carrying falr value to independent
valuation or counterparty.

. We have audited completensss and accuracy in the disclosures related to financial derivative instruments.
- Our speclalist on financial Instruments has been involved during the audit and performance of the audit procedures,

« We have, in collaboration with our specialists on IT-awdit, audited general [T-controls and relevant application
controls for the Treasury systemn 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 ara 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 ta enable the preparation of annual accounts and
cansolidated accounts that are free from material misstatement, whether due to fravd or error,

In preparing the annual accounts and consolidated accounts, The Board of Directors and the Managing Directar are responsiblo
for the assessment of the company’s and the group's ability to continue as a going concern, They disclose, as applicable,
matkers related to going concern and using the galng 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 liguidate 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 cansolidatad accounts as 2 whole
are free from material misstatement, whether due to fraud or error, and to lssug an auditor's report that includes our opinions,
Reasonable assurance is a high level of assurance, but is not & guarantee that an audit conducted in accordance with 1SAs and
generally accepted auditing standards in Sweden will always detect a material misstatement when [t exists. Misstaternents can
arise from fraud or error and are considered material if, individuzlly or In the aggregate, they could reasonably be expected o
Inflizence the economic decisions of users taken on the basis of these annual accounts and cansalidated accaunts.

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

s Identify and assess the risks of material misstatement of the annual accounts and consolidared accounts, whather due to
fraud or error, design and perform audit procedures respansive to those risks, and cbtain audit evidence that is sufficient
and apprapriate to praovide a basis for aur apinions, The risk of not detecting a8 material misstaterment resulting from fraud
is higher than for one resulting from errer, as fraud may invalve collusion, fargery, intentional omissions,
misrepresentations, or the override of Internal control,

«  Obtain an understanding of the company’s internal control refevant to our audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpese of expressing an cpinion on the effectiveness of the
company's nternal cantrol,

= Evaluate the appropristeness of accounting policies used and the reasonableness of accounting estimates and related
disclnsures made by the Board of Directors and the Managing Director.

= Conclude an the appropriateness of the Board of Directors” and the Managing Director’s use of the going cencern basis of
aocounting in preparing the annual accounts and consclidated accounts, We also draw & conclusion, based on the audit
evidence obtained, as to whether any material uncertainty exists relatod to events or conditions that may cast significant
doubt an the company's and the group’s ability ta continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report ta the related disclosures in the annual accounts and
consolidated accounts or, if such disclosures are inadeguate, to modify cur opinion about the annual accounts and
consalidated accounts. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future evants or conditions may cause a company and 2 group to cease to continue as a qoing concern.

=«  Evaluate the gverall presentation, structure and content of the annual accounts and consolidated accounts, including the
dizclosures, and whether the annual accounts and consclidated 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 rezponsible for aur apinions,

We must inform the Board of Directors of, among other matters, the planned scope and timing of the audit. We must alsoe
infarm of significant audit findings during cur audit, including any significant deficiencies in internal contral that we identificd.

We must also provide the Board of Directors with 2 statement that we have complicd with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other marters that may reasonahbly 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
migstatemant, and are therefore the key audit matters, We describe these matters in the auditar’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 consalidated accounts, we have also audited the administration of the
Board of Directors and the Managing Director of Yolva Treasury AB {publ} for the financial year 2019-01-01 - 2019-12-31 and
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the proposed apprapriations of the company’s profit ar loss,

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

Basis for Opinions

We conducted the audit in accordance with generally accepted auditing standards in Sweden, Qur responsibilities under those
standards are further described in the Auditor’s Respansibifities section. We are independent of the parent company and the
graup in accordance with professional ethics for accountants in Sweden and have ctherwise fulfilled our ethical responsibilities
in accordance with these requirsments.

We believe that the audit evidence we have obtained is sufficient 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 campany's and the group's equity,
consalidatinn requirements, liquidity and position in general.

The Board of Directors is respansible far the company’s organization and the administration of the company’s affairs. This
includes ameng other things continuous assessment of the company’s and the group’s financial situaticn and ensuring that the
company's organization s designed so that the accounting, management of assets and the company's financial affairs
otherwise are controlled in a reassuring manner. The Managing Directar shall manage the ongoing administration according to
the Board of Directors’ guidelines and instructions and among ether matters take measures that are necessary to fulfill the
company’s accounting in accordance with law and handle the management of assats in 8 reassuring manner,

Auditor’s responsibility

Our abjective concerning the audit of the administration, and thereby our epinion about discharge from liability, is to obtain
audit evidence to assess with a reasonabie degree of assurance whether any member of the Board of Directars or the
Managing Directar in any material respect:

= has undartaken any action or been guilty of any omission which can glve rse te liability to the company, or
+ in any other way has acted in contravention af the Companies Act, the Annual Accounts Act or the Articles of Assoclation.

Our objective concerning the audit of the proposed appropriations of the company's profit or loss, and thereby sur apinion
about this, is to assess with reasonable degree of assurance whether the proposal is in accerdance with the Companies Act.

Reasonabile assurance is a high level of assurance, but is not 8 guarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions or omissions that can give rise ta liability to the company, or
that the propesed 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 acceptad auditing standards in Sweden, we exercise professional judgment
and maintain professional scepticism throughout the audit. The examination of the administration and the propoesed
apgropriations 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
cxamination on such actions, areas and relationships that are material for the cperations and where deviations and violations
would have particular importance for the company's situation. We examine and test decisions undertaken, support far
decisions, actions taken and other circumstances that are relevant to our opinion concerning discharge fram liahility, As a
basis for our opinion on the Board of Directors’” proposed appropristions of the company’s profit or loss we examined wheather
the proposal is in accordance with the Companies Act.
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Deloitte AB, was appointed auditor of Volva 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 13th, 2020

Celoitte AB

Fredrik Jonsson
Autharized public accountant

46 (50)
[Translator’s Mote: This report s o translution of the Swedish lanpuape onginal, In the event of any differoncics between this translation and the
Swedish ariginal, the latter shall prevail, The tables i this wanslation Tiave been provided by Volvo Treesuny A and have not been translated. The
Aunditor's Repon has been provided by Deloime, |



' AB (publ) Corp. Reg. No. 556135-4449

>
-
=
LA
ernance Report

AB (publ) has issued debt securities 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 holds all the voting
rights al the shareholder’s general meetings,

Introduction

The Board of Directors of Volvo Treasury AB (publ) comprises four members with no deputies, All
of the members were elected at the scheduled general meeting of shareholders for a period of 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 Mecting, The
Articles of Association may be amended through resolution by the general meeting of shareholders
m 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,

Volvo Treasury AB (publ) has decided not to establish an Audit Committee. In light of the above,
the Board of Directors of Volvo Treasury AB (publ) is responsible for the performance of the tasks
specified i Chapter 8 Section 49(b) of the Companies Act (2005:551) and the tasks of the Audit
Committee pursuant to Regulation (EU) No 537/2014 of the Furopean Parliament and of the
Council of 16 April 2014 on specific requirements regarding statutory audit of public-interest
cntitics and repealing Commission Decision 2005/909/EC, in its original wording.

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 Volve Group’s policics and puwdelines.
The following text describes how the intemal control is organized within the Volvo Group in
general and withim 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
continueusly provide solid and improved internal comtrols 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 n key processes related to financial reporting. AB Volvo's Awdit 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 n the Group comply with the principles and rules that are stated in the

Group's directives, guidelines and instructions for financial reporfing. The Hgadiot dhedngemal
translation of teeTirgi
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Audit function reports directly to the CEO, the Group’s General Counsel and to the Audit
Committee of the Board of AB Volvo.

The Volvo Treasury Group's controller function has a specific function for internal control, which
gims to provide support to the Volvo Treasury Group’s Board that will allow it to continuously
provide solid and improved internal controls relating to financial reporting.

Control environment

Fundamental to the Volvo Group’s control environment is the corporate culture that is cstablished
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 orpanization.

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 existing 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 Commuttee, and by Volvo Treasury Group’s Board of Directors, by
identifving significant risks and how thev should be managed and counteracted. The evaluation ol
the degree of risk that is required for errors to appear in the financial reporting 18 based on a number
of criteria, for example the complexity of the accounting policies, the valuation principles for assets
and habilities and complex or changed business circumstances, ete. The identified risks, together
with requisite mitigating control targets, are collected in a framework for internal control of
financial reporting, Volvo Internal Control Standard (VICS).

Control activities

The Volvo Group’s Board of Directors and its Audit Committees as well as the Volvo Treasury
Group’s Board of Directors constitute the overall supervisory body for internal control. Several
control activities are applied in the ongeing 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 targets defined in the VICS framework. Control activitics range
from review of outcome results at management group meetings to speecific reconcibation of
accounts and analyses of the ongoing processes for linancial 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 Lo all employees concerned. The Volve Group
accounting department holds a direct operative responsibility for ongoing financial accounting
which is aimed at ensuring a uniform application of the Group’s puidelines, policies and
instructions for the finaneial reporting, and at identilying and communicating shortcomings and
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Ongoing responsibility for following up Volve 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 cvaluation plan is
settled 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 arcas 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 Conduet,

2. Process controls at transaction levels: Processes related to the financial reporting are evaluated
by testing of routines/controls based on a framewotk for intemal 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.

The results of the evaluation activitics are reported Lo the Volvo Group’s Board of Directors and its
Audit Committees as well as to Volvo Treasury Group’s Board of Directors.

Gothenburg, March 13, 2020
Vaolvo Treasury AB (publ)

Board of Directors

This is a true and accurate
translation of th inal document

John Lightowler
Authorized Translager
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Auditor’s report on the Corporate Governance Statement

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

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

Engagement and responsibility

The Board of Directors who is responsible for the corporate governance statement for the financial
vear 2019-01-01 - 2019-12-31 on pages 47 - 49 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 helieve that the examination has provided us with sufficient basis for our
opinions.

Opinions

A corporate governance stalement has been prepared. Disclosures in accordance with chapter 6
section 6 the second paragraph points 2—6 of 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,

Gothenburg, March [3th, 2020
Deloitte AB

Fredrik Jonsson
Authorized Public Accountant

[Translator’s Note: This report i a translation of e Swedish language oiginal. In the event of any differences betwéen this eranslation and the
Swedish omminel, the letter shall prevail. The tahles incthis rranslation have been previded by Volvo Treasury AD and have not heen translated, The
Auditor’s Report has been provided by Delpitte |



