ENVIRONMENT

We continuously improve

the environmental performance
of our products, services

and operations

We believe in an all-communicating world. Voice, data, images and video are conveniently
communicated anywhere and anytime in the world, increasing quality of life and
productivity, making a more resource efficient world possible.

Our environmental policy is based on this mission. It calls for Ericsson to develop,
produce, and offer products and services with excellent environmental performance that
enable customers to minimize their environmental impact.

Every employee in the Ericsson Group can contribute to Ericsson’s environmental
commitment and has the responsibility to do so.

The Ericsson environmental policy implies the following commitments:

¢ Ensure knowledge and consciousness about environmental issues among all
employees in order to continually improve environmental impact and prevent
pollution.

* Meet or exceed legal and other requirements to protect the environment.

¢ Use life cycle techniques as a means for determining significant environmental
aspects and as a basis for communicating environmental performance of our
processes, products and services.

¢ Use ‘design for environment’ strategies to control mass and energy flow related to
Ericsson’s products and services.

e Cooperate with our supply chain in order to ensure environmental control of the
inputs to our products and processes.

¢ Actively communicate the environmental work to internal as well as external
stakeholders.

14 Ericsson Sustainability Report 2004



CO2 chosen as indicator

In our LCA studies we have
chosen to measure the
environmental impact in terms
of total life cycle CO2 per
subscriber per year. This is in
keeping with our environmental
performance measurements,
where we have chosen CO: as
the sole indicator.

The reason for this is that
CO2 emissions are closely
linked to fossil energy use,
and fossil energy use is closely
linked to many other important
environmental impacts.

Our results show that most
of our indirect CO2 emissions
arise from the energy required to
operate our products. The next
most significant contributor is
our suppliers’ manufacturing.
Direct emissions from Ericsson
activities is only about five per
cent of the total life cycle CO2,
but we have indirect control
through design and sourcing of
most of the life cycle.
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Making a More Resource Efficient World Possible

As one of the major players in the telecoms industry, Ericsson enjoys
the benefits of being a strong contributor to the creation of a better
world for people to live in. This is because telecommunication by

its very nature has the potential to reduce environmental impact,
allowing people to communicate over distance and time - instead of
using cars or other means of transportation to meet face-to-face.

The ability to transport ideas, not people, will pave the way for a world more
environmentally responsible and will improve quality of life for millions of people. The
extensive use of adapted wireless solutions will make it possible to meet demands from
both the developed and developing worlds. See chapter ‘Communication for all’.

Having said that, we recognize that there are environmental consequences connected
to our operations, just as there are in any form of industrial activity. We take these
concerns very seriously and continuously work to reduce the environmental impact
caused by the manufacturing and delivery of our products, as well as by the operation of
the products.

The basis for our efforts in this area is to look at the environmental impact of our
products from a life cycle perspective. Ericsson has for many years been one of the
leading companies in our industry when it comes to life cycle assessments.

Life cycle assessments

Environmental life cycle assessment (LCA) is a technique for assessing the environmental
aspects and potential impacts associated with a product or a service. LCA studies the
environmental impacts throughout the whole life cycle of the study object, from raw
material acquisition through production, use and disposal.

Ericsson has produced what we believe is the most thorough LCA for a 3G mobile
system. Independent scientists have reviewed our 3G LCA study to ensure that the
methods used are scientifically and technically valid. We also verified that the study was
in full compliance with relevant ISO standards.

The results of the study are directly applicable only to the reference system, but we
are convinced the results can be interpreted more broadly, given the fact that the studied
system represents a world average from the largest global supplier of 3G systems.

From this study, we can see that environmental impact varies significantly from one life
cycle stage to another. The manufacturing stage accounts for about 22 percent of the
total life cycle impact.

It is in the operational stage we find the most environmental impact. This stage alone
accounts for approximately 78 percent of the total life cycle impact. About 60 percent
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of this stems directly from the operation of telecom equipment, while about 18 percent
stems from operator activities.

End-of-life treatment in the studied 3G system actually gives a positive environmental
impact of 3 percent in the end-of-life stage. This positive impact stems from the
environmental credit awarded when material is returned for recycling.

CO5 emissions greatly reduced

The total effect of Ericsson’s efforts to reduce its environmental impact — again measured
in CO, emissions — is promising. In each of the past three years, we have enhanced our
portfolio with new products that will reduce our total CO, emission, over their lifetime, by
10 percent compared with the prior year's product portfolio.

Improvements through Design for Environment

One of the cornerstones of Ericsson’s environmental efforts is our ‘Design for
Environment’ program, which gives our product designers detailed guidelines for
designing products.

Design for Environment is a “full-circle’ plan with a strong focus on improving the energy
consumption of our products. Apart from energy consumption, the plan also covers areas
such as the use of substances and raw materials in our products; efforts to reduce the
volume of products; and end-of-life treatment.
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The life cycle perspective
We look at environmental issues
with a life cycle perspective

— covering all aspects from
design to end-of-life treatment
of our products.

A resource efficient
technology

Wireless communications

is a very resource efficient
technology. As an example,

the present CO2 emission per
subscriber per year corresponds
to less than 16 liters of gasoline.
An improvement of just a little
more than one percent in the
energy efficiency of the radio
base stations sold during one
year compensates for all the
fossil carbon dioxide released
from all air travel in the whole
Ericsson group during the same
time period.

More information:
http://www.ericsson.com/
sustainability/designing_for_the
environment.shtml

Read the summary report of the
study “Life Cycle Assessment of
a Third Generation (3G) System
at Ericsson” at:
http://www.ericsson.com/
sustainability/pdf/Ericsson_3G_
LCA_study.pdf
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Ericsson’s main focus in decreasing the environmental impact of its products in the
operational stage is to work continuously to improve the energy efficiency of our
products. The (electric) energy consumption of the radio base station (RBS) sites in
operation is by far the most significant environmental impact factor for all wireless
telecom systems.The result of Ericsson’s energy efficiency efforts is encouraging. The
energy efficiency of the current products is far better than the first generation’s. As an
example, our new RBS nodes consume 40 percent less energy than the nodes we studied
in our first LCA study in 2002.

Reduction of Hazardous Substances

The European Union (EU) has issued a directive on Reduction of Hazardous Substances
(RoHS). This directive states that certain materials identified as hazardous substances
must not be present in “new electrical or electronic equipment put on the market” from
July 1, 2006. In addition to the EU, many other countries, including China, are instituting
similar regulatory measures.

The directive bans the use of cadmium, lead, mercury, hexavalent chromium,
polybrominated biphenyls (PBB) and polybrominated diphenyl ethers (PBDE) in electrical
and electronic equipment.

Ericsson is well prepared to face the challenges laid out in the RoHS directive and will
meet all the requirements in due time for all products. We work continuously with phasing
out banned and restricted substances. Experience shows that this process requires time
and a systematic approach for every substance to be replaced. We have already taken
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More information on
hazardous substances at:
http://www.ericsson.com/
sustainability/download/pdf/
banned.pdf

RBS dematerialization

While increasing the subscriber
capacity, the size of radio base
stations has been substantially
reduced (liters per active user).
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a number of steps and are actively engaged in further measures, including working with

suppliers, to ensure compliance:

e PBB, PBDE and mercury: These substances are already phased out from products

e Cadmium is already banned and phased out from most applications. Will be phased
out from remaining applications in line with the RoHS directive.

® Hexavalent chromium will be phased out in line with the RoHS directive.

¢ [ead: Regarding lead in solder, Ericsson has been conducting studies and tests of
lead-free solders and soldering methods for several years. The solder that Ericsson
has decided to use instead of lead solder is a tin-copper-silver alloy. This solder has
higher melting temperature than tin-lead solder, which means there must be stricter
requirements on components to comply with the raised soldering temperatures.
Regarding lead in components, requirements are agreed with our suppliers to phase out
lead in line with the RoHS directive.

Other substances:

® Halogenated flame retardants: Ericsson’s ambition is to substitute these substances
with halogen-free alternatives as soon as environmentally and technically sound and
cost-effective alternatives are available.

Reducing the mass of products

Reducing the mass (volume and weight) of our products is an important aspect of
Ericsson’s Design-for-Environment efforts. By reducing the volume and weight of a
product in relation to its capacity, processing power and efficiency, we achieve many
benefits throughout all life stages:

e At beginning of life: Smaller amounts of raw materials required for manufacture.

e During initial deployment: Less energy consumed transporting to site; smaller sites.

e During operational life: Lower energy consumption by products and systems in use.
At end of life: Easier handling of retired equipment, with smaller masses to be handled.
Well-planned logistics ensure that the environmental impact of transporting goods to
recycling centers does not outweigh the benefits of recycling.

In recent years, Ericsson’s efforts in this area have delivered tangible results. In 1985,
an analog macro radio base station required 85 litres of space per active user. Today, 20
years later, our newest line of digital radio base stations requires only 1.5 litres of space
per user.

End-of-life treatment: Recycling and disposal of products

Evolving effective end-of-life strategies for business-to-business products is a core

part of Ericsson’s drive to create a safe and clean environment. Customer and social
responsibility as well as legal requirements such as the EU Waste Electrical and Electronic
Equipment (WEEE) Directive (2002/96/EC) have prompted Ericsson to develop a
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Total CO2 emission
Ericsson’s total CO2 emission
has decreased over the years.
The increase in 2004 is due to
increased transport, as a result
of increasing volumes (ktons).
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comprehensive solution for the end-of-life return of our old products. This global end-of-
life treatment program is called Ecology Management Service.

End-of-life treatment is not only a positive contribution to the environment. It is also
a financially attractive activity: after demounting batteries and cooling media, it is now
possible to recycle 85 percent of the product weight of an outdoor radio base station in
various metals. Among these metals are copper, silver, gold and palladium.

The importance of our suppliers

Good supplier relations, building on mutual trust, are of utmost importance. From the
environmental impact perspective it is very important to communicate clearly to our
suppliers about our requirements in various areas. The suppliers specify their compliance
with the RoHS directive in contractual agreements as well as in materials declarations on
the products/components that they provide.

A materials database is used to handle and store the material declarations. This tool
allows material summaries at different product levels. Compliance with the Ericsson
banned, restricted and observation lists can consequently be checked during the whole
product design process.

Ericsson’s environmental profile

The main sources of fossil energy use within Ericsson are — in order of importance
—transport to and from the company; operation of offices and production sites; and
work-related travel by air and car. The total CO» emission from this direct energy use has
slightly increased during 2004. The main reason for this is the fact that air transportation
of products has nearly doubled in volumes.

Excluding product transportation, Ericsson’s total CO» emissions have decreased
as the number of employees has decreased — there is a close correlation between
these figures. Over the past five years, travel, energy and related CO, emissions have
decreased. One reason for this is the fact that air travel has been reduced - it is now
30 percent below the 1995-2000 average measured per employee — thanks to travel-
restriction programs introduced within Ericsson. A small reduction in energy consumption
has been the result of activities related to building operation. Reduction of energy
consumption is also an important objective at our production facilities.
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CO2 emission per function
The emission per subscriber
has decreased over the past
five years. (Tons per million
subscribers.)
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Ericsson environmental indicators (total figures) 0ooo 2003 2002
gOoioopoo

- Average 00iooo 58,000 73,400
- Year-end 0ooooo 51,500 64,600
Net sales (SEK m.) 000000 118,000 146,000
Electricity (GWh) ooo 580 729
Other energy (GWh) 0og 130 146
Indoor area (km2) 0o n.m. 3.2
Land area (km?) 000 n.m. 5.5
Water (Mton) 0o n.m. 2.5
Air travel (Mpkm) 0oo 650 795
Car travel (Mpkm) ooo 380 470
Air transports (Mtonkm) 0oo 251 256
Road transports (Mtonkm) 0oo 110 110
Waste, total (tons) 00ooo 27,000 29,900
0o0o0omoo

Emissions, total (tons) mji 10 15
Produced weight (tons) 0oiooo 75,000 77,500
Produced function (Msub) ooo 250 165
COo-total (tons) 00oiooo 550,000 640,000
- Office activities (tons) 000ooo 310,000 386,000
- Production and transport (tons) 000ooo 240,000 248,000

CO, emission per subscriber is a good indicator

Ericsson believes that the best indicator of our direct emission is CO, emission per
subscriber, which has been significantly reduced in 2004.

During the past five years we have reduced our direct CO» emission by more than 25
percent annually on average. The emission has gone from 6 tons per million subscribers
to 1.6.

Encouraging results

During the 1990s, Ericsson dramatically decreased its emission levels. Several factors

contributed to this. One was improved emission control, working together with authorities,

while another was the installation of cleaning equipment and implementation of closed

systems in manufacturing. Since 2000, outsourcing of our production, especially of

mechanics, components and printed circuit-board production, further reduced our direct

emissions. The emissions by our suppliers are indirect emissions, and are covered by the

LCA analysis and our Code of Conduct. Among the results we have reported are:

¢ Emissions to air of halogenated hydrocarbons and solvents were reduced from about
500 kg (in 1995) to 39 kg (in 2001) when measurements stopped.

¢ Metal emissions to water have been reduced from about 600 kg (in 1995) to 20 kg (in
2002) when measurements stopped.

¢ Total waste has been reduced from about 50,000 tons (in 1995) to 23,300 tons (in 2004).

We have stopped mesuring our air and water emissions as they have been reduced to
levels deemed insignificant by environmental authorities. We continue to measure waste
on an annual basis, see table above.
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Managing our Supply Chain

Through our Code of Conduct, Ericsson protects the human rights of
people working within the company as well as those working for our
suppliers and subcontractors. Adherence to the Code of Conduct is
mandatory - without exception.

As a global leader in the telecom industry, Ericsson must always be associated
with respect for human rights, internationally acceptable working conditions, and
environmentally friendly business practices within our entire supply chain.

We want our suppliers to embrace voluntarily our conviction that good corporate
social responsibility practices are an integral part of sustainable business development.
Significant change is not usually achieved in a single step and our policy of ‘continuous
improvement’ is based on mutual trust and cooperation. We are prepared to engage on a
long-term basis with suppliers that show a willingness to improve.

Although cultural differences and other relevant factors are taken into consideration, we
will not compromise on our fundamental requirements, nor will we hesitate to carry out
our corporate responsibilities.

Supply chain management system

Social, ethical and environmental considerations are an integral part of our decision-
making process, along with risk management, business planning and product
development. Our management system follows a standard model that can be described
as listening, planning, acting, measuring and reporting, and is designed to achieve
ongoing improvements.

To prioritize and focus our activities, we perform an assessment that identifies at-risk
countries and commodities.

Supporting improvements

A Code of Conduct based on the UN Global Compact has been developed and
communicated to suppliers starting in 2002. The Code of Conduct has been agreed with
all of our direct suppliers.

With the initial implementation completed, we are now moving into the monitoring and
follow-up phase. During 2004, we performed a number of audits and as a result have
developed a profile of the most common deficiencies. These deficiencies have not been
found within our direct suppliers but rather within their sub-supply chains.
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These deficiencies are typically a result of a lack of understanding of what is required
rather than deliberately avoiding compliance. According to our Code of Conduct, it is the
responsibility of our suppliers to ensure that their employees and their sub-suppliers are
duly informed about, and comply with, our code.

However, we realize that we must support our suppliers in their efforts to improve
ethical and environmental performance within their supply chains if they are to live up
to our high standards. Our findings will serve as the basis for an education and training
program that will be offered to our employees as well as selected suppliers.

We also realize that we are not the only company facing these issues. To this end, we
are also working through industry forums such as the Global e-Sustainability Initiative
(GeSl).

Key achievements during 2004

Established a Corporate Management forum to manage our sourcing activities better.
Educated and trained internal Supplier Code of Conduct auditors.

Arranged Code of Conduct seminars for Ericsson employees and suppliers.
Conducted supplier Code of Conduct audits for selected commodities.

Conducted Code of Conduct audits in the supply chain in cooperation with a direct
supplier.

Key objectives for 2005

¢ |ntegrate our ethical and environmental requirements process within the Ericsson
sourcing process.

¢ Ensure that all frame agreements with new suppliers include requirements for ethical
and environmental compliance.

¢ Review existing agreements with suppliers and renegotiate if our ethical and
environmental requirements are not fully covered.

¢ Provide education and training in prioritized areas based on the findings of our audits
and targeted at high-risk suppliers.

¢ Further expand our supply chain audits and follow-up activities.

Plans for 2006

¢ Ensure that all of our suppliers comply fully with our Code of Conduct.

¢ Further educate and train management in all business units and market units within
Ericsson about our requirements for human rights, basic working conditions and
environmental performance.
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