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Volvo Group's Annual and Sustainability Report 2019 includes with more detailed information on management approach and
sustainability disclosures in an integrated manner. This docu- data. Global Reporting Initiative's (GRI) Standards have been
ment collects these disclosures, and in some areas complements chosen to report according to application level 'Core'.
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SUSTAINABILITY NOTES

General Disclosures

ORGANIZATIONAL PROFILE

m Name of the organization

The name of the company issuing this report is AB Volvo (publ). The

company is the parent company of the Volvo Group.

m Activities, brands, products and services

The Volvo Group is one of the world’s leading manufacturers of

trucks, buses, construction equipment and marine and industrial
engines. The Group also provides complete solutions for financing
and service. The brand portfolio consists of Volvo, Volvo Penta, UD
Trucks, Terex Trucks, Renault Trucks, Prevost, Nova Bus, Mack and
Arquus. Joint ventures are held with the SDLG, Eicher and Dongfeng
brands. More information is available on pages 2—3 in the Annual
and Sustainability Report.

m Location of headquarters

The Volvo Group is headquartered in Gothenburg, Sweden.

m Location of operations

The Volvo Group has production facilities in 18 countries and sells its

products in more than 190 markets. The company was founded in
Sweden in 1927 where the Volvo Group still operates a significant
part of its operations. Other significant operations are found in the
US, Brazil, India, France, Japan and China. For more information
about major production facilities, please refer to page 59 of the
Annual and Sustainability Report 2019.

m Ownership and legal form

AB Volvo (publ) is a publicly-held company, and its shares are listed

on the stock exchange Nasdaqg Stockholm, Sweden.

m Markets served

The Volvo Group sells its products in more than 190 countries. The

Group's five largest markets are the US, France, United Kingdom,
Japan and Germany. Please refer to page 129 of the Annual and Sus-
tainability Report 2019 to view the share of net sales by market and
business area.

i FEr @l Scale of the organization

Volvo Group's net sales amounted to SEK 432 billion in 2019. See
page 128 of the ASR19 for segment reporting.

Number of products delivered in 2019 was: Trucks 232,769;
Construction Equipment 86,885; Buses 9,731; Marine engines
18,135; Industrial engines 21,324. See page 56 and 71 of the the
Annual and Sustainability Report 2019.

Information on employees
and other workers

Total number of employees by employment contract,
by gender and region

Agency/ Total work-

Permanent Temporary consultants force
Men Women Men Women
Europe 39,795 10,332 741 339 6,485 57,692
North
America 14,172 3,578 144 42 718 18,654
South
America 4,561 905 397 84 131 6,083
Asia 14,435 3,388 819 116 1,160 18,958
Africa and
Oceania 1,841 528 91 83 55 2,598
Group
total 74,844 17,731 2,192 669 8,549 103,985

Total number of employees by employment type, by gender

Full time Part time

Men Women Men Women Total
Group
total 76,407 17,296 813 920 95,436

The employee data above has been extrapolated from different sources.
The financial consolidation system does not include data on employ-
ment type. The ratio of women and men by employment contract and
region has been collected from human resource systems and then
applied to the number of registered employees as reported in the finan-
cial systems per December 31,2019.

m Supply chain

As one of the world’s leading manufacturers of trucks, buses, con-

struction equipment and marine and industrial engines, the Volvo
Group is highly reliant on robust global and local supply chains to
deliver components, parts and complete services and systems.

In 2019, the Volvo Group bought goods and services for SEK
299.6 billion and 2.5 billion parts were delivered to production
plants around the world. In total, around 51,000 Tier 1 suppliers
deliver products and services to the Volvo Group, for more informa-
tion about supply chain management, please refer to pages 54—55
of the Annual and Sustainability Report 2019.


https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=4
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=4
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=61
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=61
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=131
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=131
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=130
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=130
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=58
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=73
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=56
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=56
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Significant changes to the organization
and its supply chain

No significant changes of the Group's organization or supply chain
have affected the reporting set out herein for 2019.

m Precautionary principle or approach

The Volvo Group applies a precautionary principle in its work with

continuous improvements. This is exemplified by the life-cycle man-
agement approach taken when developing trucks, buses, construc-
tion equipment and other vehicles and machinery. Applying life-cycle
approach provides insights for decision making on environmental
gains and potential trade-offs. This approach is the foundation for
the Volvo Group Environmental Policy.

m External initiatives

The Volvo Group is a signatory of the UN Global Compact. It further

recognizes and supports several international conventions and prin-
ciples, including the International Bill of Human Rights, the ILO eight
fundamental conventions, the UN Guiding Principles on Business
and Human Rights and the OECD Guidelines for Multinational
Enterprises. In addition, the Group participates in a number of global,
regional and local initiatives to advance its main industries in terms
of sustainability.

The Climate Savers program by the WWEF is one of the most
commonly known initiatives where the Group has established tar-
gets and activities to transform its operations and products to con-
tribute to a low carbon future. In addition, the different business
areas within the Volvo Group have initiated a number of magnifiers
using business to drive clean technology innovation, read more on
volvogroup.com/climate.

The Group also aligns and communicates its work with the UN
Sustainable Development Goals, see pages 33—37 in the Annual and
Sustainability Report.

m Membership of associations

The Volvo Group Code of Conduct is the foundation of member-

ships and partnerships with NGOs, civil society, as well as trade
associations.

The Group's memberships can be summarized in the below cate-
gories:

* National and transnational chambers of commerce

* Equipment and machinery manufacturers' associations

» Associations of transport and logistics companies

 Technical associations for development of various vehicle
drivelines, (e.g. electric vehicles, gas vehicles and combustion
engine vehicles)

» Automotive federations and associations

* Standarization associations

* Employment, education and vocational training

* Alternative fuels and energy storage

» Public debate forums and discussions boards

* Organizations for road safety, environmental protection
and scientific advancements

An updated list of specific memberships 2019-2020 can be made
available upon request.

STRATEGY

The Volvo Group’s mission is to “Drive prosperity through transport
solutions”. The Group’s products and services are continuously
developed to support sustainable societies and the well-being and
safety of people. With this mission in mind, the Volvo Group strives
to achieve its vision to be the most desirable and successful trans-
port solution provider in the world. The Volvo Group’s aspirations are
to have leading customer satisfaction for all of its brands in each seg-
ment; to be the most admired employer in the industry and to have
industry leading profitability.

The Group’s values — Customer Success, Trust, Passion, Change
and Performance — are the cornerstone of the Group’s company cul-
ture. The Volvo Group Code of Conduct clearly defines expectations
on the way the Group runs its business — not just in a few places, but
wherever the Group operates. The Code of Conduct summarizes

what the Volvo Group stands for and what Volvo expects from its
employees. Seven strategic priorities set the direction for the
Group. They describe the key fundamentals of the Volvo Group
strategy such as customer focus, decentralization, empowerment
and profit and loss responsibility for its brand organizations, contin-
uous improvements as well as the importance of utilizing the Group
strengths to increase synergies, profitability and to take leadership
in key technologies. Based on the Group'’s strategic priorities, each
Business Area defines its own operational plans. The long-term
plans, such as the Group’s industrial and product plans, are also cru-
cial parts of the Group’s strategic direction.

Environmental, social and financial sustainability aspects as well
as ethical business conduct are integrated in the Volvo Group’s over-
all strategy and business model.


http://volvogroup.com/climate
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=35
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=35
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m Statement from senior decision-maker

Collected from the CEO letter in the Volvo Group Annual and Sus-
tainability Report on page 6-7.

"Population growth, urbanization, digitalization and a continuously
expanding middle class are leading to increased transport needs and
we must meet these increased needs sustainably. Efficiency improve-
ments through new technologies will be necessary in helping us to
resolve this, and our industry is undergoing what is perhaps its great-
est transformation ever. We are driving rapid technology development
in such areas as connected, electrified and autonomous vehicles. This
development is also accompanied by new business models, which
give us completely new opportunities to generate value for our cus-
tomers and for society through transport solutions that are more effi-
cient, safer and more sustainable. To meet the climate challenge, new
and stricter legislation on carbon emissions from our products is also
introduced. This contributes to driving the shift toward a more sus-
tainable transport industry."

Martin Lundstedt, President and CEO, Volvo Group

m Key impacts, risks, and opportunities

The Volvo Group deploys an Enterprise Risk Management (ERM)
process to continuously identify risks and uncertainties for the

Group’s business operations. Essential strategic, operational, com-
pliance and financial risks for the Group are reported in an inte-
grated manner in the ERM section on pages 102—109 in the Annual
and Sustainability Report 2019.

While the risks covered in the ERM section focus on the main
strategic, operational, compliance and financial risks for the Volvo
Group, the below lists the main sustainability impacts from the
Volvo Group's activities. Where a relevant GRI standard exists, the
impacts below are further detailed in the report as specific disclo-
sures on pages 10—24.

Environmental impacts
The main environmental topics in the use phase of sold products is
greenhouse gas emissions. This is mainly due to the usage of fossil
fuels within conventional technologies. In operations and supply
chain the main environmental topics relate to energy usage, waste,
use of chemicals, freight emissions and resource scarcity.
Continuous efforts are made to reduce negative environmental
impact of existing technologies and to take advantage of new tech-
nologies. For products, this includes improvement of existing tech-
nologies and the offering of alternative solutions, including electri-
fied vehicles. All of which together presents significant market
opportunities for the Volvo Group. Within operations and supply
chain focus areas are to reduce environmental impacts by improving
energy efficiency, increasing use of electricity from renewable
sources, reducing waste to landfill, reducing freight emissions.

Employee related impacts other social impacts

The main impacts from the Volvo Group's activities in relation to
employees are connected to occupational health and safety,
employment, diversity, equal opportunities and development for
employability and life-long learning.

Occupational safety is managed from the perspective that acci-
dents can be prevented. The Volvo Group is a decentralized organi-
zation and each business is responsible for the management of
occupational health and safety. Diversity and inclusion is a key ele-
ment in preventing discrimination as well as a driver to increase
employee commitment and performance. Another dimension of
health and safety is that of customer and end user safety. The Volvo
Group’s safety ambition is zero accidents involving its products and
vehicles. This is also an area associated with market opportunities.

On education, the Volvo Group supports individual development
of employees to empower life-long employability. At the same time,
the Volvo Group uses its business and operations to facilitate voca-
tional training and higher technical education.

Human rights
Human rights impacts may materialize not only in the Volvo Group's
operations, but also through business relationships and in the value
chain. The Group is aware of that conducting business in certain
parts of the world constitutes higher risks in relation to human
rights and has identified certain countries where the Volvo Group
has a substantial number of employees and/or close business part-
ners, which are considered as high risk in this respect. The Group is
also aware that potential linkage through the supply chain as well as
Group products and services to segments such as the electronics
industry, mining industry and heavy infrastructure projects consti-
tutes higher risks for human rights violations. The Group works with
due diligence to identify and mitigate negative human rights
impacts within its operations and value chain, focusing on the areas
where it has the highest risks to cause, contribute or be linked to
adverse human rights impacts.

Social sustainability aspects is an increasingly important topic for
our stakeholders and effective governance of human rights is key to
the long-term business success of the Volvo Group.

Anti-corruption
The Volvo Group has business operations and do business, directly
or indirectly, in many countries which can be considered as high risk
from a corruption perspective. The Volvo Group Code of Conduct
states that all Volvo Group entities shall compete in a fair manner on
the merits of its products and services and that it is not allowed for
employees or others that work on its behalf to participate in or
endorse any corrupt practices. These principles of compliance are
implemented through dedicated compliance programs, including
specific anti-corruption compliance programs.

Ethical business conduct builds trust with customers, business
partners and society, which is key to the Group's overall business
success.


https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=8
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=8
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=104
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=104
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ETHICS AND INTEGRITY

Values, principles, standards,
and norms of behavior

The Volvo Group Code of Conduct sets the requirements on how to
conduct business and behave when representing the Volvo Group.
In summary, the Code of Conduct includes requirements on:

* Mutual respect e.g. how we treat each other,
health and safety at work, human and labor rights

» Earning business fairly and lawfully e.g. product compliance,
competition law, anti-corruption

 Separating personal interests from business activities,
e.g. political activities, insider dealing

» Safeguarding company information and communicating
transparently and responsibly

The Code of Conduct is complemented by other policies that describe
in more detail how to address its minimum standards. An e-learning
is launched on an annual basis to support employees in understand-
ing the expectations and requirements for how to do business in line
with the Code of Conduct.

Our values

Customer Success: We make our customers win.
Trust: We trust each other.

Passion: We have passion for what we do.

Change: We change to stay ahead.

Performance: We are profitable to shape our future.

Mechanisms for advice and
LY@ concerns about ethics

The Volvo Group offers various channels to internal and external

stakeholders to report on potential ethical concerns or violations of
the Volvo Group Code of Conduct and related policies.

A whistle-blower policy encourages all employees to report sus-
pected violations to their managers or other management repre-
sentatives. If reporting to superiors is not feasible or possible, or is
not taken seriously, employees have the possibility of escalating
suspected violations to Corporate Audit and the opportunity to
remain anonymous where permitted by law. The Volvo Group does
not tolerate retaliation against a person for making complaints in
good faith of violations or suspected violations against the Code of
Conduct.

The Group's whistle-blower process is publicly available on
Volvogroup.com and can be used by all stakeholders.

Mission

Driving prosperity through transport solutions.
Vision

To be the most desired and successful transport solution
provider in the world.

GOVERNANCE

m Governance structure

The General Meeting of AB Volvo is the highest decision making
body. At the General Meetings, the shareholders exercise their voting
rights with regard to for example the composition of the Board of
Directors of AB Volvo and the election of auditors. An Election Com-

mittee, appointed by the Annual General Meeting of AB Volvo, sub-
mits proposals to the General Meeting concerning the election of
Board members and Board Chairman as well as proposals for resolu-
tions concerning remuneration of the Board. The Board of AB Volvo is
ultimately responsible for Volvo’s organization and the management
of its operations.

The Board of AB Volvo is responsible for the Group’s long-term
development and strategy, for regularly controlling and evaluating the
Group’s performance and for other duties set out in the Company’s Act.
In addition, the Board appoints the President and CEO of AB Volvo.
The Board’s work is mainly performed within the framework of formal
Board meetings and through meetings in the respective committees of
the Board, i.e. the Audit Committee, the Remuneration Committee and
the Technology and Business Transformation Committee.

The CEO is in charge of the daily management of the Group in
accordance with the guidelines provided by the Board and is author-
ized to make decisions on matters that do not require Board approval.

AVOL\/O GROUP

MISSION
VISION
VALUES

CODE OF CONDUCT

The CEO leads the operations of the Group mainly through the Group
Executive Board and the extended Group Management Team. Key
decisions relating to the Group’s offering and technology portfolio are
made by the Product Board and quality-related matters are addressed
in the Quality Board in order to support fast decision making and cus-
tomer focus in this area.

Another key component of the Group’s governance is its policies
and directives, such as the Code of Conduct and policies pertaining
to investments, financial risks, accounting, financial control and inter-
nal audit, which contain Group-wide operating and financial rules for
the operations, as well as responsibility and authority structures.


https://secure.ethicspoint.com/domain/media/en/gui/48120/index.html
https://secure.ethicspoint.com/domain/media/en/gui/48120/index.html
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STAKEHOLDER ENGAGEMENT

m List of stakeholder groups

Grouping of stakeholders and main means of interaction.

Customers

Customers are reached through daily interactions, customer
satisfaction and brand image surveys, dialogue via social
media, joint initiatives and trade associations, as well as thor-
ough surveys and assessments from customer to Volvo Group.

Employees

Review of individual performance, employee engagement sur-
veys, town hall meetings, internal webpages, Global Works
Council meetings, internal online forums and discussions.

Investors

In this category we include both direct investors as well as
analysts who follow and assess the Volvo Group. Dialogues are
held in the form of capital market days, ad hoc investor meet-
ings and specific dialogues, Annual General meeting, annual
and interim reports, press releases and feedback, as well as
questionnaires and surveys sent to Volvo Group.

Business partners and suppliers

In this context, business partners are industrial peers in collabo-
ration activities and initiatives such as academic partner pro-
grams, industry organization memberships and research pro-
grams. Dialogues with suppliers are exchanged via the Volvo
Group's supplier portal, supplier conferences, training ses-
sions, assessments, audits, training and awards.

Society, including governments, media and NGOs

Media and press dialogues, dialogues with NGOs, volunteer-
ing and in-kind giving, training programs, societal engagement
programs, public relations.

m Collective bargaining agreements

In total, 73% of Volvo employees in 23 countries were covered by a
collective bargaining agreement at the end of 2019. It is estimated
that just over 42% were members of an independent trade union.
Compared to the International Labor Organization statistics, this is

significantly higher union density rate than average in the main
countries of operation, e.g. Sweden, the US, Japan and Brazil.

m Identifying and selecting stakeholders

Volvo Group seeks to have an open dialogue with a wide range of

stakeholders and also seeks to integrate stakeholder selection and
dialogues on sustainability topics in ordinary communication flows.
This means the business areas' sales representatives have the main
conversations with customers. Investor Relations coordinates the

m Key topics and concerns raised

Main sustainability risks and opportunities brought up during interactions.

Fuel efficiency and emissions, energy efficiency, intelligent
technology, product safety and security, competitive behavior,
operational performance of products and services.

Employment, health and safety, restructuring, flexibility, electri-
fication, digitalization, training and development, ethics and
compliance, climate impact, diversity, inclusion, equality.

Energy and resource efficiency, business ethics and compli-
ance, climate related risks and opportunities, potential human
rights impacts, environmental management.

Environmental life-cycle management, electrification of trans-
ports, pollution, greenhouse gas emissions, ethics and compli-
ance employment, health, safety and human rights in supply
chains.

Responsible sales, climate change and environmental risks, con-
nection between climate and financial risks, restructuring and
employment, training and development of people outside the
Group’s workforce.

dialogue with analysts and investors. The human resources function
oversees the input from union and employees. The purchasing func-
tion maintains the dialogue with suppliers. Media Relations main-
tain the main dialogue with the business and trade media. Business
partners, societal stakeholders and industry association dialogues
are overseen by central functions covering sustainability, strategy
and public affairs.

m Approach to stakeholder engagement

The overall approach is to cluster stakeholders to identify the main
topics of interest. Dialogues are held continuously to collect input

for further development of the Volvo Group. The intention is to
include relevant information in the Annual and Sustainability Report
and related documents to ensure that all stakeholders get access to
the same information.
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REPORTING PRACTICES

Entities included in the consolidated
financial statements

m Defining report content and topic boundaries

Entities included in the consolidated financial statements are found on Material topics have been shortlisted by analyzing industry drivers
page 184 of the Annual and Sustainability Report 2019. and trends, which in turn present a range of risks and opportunities,

PR YM List of material topics

GRI or other standard chosen to report
Economic categories

» Economic performance

» Anti-corruption

Environmental categories

* Energy
* Emissions

* Waste
* Water
» Environmental compliance

Social categories

e Employment

» Labor-management relations

» Occupational health and safety
* Training and education

* Diversity and equality

» Suppliers social and
environmental assessment

* Human rights

« Customer health and safety

as well as input from stakeholders. Given the complexity of environ-
mental, social and economic topics, the Volvo Group does not seek
to provide exact levels of materiality in a matrix illustration. Issues
considered material have been translated into the below list of GRI

topics.

Boundaries where the topic is material

Financial risks to the Volvo Group's activities in relation to climate.

Anti-corruption in the interface between the Volvo Group and customers,
business partners, governments, agents and intermediaries.

Energy use and emissions in Volvo Group’s own operations, related to goods
transportation and during the customer use phase.

The Volvo Group's management of waste and water from its owned operations
and environmental compliance.

Human resources topics primarily tied to the Volvo Group’s own operations.

Supplier screening and audits, mainly of tier one suppliers.

Potential human rights impacts within Volvo Group's operations, the supply
chain, operations of business partners and in relation to the use of sold products.

Safety and health related to product use phase and the wider impact on road
safety and occupational safety.


https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=186
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=186

VOLVO GROUP 2019 > SUSTAINABILITY »>» GENERAL DISCLOSURES

i PILY: N Restatements of information

No significant restatements have been made.

Changes in reporting

GRI topics taken out: The Volvo Group has taken out a number of
topics from last year's GRI report. These are Procurement prac-
tices, Materials, Marketing and labeling, Local communities and
Customer privacy. These topics may be relevant, however not to the
extent that they are reported in accordance with GRI standards.

Reporting methods: In order to more accurately reflect the actual
CO, emissions within Scope 2 and to recognize the emission reduc-
tion improvements, a change to market based reporting has been
implemented as from 2019. This means that, where applicable,
average greenhouse gas emission factors from in the elecricity grid
have been changed to specific emission factors stated by the elec-
ricity suppliers. More information about market based and location
based reporting can be found in the Greenhouse Gas Protocol Cor-
porate Standard, please refer to ghgprotocol.org.

Reporting period

The reporting period is 1 January 2019 to 31 December 2019.

Date of most recent report

The date of most recent report was 12 March 2019.

Reporting cycle

The reporting cycle is annual.

Questions relating to the content in
the report, the contact points

For questions relating to the content in this report, the contact
points are Investor Relations and Corporate Responsibility.

Investor Relations:

Christer Johansson +46 739 02 25 22
Johan Bartler +46 739 02 2193
Anders Christensson +46 765 53 59 66
E-mail: investorrelations@volvo.com

Corporate Responsibility:

Martina Klaus +46 31323 45 64
Jonas André +46 739 02 63 80
E-mail: csr@volvo.com

Claims of reporting in accordance
with the GRI Standards

With reference to GRI Standards accordance criteria, the Volvo

Group’s Annual and Sustainability Report is self-declared as being
in accordance with the ‘Core’ option.

m GRI content index

A GRI contentindex s available in the Annual and Sustainability Report
2019 on page 224—-226. This GRI report consolidates sustainability
disclosures from the integrated Annual and Sustainability Report in a

numerical order, and in some areas complements with more detailed
information on management approach, data series and explains omis-
sions where relevant.

m External assurance

The Volvo Group has secured external assurance of certain parts of its

sustainability related activities. Limited assurance has been done on
the topics of Energy and Emissions and all other activities undertaken
as part of the Volvo Group's commitment to WWF Climate Savers
can be found within the assurance letter. See volvogroup.com/climate
for more information.

The Group’s Auditor reviews the statutory sustainability report
according to auditing standard RevR 12 as defined on page 211 of
the Annual and Sustainability Report under the title The auditor’s
opinion regarding the statutory sustainability report.


https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=226
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Economic Categories

ECONOMIC PERFORMANCE

Management approach referring to the GRI standards
GRI 201 — Economic performance 2016

Management approach, materiality
and boundaries

In the topic of Economic performance, Volvo Group includes climate
related financial risks to the Group. Please also refer to Strategy and

Governance on pages 4—6.

The Volvo Group is divided into business areas and divisions that are
responsible for their own risk management and deployment of miti-
gating activities. In addition, the Volvo Group works with and Enter-
prise Risk Management (ERM) process, which is a systematic and
structured process to report and analyze risk assessments and mit-
igations as well as to follow-up on the risks that might impact the
Group'’s business from a financial perspective. The objective of the
ERM process is to improve business performance and to minimize
the cost of managing risks. Metrics and targets to measure and
assess risks and opportunities are part of the ERM process.

The Board of AB Volvo oversees the risks and opportunities relat-
ing to the Group's business and operations. Among the global chal-
lenges for the automotive and transport industry, climate change is
a key issue. The risk and opportunities to manage or mitigate these
climate related risks for the Group is part of the ordinary business
operations. In connection with this, the Volvo Group is studying dif-
ferent scenarios with focus on the transformation needed to meet
the ambitions of the Paris Agreement.

One priority is to perform on and further improve existing technol-
ogies, while transforming to alternative technologies and business
models. New technologies is a focus area for the Board and, through-
out the year the Board has paid particular attention to the Group’s
strategic focus on disruptive technology trends and initiatives within
the area of digitalization, electrification and automation. The Board
has also decided on a financial plan and investment framework for
the Group’s operations, including increased investments in R&D for
both electrification and combustion engines to reduce CO, emis-
sions. During 2019, the Group entered into a number of strategic
alliances and partnerships strengthening the Group’s research and
development of new technologies.

pevetorment GLSALS

Main connection to the UN SDGs specific targets

8.1, Sustainable economic growth

13.3, Improve awareness-raising, capacity, mitigation, adap-
tation, impact reduction and early warning on climate change

DECENT WORK AND 1 25!’::!1;[

ECONOMIC GROWTH

Financial implications and other risks and
opportunities due to climate change

In line with the structure of the Group’s enterprise risk management

process, the main risks can be divided into:

1. Long term strategic risks, such as technology shift and/or
increasing government regulation, and,

2. Short to medium term risks, such as customer satisfaction,
physical disruptions of the production system and environmental
regulation.

See table on next page »
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m Financial implications and other risks and opportunities due to climate change

The below risk are gathered from the Volvo Group's enterprise risk management section on pages 103-109

in the Annual and Sustainability Report 2019 where references and further comments are provided.

TIME

Long
term

Short-
medium
term

RISKS

Technology shift and convergence

Balancing the research and development resources between the traditional and
new technologies is strategically important for the Volvo Group. New technolo-
gies arising from digitalization, and an increasing awareness of climate change,
will enable autonomous, electric and connected vehicles to deeply impact the
transport, logistics and construction industries — among others. The effect will
be particularly strong at the convergence of these technologies as it affects
vehicles, assets as well as infrastructures, and potentially opens the way for

a paradigm shift.

The lack of broadly accepted technologies and standards poses significant
risks for the Volvo Group and other participants in these industries, as they are
required to choose relevant technologies, time their introduction wisely, while
respecting the wide spread in readiness level among markets and segments
across the globe. A further level of risk relates to the need to evolve from a vehi-
cle/product focus towards an ecosystem-driven approach, where vehicles and
infrastructures are to be developed and implemented simultaneously.

If the Volvo Group positions itself unsuccessfully in this technology shift,
earnings capacity and financial standing could be negatively affected.

Extensive government regulation

Regulations regarding exhaust emissions, noise, safety and pollutants from
production plants and products are extensive. Most of the regulatory chal-
lenges affecting the product range relate to reduced emission levels. The risk
for the Volvo Group is not being able to assure an updated and compliant prod-
uct range to meet current and future regulations.

Local protectionism leading to changes to local content requirements can
put the Volvo Group at a disadvantage compared to local competitors, cause
increased sourcing costs or require Volvo to make significant investments.

Failure to assure an updated and compliant product range in time to meet
regulations, would negatively affect the Volvo Group’s earnings capacity and
financial standing.

Customer satisfaction
Top priority for the Volvo Group is to support its customers’ businesses and
profitability in order for them to succeed, regardless of segment, brand, prod-
uct or service. Customer satisfaction is reliant on the expectations in relation
to the actual delivery or user experience of the total offer.

Customer satisfaction, and thereby the Group’s sales and revenues, is at risk
if the total experience is not at the expected level or price point.

Industrial operations

The integrated industrial system is vital for the Volvo Group in order to provide
products to the customers cost-efficiently, with the right quality, and on time.
The Group strives to produce components as well as complete vehicles and
machines, and supply material to customers and factories in a sustainable and
resource-efficient way. Disturbances and inefficiencies in the integrated sys-
tem, as well as undesirable effects on and from the external environment, such
as strikes, pandemics or extreme weather, could result in stoppages in produc-
tion, operations and parts deliveries, and thus negatively affect the company’s
business and reputation.

Environmental regulations

International agreements on limiting the CO, emissions, such as the Paris Agree-
ment, together with related national and regional initiatives leads to continued
and increased attention to climate change and influence regulatory development.
Environmental legislation is developing in areas such as vehicle regulations on
CO, and on emission standards as well as chemical substance regulations. These
developments increase the need for monitoring and adaption to new require-
ments. Even if challenges in these areas are resolved and handled, they could
have a negative impact on Group reputation, usage of resources, and cost of
production, and may result in adverse effects on earnings and financial position.

COMMENT

The Volvo Group is striving to lead the
technology development. Together
with customers and suppliers, through
early phase partnership, Volvo Group
explores new technologies, desired
features, and levels of quality, cost,
safety and environmental impact. Extra
focus is secured by dedicated organiza-
tions within autonomous, electric and
connectivity technologies and solu-
tions. Furthermore, Volvo Group is
broadening its involvement into eco-
system-related solutions and is today
working much closer to customers,
suppliers and regulators to understand
the pace of development in society.

The product development capacities
within the Volvo Group are coordi-
nated, enabling a focus of resources
for research and development to meet
emission regulations. Local content
requirements are continuously moni-
tored, enabling the Group to take
appropriate measures in due time.

Regardless of where in the value chain,
the Group engages in understanding
its customers’ business and focus
efforts on creating value from the cus-
tomer’s perspective.

The organization is continuously work-
ing on improvements and to manage
risks such as volume variations, sup-
plier disruptions, legislative changes,
operational hazards and external envi-
ronmental impacts. The risks are also
partially offset by the integration of the
industrial system itself, through the
ability to manufacture and source from
other Volvo Group sites.

The Volvo Group invests substantial
resources to adhere to different legisla-
tions throughout the entire value chain
such as through monitoring of upcom-
ing environmental regulations govern-
ance structure to address upcoming
environmental requirements, prioritiza-
tions and investment decisions in regu-
lar operational processes.


https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=105
https://www.volvogroup.com/content/dam/volvo/volvo-group/markets/global/en-en/investors/reports-and-presentations/annual-reports/annual-and-sustainability-report-2019.pdf#page=105
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ANTI-CORRUPTION

Management approach referring to the GRI standards
GRI 205 — Anti-corruption 2016

Management approach, materiality
and boundaries

The Volvo Group’s Code of Conduct includes a firm commitment
against corruption, based on the conviction that bribery and other
forms of corruption distort the market, interfere with free competi-

tion, violate laws and undermine social development. Volvo Group
employees may not participate in or endorse any corrupt practices,
including offering or accepting kickbacks, bribes, excessive gifts or
hospitality, or facilitation payments — directly or indirectly, such as
through a third party. Neither will the Volvo Group accept suppliers,
vendors or partners that offer or accept bribes.

Further and more detailed policies and guidelines complement
the Volvo Group Code of Conduct by setting mandatory standards
and providing guidance for specific situations. Among other things,
this includes a risk-based mandatory anti-corruption due diligence
process for new and existing business partners requiring the use of
external screening tools. The Volvo Group also issued binding rules
to ensure appropriate gift and entertainment practices as well as
further documents in adjacent areas such as commercial gifts, char-
itable donations, anti-money laundering and fraud reporting. Corpo-
rate Compliance is responsible for designing and developing the
Volvo Group anti-corruption compliance program and monitors the
implementation across the Group. A network of compliance officers
in the business areas and divisions work closely with Corporate
Compliance to ensure the implementation in their respective areas.

Volvo Group uses a combination of audits, management control
systems and internal controls to ensure adherence to the Code of
Conduct. Further, the Code of Conduct encourages all employees to
speak up and report suspected violations to their managers or other
management representatives. One way to raise a concern is through
the Volvo Group Whistle, read more on page 6 in this document.

pevetopent OLIALS

Main connection to the UN SDGs specific 16 PEAGE, JUSTICE

AND STRONG
INSTITUTIONS

targets
16.5 Reduce corruption and bribery

Communication and training about anti-
corruption policies and procedures
Volvo’s top management, Corporate Compliance and other stake-

holders regularly communicate the importance of anti-corruption
compliance in various forms. Training is a central element of the

Volvo Group’s compliance programs, generally providing a risk
based combination of face-to-face training and online courses. In
2019, Volvo launched a new Code of Conduct e-learning, also cov-
ering anti-corruption aspects. Close to 50,000 employees with
access to computer workstations, equalling more than 90% of the
target group, completed the mandatory training before the closing
of the still running campaign. During 2019 and still ongoing, more
than 2,800 managers further provided face-to-face training ses-
sions for employees in the production environment or without
access to computers.

m Confirmed incidents of corruption and actions taken

In 2019, 133 cases were reported via Volvo Group’s whistle blower

helpline, escalated to Corporate Audit and investigated, please refer
to page 40 of the Annual and Sustainability Report 2019 for an
overview. Seven of the reported cases were categorized as corrup-
tion or conflict of interest. None of these cases were substantiated
after investigation.
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Environmental Categories

ENERGY AND EMISSIONS

Management approach referring to the GRI standards
GRI 302 — Energy 2016
GRI 305 — Emissions 2016

Management approach, materiality
and boundaries

The Volvo Group’s Environmental Policy is the highest level steering

document for environmental topics in the Group. It addresses risks as
well as opportunities on areas such as emissions, resource use, waste
and circularity. It is based on life-cycle management and continuous
improvement. The main cause of emissions related to Volvo Group's
products and operations is the use of energy, and it is one of the
most significant sustainability concerns brought up in stakeholder
dialogues.

Emission disclosures are based on the Greenhouse Gas (GHG)
Protocol corporate standard. According to this standard, the Volvo
Group monitors significant scope 1, 2 and partly scope 3 emissions.
When nothing else is stated, CO, emissions are adjusted for acquisi-
tions and divestments according to the accounting principles of the
GHG protocol.

Products, operations and freight transportations have been short-
listed as the main material areas in relation to energy and emissions.

Scope 1and 2 emissions from production and operations
Emissions from production and operations make up a smaller part of
the product life-cycle emissions. However, the direct management
control of this scope makes it highly relevant for the Volvo Group.

Scope 3 emissions during use of sold products

Life-cycle assessments show that a significant part of the emissions
occur during the use of sold products — when the end user drives or
operates machines and vehicles sold by the Volvo Group. This is the
foundation of the Volvo Group’s environmental priorities. As a result,
the majority the Group’s total R&D expenditure is invested into fuel
efficiency, exhaust cleaning and electrification.

Scope 3 emissions from transportation and distribution
Similar to the production and operations, this part makes up a smaller
part of the life-cycle impact but is important due to its close link to
Volvo Group's business, mission and vision. The more efficient the
Group can make its own logistics network the better suited the
Group is to provide transport solutions for its end-users and con-
tribute to making their transport systems more efficient.

The Volvo Group has ongoing targets to reduce both energy use
and emissions as part its the commitment to WWF Climate Savers.
The management approach has overall served the Volvo Group well
in its progress to reduce emissions and increase emission efficiency
against targets, read more on next page. Still, there is much more to
be done.

pevetorment GLSALS

Connection to the UN SDGs and targets

7.3 Double energy efficiency

8.4 Resource efficiency in production

9.4 Upgrade industry for sustainability

11.2 Affordable and sustainable transport systems

12.2 Sustainable management of natural resources

13.3 Knowledge and capacity building to meet climate change
14.3 Reduce ocean acidification

DEGENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH ANDINFRASTRUCTURE

i | &
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ACTION WATER
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302-1 Energy consumption within the organization
"Scope 1"
Energy consumption outside of the organization
"Scope 2"

Energy GWh 2019 2018 2017//2013
Natural gas Scope 1 Bl 573 539 727
Diesel Scope 1 207 219 192 271
Other Scope 1 175 186 187 81
Electricity Scope 2 998 1,031 981 1062
District heating ~ Scope 2 187 186 170 156
Total 2,118 2,195 2,069 2,320

Energy saving projects
implemented, GWh

m Energy intensity

Net sales, SEKM 418 378 324 265
Energy’ by net sales,
MWh /SEKM 5h1 5.8 6.4 8.7

1 The energy use compared to net sales is not adjusted for acquisitions
and divestments as the denominator of revenues are not.

13
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Volvo Group’s scope 3 emissions of sold products are the customers’ scope 10or 2

Emissions from sold products have traditionally been the main focus area of the Volvo Group’s improvement work. As these

emissions occur when the end-user is operating Volvo Group products, they are also the customers’ scope 1 or 2 emissions. In a

truck or machine with a traditional diesel engine, well over 95% of total life-cycle emissions can occur in this stage. However, this

changes dramatically with electrification, energy efficiency and alternative fuels.

The Volvo Group Environmental Policy

Environmental progress is a key element in our mission to drive prosperity through transport solutions.

The following principles provide the direction for the work:

» Continually reduce life-cycle environmental impacts as an enabler for increased sustainability and customer success
» Demonstrate responsible care for the environment wherever we operate and build trust by adhering to our Code of Conduct

» Minimize resource use, emissions and waste and utilizing means within our sphere of influence to create change towards a

circular economy and to further improve our competitiveness

Energy usage CO, emissions

Energy use per region

Scope 1,
1000 tons
Absolute Scope 2,1
(e(;]\e/\;%\)/ use 000 tons
= Relati == Emissions per
elative net sales,
?h’;levr\%hy /“Se Tons/SEK M
SEK M) B Sweden, 40%
13 14 15 16 17 18 19 13 14 15 16 18 19 Europe exkl Sweden, 22%
B0 51 510, 6% 90 x® 255 231 220 211 207 223 211 B North America, 21%
87 79 6.8 71 6.4 58 51 wm 243 218 192 196 192 198 113 Asia 14,%
1.88 1.63 1.36 1.40 1.23 111 0.77 w=m South America, 3%
Scope 3: Freight emissions Scope 3: Accumulated emissions Scope 1and 2 GHG
per produced unit savings from sold products emissions per region
co, duced uni ings f Id prod issi p: gi
V. A
138/ 16 17 18 19 20 5 16 17 18 19 20 v
100 90 91 85 82 80* 3 © 5 8 ) =
OB, sartmln 3 12 17 25 34 40* B Sweden, 22%
2 Annual saving Accumulated Europe exkl Sweden, 14%
The target is to reduce CO, emission per The target is to save 40 million tons CO, L et Ameies, 2855
produced unittransportedzby 20%. from the customer use phase 2015-2020. Asia 33,%
* Target * Target South America, 3%

ko AL M Reduction of energy consumption

At the end of 2019, more than 1,000 energy saving projects have
been implemented, resulting in a yearly saving of 1770 GWh. The
Volvo Group's energy use 2019 amounted to 2,118 GWh, which is a
slight reduction from the previous year. At the same time, both pro-
duction volumes and deliveries were higher compared to 2018.

Energy efficiency related to net sales was improved to 12%, from 5.1
MWh/SEK M compared to 5.8 MWh/SEK M year over year. Since
2015, this energy efficiency index has been improved by 25%.
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305-1 Direct (Scope 1) GHG emissions
m Energy indirect (Scope 2) GHG emissions

Metric tons *1000 2019 2018 2017// 2013’
CO,e emissions scope 1 211 222 207 236
CO,e emissions scope 2

Market based* 113 198 190 243
Total CO,e emissions,

market based 324 420 397 479

2019 is the first year marked based emissions are used.

1 Historical data is restated due to acquisitions and divestments.

m Other indirect (Scope 3) GHG emissions

Emissions reduction 2019

Emissions during

use of sold prod-

ucts, annual reduc-  million

tion ton 9

Emissions during
use of sold prod-

ucts, aggregated million
reduction ton 34
Goods transporta-

tion, CO, per trans- Index

port 2013 82

2018 2017 2016 2015

25 17 12 3

85 91 90 100

Omission: Please note the total scope 3 is not reported. This is partly due
to lack of standards that enable comparable results within the industry.

m GHG emissions intensity

Scope 1and 2 2019
Net sales, MSEK 418
Products delivered, (*1000) 333
CO, (scope 1and 2) by net

sales 0.77
CO, (scope 1and 2)

by products delivered 0.97

2018 2017 //2013

378 324 265
299 252 -
1.1 1.23 1.88

1.40 1.58 -

Nitrogen oxides (NOX), sulphur oxides (SOX), and other
305-7 significant air emissions

Tons 2019 2018 2017//2013

NO, tons 311 360 301 347
SO, tons 9.6 13.6 13.3 23.4
Solvents (VOC) tons 1,488 2,148 1,681 2,221

Sources of emissions 2019

Metric tons *1000 2019 2018 2017//20132
Natural gas Scope1 CO,e M * * 147
Diesel Scope1 CO,e 57 * * 63
Other Scope1 CO.e 43 * * 26
Electricity Scope2 CO,e 99 188 181 229
District heating  Scope2 CO.,e 14 10 10 14

2 Only the baseline year 2013 is restated due to acquisitions and divestments.
This detailed data was not available for 2018 and 2017 on scope 1.

m Reduction of GHG emissions

Within production (Scope 1 and 2 emissions), the Volvo Group
works to increase energy efficiency for operations and to reduce car-
bon intensity of the energy sources used. The Group target is to
implement activities from 2015 up until the end of 2020 that save
150 GWh annually. This metric is meant to reduce both cost and
greenhouse gas emission from operations. By 2019, over 1,000
energy efficiency projects have been implemented, which has led to
an annual reduction of 1770 GWh. Together with a higher proportion
of renewable energy purchased, the scope 1 and 2 emissions have
been significantly reduced.

For products (Scope 3 emissions), the Volvo Group works to
increase energy efficiency of traditional drivelines and at the same
time enable renewable energy as source of power, such as electric-
ity, and biobased fuels. The Group target is to reduce use-phase
emissions by 40 million tons of CO, between 2015-2020. The
attainment by end of 2019 was 34 million tons. For comparison, this
is approximately the same amount as 100 years of emissions from
the Volvo Group's production (scope 1and 2).

Goods transportation (Scope 3 emissions), the Volvo Group works
with third party logistics providers to increase use of CO, efficient
transport modes and to reduce unnecessary transports by e.g.
increasing fill rates and more efficient routing. The Group target is to
by 2020 reach a 20% reduction of CO, emission per transport vol-
ume. In 2019, the emissions per volume transported have been
reduced by 18% from baseline 2013.

Data is collected from third party transport providers. The scope
of the reporting is upstream and downstream goods transports
where the Volvo Group is the transport owner.
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WATER, WASTES AND ENVIRONMENTAL COMPLIANCE

Management approach referring to the GRI standards
GRI 303 — Water and effluents 2018

GRI 306 — (Effluents and) Waste 2016

GRI 307 — Environmental Compliance 2016

Management approach, materiality
and boundaries

The Volvo Group’s Environmental Policy is the highest level steering

document. It addresses risks and opportunities on areas such as
emissions, resource use, waste and circularity. It is based on life-
cycle management and continuous improvement.

To alarge extent, the Group's operations are covered by an environ-
mental management system certified according to ISO 14001. ISO
14001 Environmental management system covers approximately
95% of production facilities and 90% of distribution centers. The
management system is used in a hierarchical way to deploy effective
environmental work in the Group’s divisions and business areas. This
means that the functions are all responsible for their environmental
performance in the same way as financial or other performance.

Over the long term, the Volvo Group has reduced its measurable
environmental impact relative to business growth. This means that
more value has been generated in relation to the associated environ-
mental impacts.

The topic of water can be highly material for some local production
facilities but less relevant for others. This means that on an aggre-
gated level, water use and discharge is less material relative to other
environmental topics. It is included in this report due to specific
interest and tracking of certain stakeholders.

m Water withdrawal by source

Water consumption in production 2019 2018 2017
Total water consumption,

Mega-liters 5,706 4,870 4,817
Relative water consumption,

Cubic meters/M SEK 13.6 12.9 14.9

Omission: At Group level, only total water consumption is available.

Volvo Group’s sites either have in place or are in the process of
developing landfill free objectives and targets. This work is sup-
ported by a directive and guidelines setting out the criteria for when
a Volvo Group site can refer to itself as a landfill free site.

The increase in hazardous waste during 2019 is mainly due to one-
off items relating to on-site construction and renovation and techni-
cal issues with internal equipment that resulted in sending more
waste to off-site external waste contractors.

pevetorment GLSALS

Connection to the United Nation SDGs and targets
6.4 Increase water use efficiency

8.4 Improve resource efficiency in production

12.4 Responsible management of chemicals

12.5 Reduce waste generation

CLEAN WATER DECENT WORK AND 1 RESPONSIBLE
AND SANITATION ECONOMIC GROWTH

CONSUMPTION
ANDPRODUCTION

m Waste by type and disposal method

Metric tons 2019 2018
Recycling, metal scrap from operations 107,004 97,691
Recycling, other metal scrap 18,634 18,868
Recycling, non-metal 133,297 119,358
% recycling of total 76% 75%
Composting 2,315 2,524
Incineration with energy recovery 29,258 32,920
% recycled, composted or energy recovery 85% 86%
Incineration without energy recovery 2,222 2,598
Treatment by professional waste contractor 19,594 15,153
Landfill 26,839 24,202
Landfill, only inert material 2,571 699
Total residuals 341,734 314,013
Whereof hazardous wastes 51,024 38,601

Non-compliance with environmental
laws and regulations

No significant environmental incidents or spills were recorded
during 2019.
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Social Categories

HUMAN RESOURCES

Management approach referring to the GRI standards
GRI 401 - Employment 2016

GRI 402 - Labor management relations 2016

GRI 404 - Training and education 2016

GRI 405 — Diversity and equal opportunities 2016

Management approach, materiality
and boundaries

TheVolvo Group CodeofConductisthefoundationformanagingsocial
topicswithinthe Group.Theleaders ofbusinessareasanddivisionsare
responsibleforemploymentpractices,laborrelations, training,educa-
tionand diversity as anintegral part of their daily operations. To do this
effectively, they have supportfromlocal and central HR functions and
expertise, Different countries, regions and units may manage specific
topics in addition to the ones listed herein.

Employment

Thetopicofemploymentiscriticalforthe Volvo Group.Acentralhuman
resource department supports business operations to recruit and
developemployees,andprovideengagingandsafeworkingconditions.
This approach has served the Volvo Group well over the years, and in
combination with other activities of the Group, it has contributed to
makingthe company one ofthe mostwell-knownemployerbrands. In

m New employee hires and employee turnover

pevetopment GLIALS

Connection to the United Nation SDGs specific targets

4.3 Equal access to affordable, technical, vocational and
higher education

4.4 Increase the number of people with relevant skills for
financial success

5.1 End discrimination against women and girls

5.5 Ensure full participation in leadership and decision making

QUALITY GENDER
EDUCATION EQUALITY

]

2019,aPeopleBoardwasestablishedtofocusoncaringfortheco-work-
ersofthe Volvo Groupandimprovingthe employee experience. Thisis
done by strategically investing in people, attracting and growing tal-
ents,aswellascreatingapeople-centricenvironmentandaninclusive
culture where everyone hasthe opportunity to contribute tothe Volvo

Employee turnover, 2019 2018
% Year of age and total Year of age and total
<40 40+ All <40 40+ All
Europe 9 6 7 10 6 8
Men 6 7 10 6 7
Women 8 6 7 10 7 8
North America 13 7 9 10 7 8
Men 13 7 9 10 7 8
Women 13 7 9 10 8 8
South America 9 8 9 10 8 9
Men 70 10 g 70 7 9
Women 9 8 9 13 17 10
Asia/Pacific 10 6 7 12 4 8
Men 10 5 6 12 4 7
Women 12 7 9 14 6 1
Africa 14 8 1" 9 8 8
Men 15 8 12 9 8 9
Women 12 7 10 10 4 7
Group total 10 6 7 10 6 8
Men 10 6 7 10 6 8
Women 9 6 8 12 7 9

New hires 2019 2018
<40 40+ All <40 40+ All
Europe 2,820 1,240 4,060 3,848 1,457 5,305
Men 2,115 957 3,072 2,878 1,091 3,969
Women 705 283 988 970 366 1,336

North America 898 543 1,441 1,588 1,013 2,601

Men 670 412 1,082 1,274 787 2,061
Women 228 131 359 314 226 540
South America 885 196 1,081 967 217 1,184
Men 706 170 876 776 186 962
Women 179 26 205 191 31 222
Asia/Pacific 1,201 189 1,390 1,543 236 1,779
Men 954 142 1,096 1,263 183 1,446
Women 247 47 294 280 53 333
Africa 126 23 149 91 28 19
Men 80 12 92 66 21 87
Women 46 11 57 25 53 78
Group total 5,930 2,191 8,121 8,037 2,951 10,988
Men 4,525 1,693 6,218 6,257 2,268 8,625
Women 1,405 498 1,903 2,463 683 3,146

17
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Groupvision.ExamplesoftopicsdiscussedbythePeopleBoardinclude
engagement,talentmanagementandsustainableworkforce,aswellas
attractive compensation and rewards.

Labor management relations
Good relations between functions, as well as between management
andemployees,iscriticaltostayaheadandtotogethertakeonbusiness
challenges. In addition to local initiatives, European Works Council
meetingsareheldtwiceperyearasinitiatedbytheemployeerepresent-
atives.Inaddition,anumberofadhocmeetingsaboutorganizationalor
majorbusinesschangesareorganizedbyGroupHR.In2019,13(5)such
informationalmeetingswereconductedtosecureEuropeanalignment
oforganizationalchanges. Followingthisforum,thecountryorganiza-
tions continue the dialogue with the country and local unions. In total,
the Volvo Group conducted 60 (56) consultations with employee and
unionrepresentativesindifferentcountriesin2019fordifferenttopics.
A Global Works Council is held annually.

InSeptember2019,50employeerepresentativesandunionmembers
from 20 differentcountriesmetwiththe Volvo Group Executive Board
andGroupManagementintheVolvoGlobalDialogue.Duringthissocial
dialogue,topicssuchasbusinessareaupdates,demandsofthemodern
transportation market and changing competency requirements for
employees for the transformed future industrial environment were
highlighted.

Three ordinary and two deputy members chosen by employee
organizations are part of the AB Volvo Board of Directors.

Minimum notice periods regarding
operational changes

Priortomajororganizationalchanges,employeerepresentativesandrele-

vantgovernmentauthorities areinformed and consulted inaccordance
withlegaland contractual requirements. The exact notice period differs
between the local agreements and regulations.

The Group looks atimpacts onthe individual and strives to use prag-
maticsolutionstominimize negativeimpactincaseofmajorreorganiza-
tion or redundancies. These are different from case to case, and may
include, butare notlimited to: utilizing time-banks toreduce labor time,
governmentalsponsoredworking-timeshortages,re-skillingorupskill-
ingforcontinuedemployability,earlyretirement,financialcompensation,
internal mobility programs and outplacement via third party.

Training and education

Individualand organizational learningis highly relevantforthe Groupto
drive currentbusiness operations and to prepare and transformforthe
future.Individuallearningisalsoanintegralpartofanemployee’sdevel-
opmentandgrowth.Theoverallmanagementapproachistodrivescala-

blelearningand competency developmentviathe Group’s own corpo-
ratecampus —theVolvoGroup University (VGU).VGUisresponsiblefor
design, development and delivery, ensuring the quality of its trainings
and making trainings easily and widely accessible.

Different formats are used to create the best learning experience:
online, on-site, on stage and in-classroom training — as well as videos
and games.

VolvoGroupUniversitytrainingprogramsaremanagedinNavigator,a
personalizedandcollaborativelearningportalthatsupportscompetence
developmentandengagesemployeesintheirlearningandsharingjour-
ney.

Vocationaltrainingisanothercriticalfactordrivingglobalprosperity.
The Group initiates, supports or runs vocational training programs
across the world focusing on practical skills for mechanics and bus or
truckdrivers.Insomeregions,theVolvoGroupisinvolvedaslecturersor
trainers, and in other areas the Group cooperates with technical high
schools and universities.

Inseveralmarkets,theVolvoGroupanditscustomershaveexperienced
amismatchbetweenskillsandbusinessneeds. Inmanyofthese markets
theVolvo Grouptherefore workstogetherwithnationalandinternational
aidagenciestoprovidetheeducationneededforincreasingemployment
and developing an employable workforce.

Programs for upgrading employee skills
and transition assistance programs

TheVolvoGrouprunsnumeroustrainingprogramsthattargetavariety

ofoccupationstobothperformitscurrentbusinessandtotransformfor
thefuture.People,productsandwaysofworkingareimpactedbyauto-
mation, electrification and connectivity. To adapt to these changes,
VolvoGroupoffersprogramstargetingrolesthatrequireupgradedskills
orthatwillbetransitionedovertime.Awidecurriculumonelectricvehi-
cles has been deployed over the last years for engineers, workshop
operatorsandotherrelevantworkroles.Electrificationincludesnotonly
electricdrives, butalsoappliestonew supply chain managementand
traction voltage systems with critical safety and regulation aspects.

TheGroupisalsodeployinganumberofeducationprogramsonArti-
ficialIntelligence (Al).Alallowsevenmoreadvancedproductsandser-
vices,aswellasautomationofinternalprocesses.Inadditiontohelping
experiencedemployeesdevelopnew competences, Volvo Group Uni-
versity also supports new employees. New employees, who brings in
newcompetenciessuchasdata-andsoftwareengineering,aretrained
inGroup Volvospecificdomains,suchasvehicletechnologyandmanu-
facturing concepts.
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Diversity and equal opportunities

Diversity drives performance by enriching creativity, encouraging
innovation and improving decision making. Following the decentral-
ized accountability within the Volvo Group, performance for diver-
sity belongs to each organization. All the diverse dimensions that
make up our individual backgrounds gives each of us a valuable,
unique perspective.

Diversity and inclusion have been driven in a systematic way
within the Volvo Group for over a decade. The work includes a wide
range of diversity and inclusion aspects, such as culture, back-
ground and gender. It also includes facilitation of networks for
employees on sexual orientations and gender identities, as well as
employees with physical impairments. The overall ambition is to
attract and excite a wide range of people to the Volvo Group to
attain the skills and competencies needed. The Group has estab-
lished targets to increase gender diversity and works systematically
to improve these ratios in higher management positions, in graduate
programs and management training programs. This overall
approach also spreads to other areas such as vocational training
programs in local communities. One of the overall aims is that man-
agement and workforce reasonably reflect the diversity of the
regions and businesses of the Volvo Group.

To maximize the positive effects of diversity and inclusion, the
leaders of each division and business unit are responsible for mak-
ing it an integral part of their daily operations. Different countries,
regions and units may have different diversity challenges, which is
why there are many localized and business specific diversity goals
and action plans across the Volvo Group.

In addition to these measurements, the total gender balance is
assessed as a total of the workforce, for line management positions
and at the senior management level, as described in the gender
diversity table to the right.

Diversity of governance
bodies and employees

Age diversity of the

Volvo Group work- 2019 2018
force, % <40/40+ <40/40+
Europe 37/63 38/62
North America 34 /66 34 /66
South America 59/41 60/40
Asia / Pacific 44/56 45/55
Africa 56/44 58/42
Group average 40 /60 41/59
Gender diversity of the

Volvo Group work- 2019 2018
force, % Women / Men Women / Men
Europe 21/79 21/79
North America 14/ 86 20/80
South America 17/83 16 /84
Asia / Pacific 14 /86 14 /86
Africa 24 /76 21/79
Group average 19/81 19/81

Gender diversity over time, share of women, %

2019 2018 2017 2016 2015
All employees 19 18 19 18 18
Manager (all levels) 20 19 19 18 18

Presidents and other
senior executives 26 25 25 24 22

AB Volvo Board
(excluding deputies) 40 40 36 36 33

OCCUPATIONAL HEALTH AND SAFETY

Management approach referring to the GRI standards
GRI 403 — Occupational health and safety 2018

Management approach, materiality
and boundaries

HealthandsafetyarematerialissuesinseveralaspectsofVolvoGroup’s

directoperationsaswellasinactivitiesthatoccuralongthevaluechain.
TheVolvoGroupHealthandSafetyPolicygivesdirectionsonhowwork-
place safety, health and well-being shall be handled within the Group.
The policy defines employees as direct employees as well as consult-
ants.
Well-beingatworkiscriticalforemployersinallindustries.|tstrength-
ens employee engagement, increases productivity and drives perfor-
mance.Bytheendof2019,theVolvoGroupemployedaround100,000
individuals in production, logistics, offices and retail workshops. The
health and safety focus canvaryinthese organizations (e.g. sickness,
accidents, mental health) depending on the type of working environ-
ment, but all are part of the overall management of well-being. In the
supplychain,thefocussofarhasbeen primarily on physicalaccidents.

SUSTAINABLE S,
DEVELOPMENT 'm’ALS

Connection to the United Nation SDGs and targets
3.3 Fight communicable diseases
8.8 Protect labor rights and promote safe working environments

GOOD HEALTH DECENT WORK AND

AND WELL-BEING ECONOMIC GROWTH

Psychologicalhealth,fromtheemployeeperspective,isgainingatten-
tionglobally.Datafromthe WorldHealthOrganizationshowsthat25%
of the population is affected by mental health issues, and as of 2018,
depression is the primary cause of disability in the world. The Volvo
Groupdoesnothaveestablishedglobalcommon performanceindica-
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torsforpsychologicalhealth,buthaschosentomanagethisaccording
to local needs and social contexts.

Volvo Group’s accident rate has steadily improved over the last five
years with a total decrease of 50%, but the rate of improvement has
sloweddown.In2019,theLostTimeAccidentRateper200,000worked
hourswas1.22.Thereisaclearexpectationthatthis willcontinuetobe
reduced as further actions and improvement of the management
approacharedeployed.Safetyisthefirstitemontheagendaofbusiness
review meetingswithallbusinessareasandtheirunits.In2019, safety
was emphasized as Volvo Group’s first priority and communicated
broadly. The change has reinforced line management ownership for
health and safety. Additional health and safety managers and profes-
sionals have been recruited to lead the improvements across Volvo
Group.Aglobalhealthandsafetynetworkofprofessionalsissupporting
managementinthis work.Oneresponsibility ofthenetworkistoshare
best practices and to learn from near misses and first aid incidents in
order to reduce repetition of similar accidents and risks.

Occupational health and safety

management system

Astheempowermentofeachbusinessareaisthebasisofresponsibility
at Volvo Group, itis up to each entity to decide how to manage health
andsafety.VolvoBusesandVolvoConstructionEquipmentaretwobusi-
ness areas that have chosen to certify their parts of the management
systemsaccordingtoOHSAS180010rISO45001.0thersuseinternal
safetymanagementsystemswithregularassessmentsandcoachingas

anintegralparttheVolvoGroupManagementSystem(VGMS)andVolvo
ProductionSystem(VPS).Thishelpstoensurethattherearewrittenpro-
cedures, internal controls, clear ownership and management review,
and that deviations are acted upon. The scope of prevention work
includesbothphysicalandpsychologicalhealth,andworkplacesafety.
ItcoversallemployeesworkingforVolvoGroupon-oroff-site,aswellas
the period of time spent commuting to and from work.

Hazard identification, risk assessment
and incident investigation

VolvoGroupanditssubsidiariesapplytoolsandprocessesaccordingto

legalrequirements,aswellastherequirementsintheVolvoGroupCode
ofConduct,topreventaccidentsandpromotehealth.Riskassessments
are carried out on a regular basis at all levels from shop floor to office.
Healthandsafetyprofessionalsensurethe quality ofriskassessments
and involve line management and union representatives in this work.
Potential risks are in focus during internal assessments and external
audits,wheretypicallyasampleofriskassessmentsandcorrectiveand
preventative actions are reviewed. Managers and employees are
reviewedintheirknowledge oftheirownmajorrisks. Measurestomiti-
gateoreliminatetheidentifiedrisksare definedandimplemented, and
riskassessmentsarereviewedandupdatedperiodicallyorafteranyinci-
denthasoccurred.Recordableaccidentsarereportedandfollowedup
at the unit level and further up in the organization, continuing up to
Group level. Investigations resulting in corrective and preventative
actionsmustbedeployedaftereachrecordableaccident.Incaseswhere
the issue is linked to risks that may be relevant for other units — the
causesoftheaccidentandthecorrectiveand preventative measure to

avoid a repeat are shared with other relevant units within the global
health and safety network. In certain cases, directives are built to be
deployed throughout the company as part of a preventative measure.
Employeesarerequestedtoreportaccidents,incidentsandunsafeacts
and conditions — as they are a vital source ofimprovements and high-
light opportunities to better control the associated risk. The Volvo
Group’s Code of Conductand related processes make it clearthatany
management reprisals against individuals making such reports are
strictlyforbidden. Inthe unlikely eventthatamanageractsagainstthe
CodeofConduct—awhistleblowerprocesscanbeusedtoescalatethis.

Reported risks must be addressed at the local level but are not
required to be reported in detail further up in the organization — only
the total number of such cases should be reported for the unit as this
givesanindicationofthelevelofsafetyrelatedactivity. Nodistinctionis
madebetweenVolvoGroup’semployees,agencyworkersorotherper-
sonsonsite forthe identification and control of risk. Health and safety
coordinators are employed to support team leaders and managers in
theorganization.Periodictrainingisalsoorganizedonhealthandsafety
procedures, roles and responsibilities for managers and health and
safety coordinators.

Basedontheriskassessmentcarriedoutforaspecificmachine,process
orworkarea,employeesreceivetrainingsotheyunderstandtherisksand
howtomanagethem—throughfollowingdefinedproceduresorwearing
personalprotectiveequipment,forexample.Whendefiningcorrectiveor
preventativeactionsinresponsetoidentifiedrisk,theVolvoGroupHealth
and Safety policy requiresthatthe hierarchy of control measures princi-
ples be applied. The first optionis hazard elimination. If hazard elimina-
tion is not possible, substitution, engineering controls, administrative
controls and personal protective equipment are applied. The policy is
distributed and made visible on the walls of factories and offices within
the company.

m Occupational health services

Occupational health services are provided toemployees at most units

andvaryfromone countrytoanotherdependingon,dependingonthe
specificneeds ofthe unit, thelevel of health service provided and local
legislation. In many countries and locations, health services are sup-
portedbycompanydoctorsandnurses,psychologists,physiotherapists
and ergonomists.

In some countries/organizations such services can be supplied by
thirdparties.|fso,theyarerequiredtoensuredataprivacyinaccordance
withapplicableregulations. Occupational health services playamajor
roleinhealth promotion. Theseservice providers manage confidential
databasesandcanhelptoprovideanonymizedreportsaboutrelevant
healthaspects—diabetes,cardiovasculardisease,stresslevels,etc.—to
implementrelevantpreventiveandcorrectiveactions. Theycontribute
significantlytotrainingand webinars,and provide supporttoindividu-
als,teamsandorganizations. They stay currentintheirfields ofknowl-
edge to be on the forefront of new initiatives for the Volvo Group.
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Worker participation, consultation and
communication on occupational health and safety

Workerrepresentativesareappointedtohealthandsafetycommittees
by employees. Depending on the type of business area, health and
safetycommitteesoperateonthefactorylevel,retail officelevelorunit
level. The mainobjective ofthe committeesistobringtogetherworker
and managementrepresentatives, define actions and jointly agree on
measuresneededtoimprovehealthandsafetyperformance. Commit-
teesmeetonaregularbasisanddecisionstakenshallbecommunicated
to the workforce, acted upon and followed up. The committees could
alsobeinvolvedinaccidentandincidentinvestigationsand supportin
additional corrective or preventative measures.

m Worker training on occupational health and safety

Allemployeesand consultants are provided health and safety training
aswellasothercodeofconducttrainingaspartoftheirinductiontrain-
ing.Morespecifictrainingisprovideddependingonthejobresponsibil-
ities. Specifictrainingforpotentiallyhazardousjobs —suchasworking

with electricity or hazardous substances, at heights and in high heat
conditions — is mandatory for employees working in these environ-
ments,andneedstoberepeatedonaregularbasis.Alltrainingsarepro-
vided during working hours. The effectiveness of these trainings is
assessed locally depending on each organization and country.

m Promotion of worker health

The Volvo Group has foralong time provided various health promoting
activities beyond occupational safety. These programs are often pro-
videdbyexternalpartners.Healthpromotionprogramsmaycovertopics
suchaspreventingcommunicablediseases,substanceabuse,obesity,

healthylife style, physicalexercise, nutrition,sleepand stressmanage-
ment. These programs and initiatives take a more and more holistic
approachtohealth,andthishasbeenreinforcedinthelastupdateofthe
Volvo Group Health and Safety policyin 2018. The psychological work
environmentisgrowinginfocus,andmanytoolsareavailabletosupport
incuring, preventingand promotinggood mentalhealth. Therearevari-
oustypesoftoolsthatcanbeuseddependingonspecificandindividual
needs.Theconfidentialityofindividualsis protectedinlinewithgeneral
data privacy laws.

Prevention and mitigation of occupational health and
safety impacts directly linked by business relationships

Rates of injury and number of work-related fatalities

InaccordancewiththeVolvoGroup’sSupplierCodeofConduct,on-site
auditsareperformedatsuppliersonawidevarietyofsustainabilitytop-
ics. Healthand safety are central elements to this process. Read more
about this on page 22 — Supplier social assessments. Volvo Group’s
employees also work at customer and supplier sites, as well as other
locationsoutsideVolvoGroup’spremises.Whenidentifyingsuchoffsite
activities, Volvo Group assesses the related health and safety risks.

Occupationalsafety,aswellasroadsafety,arecentralelementsinthe
Group’soffertoend-users.TheVolvoGroupprovidescustomersolutions
andtrainingtoincrease safe behaviorand safe productuse. Pleaseread
more about customer health and safety on page 24—-25.

Workers covered by an occupational health
403-8 EPYV safety management system

TheVolvoGroupManagementSystemincludeshealthandsafetyman-
agement based on legal requirements and covers all employees and
consultants, these are all included in the safety reporting presented
below.

The percentage ofemployees and consultants who have been cov-
eredofinternalauditcannotbereportedforthe previousyear. Thedata
was not available.

ByDecember2019,32sitescoveringaround30%oftheVolvoGroup's
employeeshavechosentocertifytheiroperationsaccordingto OHSAS
180010rISO45001.VolvoBusesandVolvoConstructionEquipmentare
two business areas that have chosen to certify their entire operations.

m Work-related injuries

VolvoGroupmeasuresthelLostTimeAccidentRate(numberofrecordable
accidentswithlosttimeper200,000workedhours)inalllocationsinclud-
ingplants,workshopsandofficesinallcountries ofoperations.In2019,

theaccidentratewas1.22per200,000workedhours.Consultantsarenot
separately reported but are included in the figures along with all of the
VolvoGroup’semployees.Healthandsafetydataiscollectedquarterlyat
theGrouplevelandonamonthlybasisbyseveralbusinessareasandtruck
divisions.

High-consequence work-related injuries and related hazards are
locally reported and followed up, but are not consolidated at Volvo
Group level.

13 14 15 16 17 18 19
1.97 1.59 1.38 1.06 1.00 1.22 1.22

Number of employees
injured withlosttime 686 1109 980 809 789 972 1004
Number of fatalities

Employees 1 3 0 0 3 1 0
Number of fatalities
Contractors 2
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SUPPLIERS’ SOCIAL ASSESSMENT AND ENVIRONMENTAL ASSESSMENT

Combined management approach referring
to the GRI standards

GRI 414 — Supplier social assessment

GRI 308 — Supplier environmental assessment

Management approach, materiality
and boundaries

The Volvo Supplier Code of Conduct outlines the standards, from

which assessments, audits, mapping, innovation and collaborations
are initiated by the Group.

The Volvo Group’s Supplier Code of Conduct outlines the require-
ments, as well as the aspirations expected from all suppliers deliver-
ing goods and/or services to any entity in the Volvo Group in the areas
of human rights, working conditions, health and safety, responsible
sourcing of raw materials, environmental performance and business
ethics.

The requirements refer to the minimum standard, which all suppli-
ers must comply with.

The aspirations refer to supplier’s activities where the Volvo Group
encourages going beyond the basic requirements to further advance
sustainable performance and impact in the areas covered by the
Volvo Supplier Code of Conduct.

The supplier screening and auditing is centrally coordinated by Volvo
Group Purchasing and covers tier one suppliers. A risk-based approach
is used to prioritize screenings and audits. Prioritization is made by
reviewing risks by country or market, commodities, processes or
work areas of the suppliers.

In addition to this overall risk mapping, environmental, human
rights and other social risks can be flagged during any type of sup-
plier audit, training or visit. For this purpose, the Volvo Group carries
out most audits and reviews with internal resources with a shared
responsibility between procurement staff and specialists, whose
tasks it is to ensure that proper actions are taken to resolve gaps
identified.

Screenings are done from desktop studies using Volvo Group’s
internally developed risk tool and external risk heat maps, in combi-
nation with supplier self-assessments. Auditing of suppliers is done
at suppliers’ locations by Volvo Group specialists.

The Code of Conduct audit procedure is based around a checklist
with questions focusing on a wide range of aspects, such as human
rights, working conditions, environment and business ethics. The
responsibility of improvements and corrective actions always lies with
the suppliers themselves, where non-compliance cases are managed
by the responsible buyer together with the auditor until resolved. First
and foremost, the work focuses on establishing a strong partner-
ship and developing a sustainable supply base. Those who fail to
address critical issues over time risk having their contracts termi-
nated.

pevetorment GLIALS

Main connection to the United Nation SDGs and targets
8.8 Protect labor rights and promote safe working environments
12.4 Responsible management of chemicals and waste

DECENT WORK AND
ECONOMIC GROWTH

o

Volvo Group is active in a number of collaborations to drive
broader and more scalable sustainable development of global sup-
ply chains. Volvo Group takes part in DRIVE Sustainability, which
focuses in automotive suppliers and among other things strives for
one common compliance evaluation platform. With CSR Europe, a
european business network for corporate sustainability and respon-
sibility, Volvo Group has also during the year nominated global sup-
pliers in sustainability trainings in Poland, Mexico, South Africa,
Malaysia and Brazil. RMI (Responsible Minerals Initiative), seeks to
improve transparency in global supply chains of minerals. The Volvo
Group's Sustainable Minerals Program is based on the work within
RMI.

New suppliers that were screened using
CIL PR social and environmental criteria
Because the population and scope of suppliers changes continuously,
and the total number of suppliers can shift over time, the exact percent-

age of new suppliers that were screened using social and environmen-
tal criteria is not available.

In 2019, 92% of the total Volvo Group spend came from suppliers
that were self-assessed on environmental and social criteria. In high
risk areas, this percentage was 98%.

In addition, new suppliers of direct material in high risk countries
are to be visited on site. Indirect material suppliers are audited when
the suppliers are located in a high risk country and the annual spend
comes above a certain pre-defined financial threshold.

In 2019, 55 suppliers have been audited in Belarus, China, India,
Malaysia, Mexico, South Africa, Thailand, United Arab Emirates and
the US. 21 of these audits were fully approved without identified
non-conformances.
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Negative social impacts in the
supply chain and actions taken

In 2019, significant deviations were found within the areas of health
and safety, working hours and sustainability communication towards
sub-suppliers. In the area of Health and Safety, the deviations were
found in the area of improper personal protective equipment, fire
emergency procedures and first aid procedure. In the area of working
hours, the findings were related to excessive working hours and in the
area of supplier communication, the deviations were found around
inconsistent sub-supplier Code of Conducts, lack of cascading
requirements and information and training to sub-contractors about
social, environmental or business ethics requirements. Deviations
were found at 34 suppliers. All have confirmed corrective actions to
be taken.

The findings from the audits are communicated back to the sup-
pliers. The suppliers are expected to set up and implement a correc-
tive action plan in a timely manner. Such corrective actions are then
closely monitored by the responsible buyer in cooperation with the
auditor and the purchasing sustainability team.

Negative environmental impacts in
the supply chain and actions taken

In 2019, no significant deviations related to environmental manage-
ment were identified.

HUMAN RIGHTS

Management approach referring to the GRI standards

GRI 406 — Non-discrimination 2016

GRI 407 — Freedom of association and collective bargaining 2016
GRI 408 — Child labor 2016

GRI 409 — Forced or compulsory labor 2016

GRI 412 — Human rights assessments 2016

Management approach, materiality
and boundaries

The Volvo Group Code of Conduct, Supplier Code of Conduct, and

other Group-level policies and directives reflect the Group's commit-
ment to respect human rights. Through these guiding documents, the
Group sets and communicates expectations on mutual respect,
non-discrimination, safe and healthy workplace, freedom of associa-
tion and collective bargaining, working hours and compensation, and
zero tolerance to any forms of modern slavery or child labor.

The Group supports and recognizes the following international
and regional human rights instruments:

* UN International Bill of Human Rights

« ILO’s eight fundamental conventions

* UN Global Compact

* UN Guiding Principles on Business and Human Rights

* OECD Guidelines for Multinational Enterprises

« Children’s Rights and Business Principles by the UN Global
Compact, UNICEF and Save the Children

These are used as support and guidance especially in contexts with
elevated human rights risks and where regulations are sometimes
insufficient or inadequately enforced. The scope of the Volvo Group's
current human rights reporting includes own operations, strategic
business partners, suppliers, and potential impacts in connection
with the sale and use of our products. Volvo Group’s human rights
due diligence efforts are focused on where it is believed the highest
risks exist of people being harmed. This is based on country human
rights risk levels, purchase or sales segment risks and/or potential
concerns brought to attention by employees or external stakeholders.

SUSTAINABLE My
DEVELOPMENT 'm’ALS

Main connections to the United Nation SDGs and targets
5.1 End discrimination against women and girls

8.7 Take immediate and effective measures to eradicate
forced labour, end modern slavery and human trafficking

8.8 Protect labor rights and promote safe and secure working
environments for all workers

GENDER
EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

Incidents of discrimination and
corrective actions taken

In 2019, 24 reports related to discrimination or harassment were

reported via the Volvo Group Whistle. All reports were investigated.
Five reports were substantiated and have led to disciplinary meas-
ures, training or changes in internal process and routines.

Depending on the situation, specific actions are designed and
applied. The Volvo Group provides awareness trainings to prevent
harassment and discrimination on regular basis. This is done with
the Volvo Group Code of Conduct as the foundation. In addition
special courses about prevention from harassment and discrimina-
tion are offered for managers in some jurisdictions, for example the
training Civil Treatment for Leaders in the US.
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Operations and suppliers in which the freedom of
LIl association and collective bargaining may be at risk

Legal compliance is the foundation for Volvo Group’s activities glob-
ally. Varying country legislation on union independence means the
approach to managing freedom of association and collective bar-
gaining may differ from one case to another. The Volvo Group has
chosen to manage this by in the Code of Conduct, clearly stating its
respect for the right of all employees to form and join an association
to represent their interests as employees, to organize, and to bar-
gain collectively or individually, as well as the right to refrain from
joining a union. Human and labor rights issues, as well as other rele-
vant questions can be raised through the Volvo Group Dialogue,
which is a forum including employee representatives and Group
management. Please refer to page 18 for details on labor and man-
agement relations.

In the supply chain, this matter is managed by contractually bind-
ing suppliers to the Volvo Group Code of Conduct for suppliers. This
forms the basis for supplier audits. It states that where local law
sets restrictions on the right to freedom of association and collec-
tive bargaining, the supplier shall allow alternative forms of worker
representation, association and bargaining.

Operations and suppliers at significant
CUCR risk for incidents of child labor

The Group includes risks related to child labor as part of its overall

human rights due diligence of operations and suppliers. In 2019, no
cases of child labor were identified at own operations or through
supplier sustainability audits.

Responsible
business
activities 2019

™

\/
\"‘\,

B Human rights reviews in own operation

Supplier sustainability audit or training
B Engagement with strategic partners
B Screening of certain sales deals*

*Primarily in connection with customer financing

Operations and suppliers at significant risk for
incidents of forced or compulsory labor

The Group considers risks related to forced or compulsory labor as part

of its overall human rights due diligence in connection with operations
and suppliers. In 2019, no cases of forced or compulsory labor were
identified at own operations or during supplier sustainability audits.

Operations that have been subject to human
412-1 rights reviews or impact assessments

The Volvo Group’s human rights review covering own operations

involves desktop review of country and sector human rights risks,
self-assessments and in-person workshops with local management
and Human Resources Country Committee, in-person discussions
with employees, onsite service providers and their employees,
union representatives, and also, if relevant, potential in-person dis-
cussions with other stakeholders. It is adapted to reflect the needs
of the country being reviewed. So far, human rights reviews have
been performed in Germany and India (2017), South Africa (2018),
and Mexico (2018-2019).

Please refer to pages 42—-43 in the Annual and Sustainability
Report 2019 for the full content of reporting on human rights.

e
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CUSTOMER HEALTH AND SAFETY

Management approach referring to the GRI standards
GRI 416 — Customer Health and Safety 2016

m Management approach

Volvo Group has a holistic approach to customer health and safety

that considers the impact on society as a whole. The Group’s busi-
ness and the products it offers target a wide range of application
areas and impact many categories of people, such as drivers and
operators, commuters, as well as other traffic system users like
cyclists and pedestrians.

The vision is zero accidents with Volvo Group products, and the
offering of world-leading products and solutions for sustainable
transports is part of the zero accidens vision.

Every year, 1.35 million people lose their lives in road traffic acci-
dents worldwide, and many million are seriously injured. In addition,
operators' and workers' occupational health and safety are at stake
in and around vehicles and machines, both on the road and in con-
struction and work sites. Issues such as noise and air pollution are
also considered in this work.

A holistic approach means addressing all these concerns in a pro-
active and systematic way. Designing the best solutions to address
these global challenges is delivering both on the Volvo Group’s com-
mitment to the Sustainable Development Goals and to offer the
most competitive solutions to customers and business partners.
Volvo Group works systematically with in-depth accident research
to understand the context and challenges facing customers in their
operations. This knowledge is then the basis for our product devel-
opment. In addition, Volvo Group also work with partners in aca-
demia and policy makers to gain knowledge and works to accelerate

peveorment GLSALS

Main connections to the United Nation SDGs and targets

3.6 Halve road traffic accidents

8.8 Promote safe working environments

11.2 Provide access to safe, affordable, accessible and sus-
tainable transport systems for all, improving road safety

GOOD HEALTH DEGENT WORK AND
AND WELL-BEING ECONOMIC GROWTH

progress in other aspect of the transport system to enable safer
solutions to be brought to the market. Finally yet importantly, the
knowledge gained on safety is shared to raise awareness of key
safety concerns, like speed, seat belts and alcohol.

Assessment of the health and safety impacts
of product and service categories

All product lines are carefully assessed for health and safety impacts
among other sustainability assessments. This is a key competitive
advantage of the Volvo Group. Such assessment can include product
assessments, audits of different processes in the design, develop-

ment, production and use phases, as well as research investigations
from real accidents. Please read more on volvogroup.com/safety.
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