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PRESENTATION OF INFORMATION

In this Annual Report, unless otherwise indicated, all financial information presented has been prepared in
accordance with Swedish GAAP. In addition, net income (loss) for the years ended December 31, 1999, 2000 and
2001, and shareholders’ equity as of December 31, 1999, 2000 and 2001 have been reconciled with U.S. GAAP.

Effective January 1, 2002, Swedish GAAP requires that companies that are effectively controlled be
consolidated. Asaresult, we have restated our consolidated financial statements as of and for each of the five years
ended December 31, 1997, 1998, 1999, 2000 and 2001 to consolidate certain finance companies in which we have
minority holdings which were previously accounted for under the equity method. Consequently, the audited
consolidated financia statements included herein for the year ended December 31, 2001 differ from those historical
financial statements included in our filing on Form 6-K dated April 22, 2002. For additional information regarding
the impact from these Swedish GAAP changes on our financial statements, see our financial statements, beginning
on page F-1.

Both amounts stated in Swedish krona (SEK) and derived from U.S. dollars (USD) and amounts stated in
USD and derived from SEK, unless otherwise indicated, have been converted at a fixed rate, solely for convenience.
These conversions should not be construed as a representation by us that the SEK amounts actually represent such
USD amounts, or vice versa, or that a conversion could be made at the rate indicated, or any other rate, or at all.
Unless otherwiseindicated, USD and SEK amounts have been converted at the rate of USD 1.00 per SEK 10.3630,
the noon buying rate as announced by the Federal Reserve Bank of New York on March 29, 2002. We present our
financial statementsin SEK.

Certain amounts and percentages have been rounded and accordingly may not total.

We obtained some of the information presented in this Annual Report regarding market share and industry
information relating to our business from market research reports, analyst reports and other publicly available
information. Although we believe that this information is reliable, we cannot guarantee the accuracy or
compl eteness of the information and we have not independently verified it.

Reference in this Annual Report to the “Company”, “Ericsson”, “we”, “our” or “us’ mean
Telefonaktiebolaget LM Ericsson (publ) and its consolidated subsidiaries.

FORWARD-LOOKING STATEMENTS

This Annual Report includes “forward-looking information” within the meaning of Section 27A of the

United States Securities Act of 1933, as amended, and Section 21E of the United States Securities Exchange Act of
1934, as amended, and includes assumptions about future market conditions, operations and results.
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The words “believe”, “expect”, “anticipate”, “intend”, “may”, “plan” and similar expressions are intended
to identify these statements. Forward-looking statements appear in a number of placesincluding, without limitation,

“Item 3D: Key Information¥s Risk Factors’, “Item 4: Information on the Company” and “Item 5: Operating and
Financial Review and Prospects’, and include statements regarding:

strategies, outlook and growth prospects;

future plans and potential for future growth;

liquidity, capital resources and capital expenditure, and our credit ratings,
growth in demand for our systems and services,

our joint venture activities;

economic outlook and industry trends;

developments of our markets;

the impact of regulatory initiatives;



research and devel opment expenditure;

the strength of our competitors;

plansto launch new products, systems and services; and
expected cost savings from our various cost reduction measures.

Although we believe that the expectations reflected in these and other forward-looking statements are
reasonable, we can give no assurance that these expectations will prove to be correct. Because these statements
involve risks and uncertainties, results could differ materially from those set out in the forward-looking statements
asaresult of:

conditions in the telecommunications industry and general economic conditions in the markets in
which we operate, and our ability to adapt to rapid changes in market conditions;

political, economic and regulatory developments in the markets in which we operate, including

alegations of health risks from electromagnetic fields and increasing cost of licenses to use radio
frequencies;

management’s ability to develop and execute a successful strategy, including partnerships,
acquisitions, divestitures and ability to manage growth and decline and to execute cost-reduction
efforts;

financial risks, including foreign exchange rate changes, interest rate changes, credit risksin relation to
counterparties and risks of confiscation of assetsin foreign countries and risks of insufficient liquidity
to execute payments;

the impact of changes in product demand, pricing and competition, including erosion of sales prices,

increased competition from existing or new competitors or new technology and the risk that new
systems and services may fail to be accepted at the rates or levels we anticipate;

our customer structure, where the number of customers may be reduced due to consolidation in the
industry, and the remaining customers will become larger, and the negative business consequences of a
loss of, or significant decline in, our business with such a customer;

the impact of a downgrading of our credit rating;

cost overruns on significant long-term contracts with price reduction mechanisms and extended
payment terms;

defaults by our customers under significant customer financing arrangements;

product development risks, including our ability to adopt new technologies, and to develop
commercially viable systems and services, our ability to acquire licenses to necessary technology, our
ability to protect our intellectual property rights through patents and trademarks and to defend them
against infringement, and results of patent litigation;

supply constraints, including component or production capacity shortages, suppliers’ abilities to
deliver products on time with good quality, and risks related to concentration of purchases from a
single vendor or proprietary or outsourced production in asinglefacility; and

our ability to recruit and retain highly qualified management and other employees.

Certain of these factors are discussed in more detail elsewhere in this Annual Report, including under
“Item 3D: Key Information - Risk Factors’, “ltem 4: Information on the Company” and “Item 5: Operating and
Financial Review and Prospects’. We undertake no obligation to publicly update or revise any forward-looking
statements, whether as aresult of new information, future events or otherwise.
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ITEM 1: IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.
ITEM 2: OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.
ITEM 3. KEY INFORMATION

Item 3A: Selected Financial Data

The following table sets forth selected consolidated financial data for each of the years in the five-year
period ended December 31, 2001. The selected consolidated financial data for the five-year period ended
December 31, 2001 are derived from our audited consolidated financial statements. We have restated our
consolidated financial statements as of and for each of the five years in the period ended December 31, 2001, as
discussed in the notes to our financial statements included herein. Our consolidated financial statements have been
prepared under Swvedish GAAP. For a reconciliation to U.S. GAAP of net income (loss) and consolidated
shareholders' equity, and a discussion of the significant differences between U.S. GAAP and Swedish GAAP
affecting our consolidated financial statements, see Note 24 to our consolidated financial statements. The following
data should be read in conjunction with “Item 5: Operating and Financial Review and Prospects” and our
consolidated financial statements and other financial information included elsewhere in this Annual Report. All per
share data has been adjusted for our 1:1 bonusissuein 1998 and our 4:1 stock split in 2000.

Asof and for the
Year Ended December 31,

1997 1998 1999 2000 2001
(SEK millions, unless otherwise stated)

Swedish GAAP
Consolidated I ncome Statement
NEE SAIES ..ttt 167,740 184,438 215,403 273,569 231,839
Operating income (10s9)....... 18,610 19,16 17,469 30,828 (27,380)
Income (loss) before taxes... 17,218 18,21 16,386 28,692 (30,309)
NEEINCOME (I0SS) ..o 11,941 1304 12,130 21,018 (21,264)
Earnings (loss) per share, after cumulative effect of accounting 154 i 1.55 2.67 (2.69)
change basic® (SEK per share) .........ccceveveveeeeeveeeeeeeeeeenans
Earnings (loss) per share, after cumulative effect of accounting 1.52 i 154 2.65 (2.69)
change dilutec® (SEK per Share)..........ocovvveveveeeeeeeereeneiennns
Cash dividends per share:
N SEK s 0.44 ( 0.50 0.50 0
1O S B USSR 0.06 ( 0.06 0.05 0
Consolidated Balance Sheet
Working Capital'™ ...........cccoeoviiiieieiieeeeee e 52,701 534 70,426 97,261 104,998
Tangibleassats, NEL ......cceveieieiie e 19,444 22,7¢ 24974 23,104 16,641
TOtAl BSSELS ...ttt 152,497 172,65¢ 211,412 263,282 257,521
Interest-bearing debt ..........cooviiiiiiiii e 26,697 31,63 52,901 59,427 89,879
NEL BSSELE™ ..o 57,117 65,2¢ 71,492 94,587 72,240
MiINOrity INTEIESE ..o 4,493 21 2,316 2,901 3,653
StoCKNOIErS EQUILY .....veeieiieeiiee et 52,624 63,1 69,176 91,686 68,587
Stockholders' equity (SEK per share)..........coocveeveeeenieenieeineen, 6.8 8.8 11.6 85
Number of shares outstanding (millions of shares)...................... 7,795.9 7,805.4 7,828.6 7,910.3 8,065.5
Average number of shares outstanding (millions of shares) .......... 7,755.0 7,800.9 7,817.2 7,869.5 7,908.7
Average number of shares after full conversion and exercise of 78976 70875 79875 8,004.4 70878

stock options (Millions of Shares) ........ccceevieeiniieniieeeeee




Asof and for the
Year Ended December 31,

1997 1998 1999 2000 2001
(SEK millions, unless otherwise stated)
U.S.GAAP
NEL SAIES ...ttt 167,740 184,438 215,403 273,569 231,839
Operating iNCOME (I0S9) .....ccvevveriiriiririnieieee e 19,798 22,672 21,903 35,350 (32,833
NEL INCOME (I0SS) ...ttt 12,848 15,539 15,239 23,393 (24,403)
Earnings (loss) per share, basic” (SEK per share). 1.66 1.99 1.95 2.97 (3.09)
Earnings (loss) per share, dilutec® (SEK per share) 1.63 1.97 1.92 2.94 (3.09)
. 160,810 184,298 235,950 291,013 278,146
Stockholders EQUILY.......cocueeeiiie e 57,364 70,318 85,616 109,217 77,801
Capital SLOCK......eeeeieeieiiie et 2,436 4,878 4,893 7,910 8,066
Average number of shares outstanding (millions of shares):
BaSICY .o 7,755.0 7,800.9 7,817.2 7,869.4 7,908.7
DIULEE™ ... 7,897.6 7,987.5 7,987.5 7,999.5 7,908.7
Effective October 1, 2001, Sony Ericsson Mobile Communications assumed substantially all of the operations of the Phones segment. As of this date, 50
percent of the results of the Sony Ericsson joint venture are reported under “Earnings of joint venture and associated companies’ pursuant to equity
accounting principles. Retained Phones operations are reported under “ Other operations”.
The following additional financial information is presented, pursuant to Swedish GAAP, as a means of reporting comparable financial data for sales, cost of
sales and operating expenses for the years 2000 and 2001, as if the results of the transferred operations had been accounted for under the equity method for
the period January 1, 2000 to September 30, 2001. Net income and stockholders’ equity are not affected.
Year ended December 31,
2000 2001
Actual Adjusted Actual Adjusted
(SEK millions)
Net sales....... 273,569 221,586 231,839 210,837
Cost of sales..... (180,392) (120,617) (173,900) (142,981)
OPEXatNG EXPENSES ......oeveeeeeeee e (90,429) (73516) (93,002) (85,074)
Other Operating reVENUES...........veeiieeiieeiiee e eiee e 27,983 27,463 8,398 8,400
Share in earnings of joint ventures and associated companies...... 97 (24,088) (715) (18,562)
Operating iNCOME (I0SS) .....cvveiveiriieriee it 30,828 30,828 (27,380) (27,380)

Earnings per share, basic, are based upon average number of shares outstanding.

Diluted earnings (loss) per share are cal culated by dividing adjusted net income (loss) by the sum of the average number of shares outstanding plus all additional
shares that would have been outstanding if all convertible debentures were converted and stock options were exercised. Shares issuable upon conversion of
convertible debentures or exercise of options are treated asdilutive only when their conversion to ordinary shares would decrease earnings per share. 1n 2001,
diluted weighted average shares outstanding excludes the incremental effect of all options and all convertible debentures of 76.8 million shares, as the impact

would be anti-dilutive.

Cash dividends per share are those declared out of earnings for the year as recommended by our board of directors and approved by the annual general meeting
of shareholders held in March or April of the following year. The cash dividends per share have been converted to U.S. dollars at the rates on the respective

payment dates of each year.

Working capital i s defined as current assets, less current non-interest-bearing provisions and liabilities. Our definition of working capital differsfrom U.S. GAAP
in that it does not include current maturities of interest-bearing liabilities. An application of the U.S. GAAP definition of working capital would give the

following amounts: SEK 73.5 billionin 2001, SEK 76.7 billionin 2000, SEK 56.8 billionin 1999, SEK 45.5 billion in 1998 and SEK 46.1 billionin 1997.

Net assetsis defined as total assets |ess provisions and liabilities.



Exchange Rates

The following tables provide information with respect to the exchange rate for Swedish kronor per
U.S. $1.00, based on the noon buying rate for cable transfersin Swedish kronor as certified for customs purposes by
the Federal Reserve Bank of New York. On July 5, 2002, the noon buying rate for Swedish kronor was U.S.$1.00 =
SEK 9.3750. The average is computed using the noon buying rate on the last business day of each month during the
period indicated.

Year ended December 31, Average
7.6843
7.9658
8.3007
9.2251
10.4328
10.1228
High Low
10.7290 10.2690
10.6800 10.4360
10.5000 10.1975
10.3685 10.2220
10.2950 9.7210
9.7560 9.2070

We describe the effects of exchange rate fluctuations on our business below under “Item 11A: Qualitative
and Quantitative Disclosures about Market Risk”.

Item 3B: Capitalization and Indebtedness
Not applicable.

Item 3C: Reason for the Offer and Use of Proceeds
Not applicable.

Item 3D: Risk Factors

You should carefully consider all of the information in this Annual Report and, in particular, the risks outlined
below.

An extended downturn in the telecommunications industry will continue to negatively impact our business and
results of operations.

We operate globally in the telecommunications markets and are subject to conditions particular to the
markets for telecommunications infrastructure, equipment and services. 2001 was a challenging year for the
telecommunicationsindustry. We reported a SEK 21.3 billion net loss in 2001. The beginning of 2002 has shown
no signs of improvement and the near term market outlook remains uncertain. The rate a which the
telecommunications industry improves is critical to our ability to improve our overall financial condition and to
achieve our financial goa of returning to profit at some point in 2003. Currently, the timing and strength of
recovery of the markets in which we operate is highly unpredictable. If the telecommunications markets continue to
show slow or negative growth, our business will continue to be negatively impacted.

We are subject to the impact of the current global slowdown and economic recession, the length of which is still
uncertain.

Our business has been negatively impacted by the global slowdown and economic recession that began in
the latter part of 2000. Current conditions in many of the large economies in which we operate and the global
economy remain extremely uncertain. Asaresult, it is difficult to estimate the level of growth for the economy as a
whole upon which certain of our business assumptions are based. It is even more difficult to estimate growth in
various parts of these economies, including the markets in which we operate. The future direction of the overall
local and global economies, including the success of ongoing changes in fiscal, monetary and regulatory policies
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worldwide, which will influence the length and severity of the current recession, will have a significant impact on
our overall performance.

Many of our customers have reduced and are continuing to reduce capital expenditure and, as a result, demand
for our systems and network roll-out services have declined and may continue to decline.

Many of our current and potential customers are network operators with high levels of indebtedness and, in
some cases, emerging or weak revenue streams. Adverse economic conditions, network over-capacity due to excess
build-out, lack of funding for telecom development and overspending on license fees have forced network operators
to undertake extensive restructuring and cost-cutting initiatives. In light of market conditions, many of our
customers have delayed delivery of and payment for orders previously placed and have implemented drastic
reductions in capital expenditure in 2002 as compared to 2001 and even more so in comparison with 2000, and may
continue to further reduce capital expenditure. As aresult, demand for our systems and network roll-out services
has declined. If the demand for our systems and services weakens further or remains weak on account of the
financial condition of our customers, market and industry conditions or otherwise, this is likely to have a material
adverse effect on our business, results of operations and financial condition.

We may experience greater variability in our operating results than in the past and may have increased difficulty
in accurately predicting future operating results.

Our business is subject to a wide variety of factors that impact our quarterly and annual operating results
from period to period. The current worldwide economic slowdown and uncertainties in the telecommunications
market may continue to negatively impact the timing of network capacity build-outs, including the introduction of
new technologies such as 3G. We do not currently expect a near-term return to the sales or operating profit growth
levels that we have achieved in the past. Asaresult, our operating results may fluctuate significantly from period to
period and possibly more than they have historically.

In addition, uncertainties arising from these factors, in particular during difficult economic conditions,
make preparing estimates of our future operating results even more difficult than usual and may lead us to revise our
estimates and/or strategies more frequently than in the past. As aresult, any of these factors could have a material
adverse impact on our operations such that the results of operations for any period will not necessarily be indicative
of results to be expected in future periods.

We may be adversely affected by the significant changes that we expect in the wireless telecommunications

industry. In particular, the 3G technologies, CDMA2000, EDGE and WCDMA, may not become commercially
successful, which could be detrimental to our competitive and financial position.

The wireless telecommunications industry is undergoing significant changes. These include the
continuation of digital upgrades in existing analog wireless systems, evolving industry standards, ongoing
improvements in the capacity and quality of digital technology, the integration of wireless and wireline services,
shorter development cycles for new services, evolution to 3G standards and changes in end-user needs and
preferences. In general, this causes uncertainty over future demand for our systems, products and services and the
pricesthat we will be able to charge for these systems, products and services.

Several wireless service providers have announced that they will soon introduce new 3G wireless services
in the geographical regions in which we operate. We expect that 3G services will combine the attributes of faster
speed, greater data capability, better portability and greater functionality. We have chosen to pursue 3G
technologies vigorously and, as a result, we are the current market leader for WCDMA and EDGE systems.
WCDMA is a 3G technology developed by us and others, which enables wideband digital radio communications.
WCDMA has been selected for the third generation of mobile telephone systemsin Europe, Japan, the United States
and other markets. EDGE and CDMA2000 are technologies developed to increase capacity and enable high-speed
transmission of existing 2G networksto 3G standards.

However, there could be competing technological standards, several options within each standard, vendor-
proprietary variations and rapid technological innovation in connection with 3G roll-outs in various locations around
theworld. Moreover, other technologies, such as wireless local area networks, could provide additional competition
for some services. If any or all of these alternative 3G technologies were to become commercially successful, we
may not be able to shift our technology focus quickly or efficiently enough to successfully compete. Technological
changes can also affect the price we are able to obtain for systems and services. Accordingly, there can be no
assurances that technological changes will not materially adversely affect us.
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We engage in customer financing which exposes us to certain credit and other risks of our customers, including
customers without established revenue streams.

We have provided, and expect to continue to provide, some of our customers with various forms of direct
and indirect financing in connection with large infrastructure projects, including build-outs of 3G networks.

Our customer financing increases our vulnerability to downturns in the economy and the industry in
general, and to adverse changes in our customers' businesses in particular. Customer financing arrangements may
include commitments to finance all or a portion of the purchase price for our systems and services, and in
exceptional cases, working capital. These financings expose us to credit risks which may be significant, in
particular in relation to network operators with limited experience or proven track records, network operators in
emerging markets with volatile economies, such as Latin America and Asia, and network operators which may have
incurred significant indebtedness in connection with their acquisition of 3G licenses. Defaults by these operators
could occur for reasons beyond our control and could result in the restructuring of these financing arrangements or
credit losses. The amounts of these financings, and the associated impact on our results and working capital, may be
significant and may be concentrated among a limited number of our customers. Additionally, while we attempt to

take security interests in the projects we finance, the liquidation value of secured assets could be small compared to
the loan amounts.

Deterioration in the credit quality of our customers may further increase our capital needs if we are unable
to refinance customer financings through securitizations or otherwise transfer future funding commitments to
financial institutions and investors on acceptable terms and in the expected timeframes. While we evaluate our
customer credits on a quarterly basis to make appropriate provisions for impaired credits, there can be no assurance
that the provisions we make will be sufficient to reflect any actual impairment of our customer credits.

Failure to successfully implement our cost reduction measures may adversely affect our financial results.

In 2001, we adopted an “Efficiency Program”, intended to reduce our cost base in an effort to minimize the
impact of the slowing economy and uncertainties in the telecommunications markets. This comprehensive cost-
reduction program included plans to discontinue unprofitable product lines, exit unprofitable businesses and
consolidate manufacturing, research and development and administrative operations. While the Efficiency Program
has already generated significant savings, we have not yet realized the full effects of this program and actual results
may vary materially from our estimates. In addition, we have recently announced additional cost savings measures,
intended to decrease our cost base by another approximately SEK 20 billion annually when fully implemented by
the end of 2003. These anticipated cost savings are based on our estimates, which may not materialize. In addition,
our cost reduction measures are based on current conditions and do not take into effect future cost increases that may
result from changesin our industry or operations, including new business devel opments, wage and price increases or
other factors. Our failure to successfully implement these planned cost-reduction measures or the potential that
these efforts may not generate the level of cost saving we expect going forward, could negatively impact our
financial results aswell as our ongoing operations.

Our financial instruments contain rating triggers, financial ratios and other covenants that may affect our access
to and cost of funds.

Our long term debt is currently rated Baa3 by Moody’s and BBB by Standard & Poor’s both with a
negative outlook. In February 2002, Moody’ s lowered our long-term credit rating from Baal to Baa2, in May 2002,
Standard & Poor’'s lowered our long-term credit rating from BBB+ to BBB and in June 2002, Moody’s further
lowered our long-term credit rating from Baa2 to Baa3. Our EUR 400 million credit facility (approximately SEK
3.7 hillion) entered into in October 2001, which we have never drawn upon, was made unavailable by the
downgrade in February 2002. Further downgrades could have an impact on our liquidity position by limiting our
access to additional funding and increasing our funding costs.

Of the SEK 17.0 billion available to us as of March 31, 2002 under our existing long-term credit facilities,
our USD 600 million long-term credit facility has interest rates linked to our credit rating. This long-term credit
facility is currently undrawn. As aresult of recent downgrades, this facility was amended in June 2002 to eliminate
certain financial covenants linked to our credit rating and to include certain other financial covenants. According to
the amended terms, a further downgrade to Bal by Moody’s or BB+ by Standard & Poor’s would increase the cost
of thisundrawn facility by approximately SEK 14 million annually. In addition, the interest rate on an aggregate of
SEK 21.7 billion of notes issued pursuant to our Euro Medium Term Note program, comprising notes of EUR 2
billion and GBP 226 million, is linked to our credit rating. Interest rates on this debt increase or decrease by 0.25
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percent per annum for each decrease or increase in our credit rating below BBB+ or Baal, as announced by

Standard & Poor’sor Moody’s, respectively. The three most recent downgrades have caused an estimated increase
in funding costs of approximately SEK 165 million per annum relating to our outstanding medium term notes.

In addition, a portion of the credit portfolio arrangement entered into in December 2001 with a syndicate of
banks would be affected by a further downgrade. The arrangement consists of two facilities under which SEK 7.9
billion was outstanding as of March 31, 2002. One facility provides for credits of up to SEK 12.3 billion on alimited
recourse basis. As aresult of the most recent downgrade from Baa2 to Baa3 (Moody’s), the syndicate banks have
recourse against us for 30 percent of the total commitment and may, upon a simple majority vote of the member
banks, demand that we maintain this amount in the form of cash collateral. The other facility, for SEK 3.8 hillion, is
fully guaranteed by us. The bank syndicate, at its discretion, has the right to put this guaranteed facility to us, should
the rating fall to Baa3 (Moody’s) or BBB- (Standard & Poor’s). While we have initiated discussions with the
relevant bank syndicates for these arrangements, as a result of the recent downgrade to Baa3 (Moody’s), we are
unaware of any intention to require additional cash collateral or exercise the put option.

Given the current market conditions in the telecommunications industry and the uncertainty of the outlook
for the industry, it is possible that we may suffer additional downgrades. If our credit rating further deteriorates, we
will incur additional interest expense

Furthermore, our ability to comply with rating conditions and financial ratio covenants is dependent on a
number of factors, many of which are beyond our control. If we are unable to comply with rating conditions and
financial ratio covenants, we may need to repay or refinance the related debt and/or other debt which contains cross
default provisions. This may have a materially adverse impact on our financial condition. We cannot assure you
that we would be abl e to refinance our indebtedness or obtain additional funding on favorableterms, or at all.

Our access to funding has decreased and may continue to decrease or become more expensive as a result of our
operational and financial condition and market conditions.

Our commercial paper and other short term debt is currently rated A-3 and P-3 (both with a negative
outlook) as assigned by Standard & Poor’s and Moody’s, respectively. Our current rating and the number of large
commercial paper issuers whose recent credit downgrades have placed them in this market, may restrict our access
to credit and, in particular, may make commercial paper or other short-term borrowings unavailable or of limited
availability to us. For this reason, outstanding commercial paper was reduced from SEK 4.7 billion at the end of
2000 to zero at the end of 2001 and we currently do not intend to access this market in the near future. We cannot
assure you that we will have access to the commercial paper market in the future onfavorable terms, or at all.

Our business has substantial cash requirements and we may require additional sources of funds if our current

sources are unavailable or insufficient to satisfy these requirements, and we cannot assure you that these
additional sources of fundswill be available or available on reasonable terms.

We have substantial cash requirements in connection with our operations, research and development,
capital expenditure, cost reduction measures, customer financing programs and debt service obligations. In addition,
new product development, which is key to the success of our business, is capital intensive. If the cash we generate
from our operations or that we can access under our credit facilities or from other sources is not available when
needed or is insufficient to satisfy our requirements, we may require additional sources of funds, including by way
of possible asset sales. We cannot assure you that any required additional sources of funds would be available or
available on reasonable terms, particularly in light of our existing debt levels and credit ratings, or that we would be
able to dispose of assets to raise cash in atimely manner or for fair value. If we do not generate sufficient amounts
of capital to support our operations, complete our cost reduction measures, continue our research and devel opment
and customer financing programs, service our debt and develop new products or we do not generate sufficient
amounts of capital at the times and on the terms required by us, our business will likely be adversely affected.

Our A shareholders have voting control over the company.

Under our current capital structure, each A share has a thousand times the voting power of each B share.
Accordingly, as of March 28, 2002, our A shareholders held 15.6 percent of our capital stock but 91 percent of our
voting rights. Of our two largest shareholders, Investor AB held 4.7 percent of our capital stock and 38.7 percent of
our voting rightsand AB Industrivarden held 2.3 percent of our capital stock and 28 percent of our voting rights as
of March 28, 2002. Asaresult, our A shareholders, and in particular Investor AB and AB Industrivérden, have the
ability to exert significant influence over certain actions requiring shareholder approval, including the election of
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directors and appointment of officers, and may have the ability to influence our policy. As such, decisions made by
Investor AB or AB Industrivarden may influence our business, results of operation and financial condition.

The telecommunications market is undergoing consolidation which increases our dependence on key customers.

Many significant participants in the telecommunications market are merging and consolidating as a result
of competitive pressures, and we expect this trend to continue. This consolidation process will likely decrease the
number of potential significant customers for our systems and services. For the year ended December 2001, our 20
largest customers accounted for approximately 60 percent of our net sales. Fewer significant customers will
increase our reliance on key customers and, due to the increased size of these companies, may negatively impact our
bargaining position and profit margins. The loss of, or a reduced role with, a key customer due to industry
consolidation could negatively impact our business, results of operations and financial condition.

We are dependent on developing new products which are complex and may not be successful in the market.

Product life cycles in our industry can be short and therefore we expend considerable resources in product
development and are actively engaged in designing new products and solutions and updating our existing products
and solutions. Introducing new products requires significant management time and a high level of financial and
other commitments to research and development and may not always result in success. Many of our products
incorporate advanced technologies, such as 3G technologies, that are untested or are undergoing testing. Our
development of new products may also require us to license third-party technologies and successfully integrate such
technologies with our products which may add to the already large cost of bringing a new product to market. We
are also actively engaged in the development of technology standards, such as WCDMA, EDGE, CDMA 2000 and
Bluetooth, which will be incorporated into our products. In order to be successful, those standards must be accepted
by relevant standardization bodies and by the industry as a whole. Our sales and earnings may suffer if weinvest in

developing and marketing technologies and technology standards that do not function as expected, are not adopted
in theindustry or are not accepted in the marketplace within the timeframe we expect, or at all.

We operate in the highly competitive telecommunications markets and our profitability will be affected if we are
not able to compete effectively.

The markets for our products are highly competitive in terms of pricing, product and service quality, the
timing of development and introduction of new products, customer service and terms of financing. We face intense
competition from significant competitors. Our competitors may implement new technologies before we do,
alowing them to offer more attractively priced or enhanced products, services or solutions than we provide. Some
of our competitors may have greater resources in certain business segments or geographic markets. We may also
encounter increased competition from new market entrants, alternative technologies or aternative
telecommunications platforms. As the competitive environment in the telecommunications and technology
industries changes quickly, relatively small and unknown companies able to provide innovative products may
quickly achieve a significant market position, particularly in local markets. Our operating results depend to a
significant extent on our ability to compete in this market environment, in particular on our ability to adapt to
changesin the markets to introduce new products to the market and to reduce the cost of new and existing products.

We have several long-term contracts which expose usto risks of cost overruns and extended payment terms.

We currently have several long-term contracts under which the price reduces during the life of the contract,
according to a pre-negotiated schedule. These long-term contracts are typically awarded on a competitive bidding
basis and the profit margins on these contracts may vary from the original estimates as a result of changes in
estimated costs, productivity specifications or timing. In addition, these contracts frequently include extended
payment terms which will require us to recover costs incurred in performing these contracts over the term of the
contract. Some of these contracts also provide for penalties for failure to deliver on time or if our products do not
perform. Should any of these contracts become unprofitable due to any or several of these reasons, our operating
results will be negatively impacted.

If our outside suppliersfail to deliver satisfactory components and manufacturing services on time, our financial
results could be negatively impacted.

We are dependent on our suppliers to obtain timely and adequate delivery of components and

manufacturing services. As part of our current business strategy, we have outsourced substantially all of our mass
production manufacturing. If we are unable to identify manufacturers who are willing to contract with us on
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competitive terms and devote adequate resources to fulfill their obligations to us, or if we do not properly manage
these relationships, our customer relationships, reputation or competitiveness may suffer.

We have experienced component shortages in the past that have adversely affected our operations. A fire
in March 2000 at a Philips Electronics component factory in Albuquerque, New Mexico, combined with the absence
of an alternative supplier, led to a severe shortage of integrated components for mobile handsets. Although we work
closely with our suppliers to avoid shortages and to arrange for alternative sources of supply, we cannot assure you
that we will not experience component shortages in the future. We also rely on alimited number of suppliers for a
number of our components, as well as a core group of electronics manufacturing services (EMS) companies for the
manufacture of our products, which increases our dependence on these suppliers. A reduction or interruption in
component supply, a significant increase in the price of one or more components or manufacturing services or
constraints on our suppliers capacity during periods of significant demand could have a material adverse effect on
our business, results of operations or financial condition.

Liability claims related to and public perception of the potential health risks associated with electromagnetic
fields may negatively impact our business.

We are subject to claims that mobile handsets and other telecommunications devices that generate
electromagnetic fields expose users to health risks. At present, a substantial number of scientific studies conducted
by various independent research bodies have indicated that electromagnetic fields, at levels within the limits
prescribed by public health authority safety standards and recommendations, cause no adverse effect to human
health. However, any perceived risk or new scientific findings of adverse health effects of mobile communication
devices and equipment could adversely affect us through areduction in sales. Although we comply with all current
safety standards and recommendations regarding electromagnetic fields, we cannot assure you that we will not
become the subject of product liability claims or be held liable for such claims or be required to comply with future
regulatory changes that may have an adverse effect on our business.

Our business and results of operations will be harmed if we are unable to protect our intellectual property rights
from challenges or unauthorized third party use or if we become involved in litigation.

Like other companies operating in the telecommunications industry, because our products comprise
complex technology, we experience litigation regarding patent and other intellectual property rights. Third parties
have asserted, and in the future may assert, claims against us alleging that we infringe their intellectual property
rights. If we do not succeed in any such litigation, we could be required to expend significant resources to pay
damages, develop non-infringing technology or to obtain licenses to the technology which is the subject of such
litigation. However, we cannot be certain that any such licenses, if available at all, will be available to us on
commercially reasonable terms. Defending these claims may be expensive and divert the efforts of our management
and technical personnel.

In addition, third parties may attempt to appropriate our confidential information and proprietary
technologies and processes used in our business, which we may be unable to prevent. EXxisting laws of some
countries in which we conduct business may offer only limited protection of our intellectual property rights, if at all.
We rely upon a combination of trade secrets, confidentiality policies, nondisclosure and other contractual
arrangements, and patent, copyright and trademark laws to protect our intellectual property rights; however, the
steps we take in this regard may not be adequate to prevent or deter infringement or other misappropriation of our
intellectual property, and we may not be able to detect unauthorized use or take appropriate and timely steps to
enforce our intellectual property rights.

If our mobile handset joint venture arrangement with Sony or other arrangements with strategic partners do not
progress as planned, our business could be negatively impacted.

In 2001, we formed Sony Ericsson Mobile Communications, ajoint venture with Sony Corporation for the
development, design, sales and distribution of mobile handsets to which we transferred substantially all of our
handset business. If this joint venture is unsuccessful on account of unsuccessful product development, limited
market acceptance of new products or for any other reason, we may not be able to compete successfully or at al in
the mobile handset market. We have also entered into other strategic development arrangements with third parties,
which typically involve the contribution by each party of various resources including technology, research and
personnel, and we may continue to do so in the future. If these arrangements do not devel op as expected, whether as
aresult of having incorrectly assessed our needs or the capabilities of our strategic partners, our ability to work with
joint venture partners or otherwise, our ability to develop new products and solutions may be constrained and this
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may harm our competitive position in the market. Additionally, charges relating to, or our portion of any losses
from, joint ventures may adversely affect our financial condition or results of operations.

Changes to the regulatory environment for telecommunications systems and services could negatively impact our
business.

Our industry is heavily regulated, and both we and our customers may be affected by changes in regulation
of telecommunications systems and services. For example, changes in regulation that impose more stringent, time-
consuming or costly planning, zoning or building approval requirements regarding the construction of base stations
and other network infrastructure could adversely affect the timing and costs of new network construction or
expansion and the commercial launch and ultimate commercial success of these networks. Expensive government
license fees can cause network operators to incur substantial indebtedness and fundamentally affect operators’
businesses, profitability and financial condition, as well as the demands network operators make on suppliers of
network systems and services such as us. Similarly, tariff regulation that adversely affects the pricing of new
services could affect the sales of our systems and services. Environmental, health and safety and privacy regulations
may increase costs and restrict operations of telecommunications companies and network operators. The indirect
impact of these changesin regulation could affect our business adversely even though the specific regulations do not
directly apply to usor our products.

We are subject to regulatory, foreign exchange and other risks associated with international operations.

We conduct businessin over 140 countries around the world with the majority of our sales originating from
countries in Western Europe and the Asia Pacific region. Changesin regulatory requirements, tariffs and other trade
barriers, price or exchange controls or other governmental policies in the countries in which we conduct business
could limit operations and make the repatriation of profits difficult. In addition, the uncertainty of the legal
environment in some regions could limit our ability to enforce our rights. Our results could also be materially
adversely affected by weak economic conditions in countries in which we do significant business as well as by
changesin foreign currency exchange rates which can introduce significant volatility to our rates of growth. We also
have extensive operations in emerging markets such as China, Latin America, the Middle East and Africa which
involves certain risks, including volatility in gross domestic product, civil disturbances, economic and governmental
instability, nationalization of private assets and the imposition of exchange controls.

We are dependent upon hiring and retaining highly qualified management and technical personnel.

Competition for highly qualified management and technical personnel isintense in the telecommunications
market. In particular, there is a high demand for engineers, information technology experts and other highly
specialized personnel to develop new technologies and products and provide services to our customers. Our future
success depends in part on our continued ability to hire, develop, motivate and retain engineers and other qualified
personnel needed to devel op successful new products, support our existing product range and provide servicesto our
customers. There can be no assurance that we will continue to be successful in attracting and retaining highly
qualified employeesin the future, especially in light of our prior and planned headcount reductions.

Our share price has been and may continueto be volatile.

Recent announcements by major corporations concerning irregular accounting practices and overstated
profits, as well as profit warnings and negative earnings announcements by companies in the telecommunications
sector have led to significant volatility in the global equity markets in general and in telecommunications-related
stocks in particular. As a result, investor confidence in the telecommunications sector remains weak and further
announcements or speculation regarding irregular accounting practices could further weaken investor confidence
and depress global equity market values.

Our share price has been volatile due in part to the high volatility in the securities markets generally, and in
telecommunications and technology companies’ sharesin particular, as well as developments from quarter to quarter
which impact our financial results. Factors other than our financial results that may affect our share price include
but are not limited to:

market expectations of the performance and capital spending plans of network operators;
the level of business activity or perceived growth in the market for telecommunications services in

general;
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investor perception of, as well as the actual performance of, other telecommunications and technol ogy
companies;

investor perception of the success and impact of our proposed rights offering and other offerings of
securities;

adowngrade or rumored downgrade of our credit ratings,

announcements by our key customers or announcements concerning financial difficulties for customers
for whom we have provided financing or with whom we have entered into material contracts;

announcements by our key competitors concerning the award of large supply agreements or contracts
for network roll-out;

potential litigation involving ourselves or the industries in which we operate;

announcements concerning the bankruptcy or other similar reorganization proceedings involving, or
any investigations into the accounting practices of other telecommunications companies;

technical problems, in particular those relating to the introduction and viability of 3G;

achange in end-user sentiment or their adverse view of newly introduced technology or services,

announcements concerning the relative success of or timetables for 3G mobile networks, systems and
services; and

general market volatility.

Currency fluctuations may adversely affect the trading prices of our B shares and American Depositary Shares
(*ADSs’) and the value of any distributions we make thereon.

Because our B shares are quoted in domestic currencies on local exchanges and the ADSs are quoted in
U.S. dollars, fluctuations in exchange rates between the Swedish krona and currencies in which the B shares or
ADSs are quoted may affect the value of your investment. In addition, because we pay cash dividends in Swedish
kronor, fluctuations in exchange rates may affect the value of distributions if your arrangements with your bank,
broker or depositary, in the case of ADSs, call for distributions to you in local currencies. Please review the
information under “Item 3A: Selected Financial Data — Exchange Rates’ for additional information on exchange
rates.
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ITEM 4. INFORMATION ON THE COMPANY

History and Development

Telefonaktiebolaget LM Ericsson (ubl) is a limited liability company organized under the Swedish
Companies Act. We wereincorporated on August 18, 1918, as aresult of a merger between AB LM Ericsson & Co.
and Stockholms Allmanna Telefon AB. Our origins date back to a manufacturing business for communications
equipment founded in Stockholm in 1876. Our A and B shares are quoted on Stockholmsborsen (the Stockholm
Exchange). Our B shares are also quoted on the exchanges in Dusseldorf, Frankfurt, Hamburg, London, Paris and
Zurich. Our ADSs are quoted on NASDAQ. Our registered office is located at Telefonvagen 30, S-126 25
Stockholm, Sweden, telephone +46 8 719 00 00. Our agent in the United States is Ericsson Inc., Vice President,
Legal Affairs, 740 East Campbell Road, Richardson, Texas 75081. Our web site is www.ericsson.com. This web
site address is not an active hyperlink to our web site. Information on our web site does not form part of this
document.

For a description of our principal capital expenditures and divestitures since the beginning of our last three
financial yearsto the date, see “Item 5: Operating and Financial Review and Prospects.”

Business Over view

We are an international leader in the development and supply of advanced systems and services for mobile
and fixed line communications to network operators. Our broad range of telecommunication and data
communication products includes end-to-end solutions, systems and services that enable mobile and fixed-line
networks to transmit voice, data and multi-media communication with reliability, efficiency and speed. Through our
recently created joint venture, Sony Ericsson Mobile Communications, we offer a range of mobile handsets,
including handsets which support multi-media applications, and other personal communication devices. We also
offer avariety of other systems and services to other equipment and handset suppliersrelated to our core expertisein
telecommunications technol ogies.

Business Strategy and Long Term-Goals

Our primary business objective is to strengthen our position as a leading provider of communication
systems and services. Our strategy for achieving this objective callsfor usto:

L ead market development through constant innovation and the development of standards;
Further develop our long-standing customer relationships with network operators;
Exploit our position as a global market leader; and

Continueto control costs and further enhance efficiency.

Lead market development through constant innovation and the development of standards

Innovation and creativity are important elements of our corporate culture. We have a long tradition of
developing innovative communication technologies, including technologies which help to establish industry
standards. For example, we were leaders in the early shift from analogue to digital mobile telephony, a critical stage
of development for the growth in wireless communications, and we have pioneered the development of industry-
wide technology standards such asWCDMA, GPRS and Bluetooth. We will continue to support innovation through
our commitment to research and development. In particular, we will continue to devote significant resources to
developing end-to-end communication solutions to support the rapid expansion and integration of the Internet and
multi-media services. Our goal is to build our business by developing and implementing solutions that will drive
network traffic and thereby enable our customers to succeed.

Further develop our long-standing customer relationships

We have strong relationships with the world' s leading mobile network operators and many of the world's
leading fixed-line operators. We believe we have a long-standing reputation for reliable, innovative and cost-
effective systems and services. As the telecommunications industry consolidates into fewer, larger network
operators, we believe our position in the industry and our strong customer relationships will be significant
competitive advantages for us. We will work with network operators to tailor products, solutions and services to
meet their evolving needs, such as developing solutions for integrating mobile and fixed telecommunications
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systems and providing expanded network management services. We believe that our ability to offer end-to-end

solutions — systems, applications, services and core handset technology — together with our in-depth knowledge of
customer requirements, make us well positioned to assist network operators to optimize their products and services.

Exploit our position as a global market |eader

We provide products and services to over 500 operators in over 140 countries. We have significant salesin
each of the largest geographic markets for telecommunications and are a supplier of wireless communication
equipment to the world’s 10 largest mobile network operators. Our expertise and experience in all major mobile
communication standards and proven track record for quality and innovation have allowed us to develop our
business on a global basis. We are utilizing our strong international presence and core competence in mobile
communications to expand into growth areas such as network management services. We also aim to use our global
reach to develop alliances with suppliers and manufacturers in order to increase our combined effectiveness. We
believe that our global presence and breadth of product offerings are competitive advantages as our customers
increasingly seek to provide telecommunications services globally.

Continueto control costs and enhance efficiency

We continuously monitor and adjust our product portfolio to focus on innovative products that can be
produced by us on a cost-effective basis and sold profitably. We work with suppliers and manufacturers to exploit
our economies of scale to secure low-cost, high-quality components and produce our product line more cost-
effectively. We have implemented efficiency programs resulting in increased standardization of internal processes
and support systems, which will allow us to quickly adapt to market conditions and customer needs. We also have
introduced procedures to better evaluate and reward employees based on performance. In addition, we focus on
developing and maintaining high levels of competence in our employees to secure our leading market position and
to stay in the forefront of technology development.

Business Segments

In the fourth quarter of 2001, we reorganized our operations and management structure to provide greater
focus on our core competencies in mobile and wireline communications networks. We now conduct our business in
three business segments:

Systems;
Phones (through our 50/50 joint venture with Sony); and
Other Operations.

Effective October 1, 2001, Sony Ericsson Mobile Communications (“Sony Ericsson”) assumed
substantially all of the Phones segment operations. As of such date, 50 percent of the results of Sony Ericsson are
reported under “Earnings from Joint Ventures and Associated Companies’ pursuant to equity accounting principles.
Please see “Item 5: Operating and Financial Review and Prospects’ for additional financial information and
operating data by business segment and geographic area.

Systems

We offer a complete portfolio of solutions to operators for both mobile systems and wireline multi-service
networks. Our solutions include a comprehensive portfolio of telecommunication and data communication products
supported by afull range of implementation and network management services. We sell our systems and servicesto
over 500 operators worldwide. We work closely with our customers to understand their businesses and their
technology needs and design tailored solutions to help them reach their strategic objectives. We supply mobile
systems to most major wireless network operators, for example, in Europe, Hutchison, KPN, Orange, T-mobile,
Telecom Italia Mobile, Telefonica, and Vodafone; in North America, AT& T Wireless and Cingular; and in Asia
Pacific, China Mobile, China Unicom, NTT DoCoMo, SingTel and Telstra. We provide our multi-service network
systemsto large wireline operators around the world including BT, China Telecom, Telefonica and Telmex, among
others.

Mobile Systems — Industry and Technology

We provide mobile systems solutions to network operators that enable reliable, efficient and cost effective
wireless networking. Wireless networking refers to communications networks that allow end-users to receive voice
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and data communications using mobile handsets or other wireless devices. Wireless communications networks are
often grouped by the technology upon which they are based:

First generation of wireless communication, or 1G, refers to analog radio and analog and/or digital
circuit switching technologies mainly for mobile voice communications. Circuit switching
technology establishes a connection on demand and holds it open, regardless of whether data is
sent;

Second generation wireless communication, or 2G, refers to digital radio and digital circuit
switching technologies that enable networks to carry voice communications and limited data
transmissions. The majority of wireless communications networks are currently based on 2G
wireless technologies. Many 2G networks have been enhanced with packet-switched transmission
capabilities for more efficient data communication. A packet-based network is one in which data
is sent in small chunks, called packets. There is no fixed path from the sender to the receiver, so
each packet must identify the source and destination. Thisis often referred to as 2.5G; and

Third generation wireless communication, or 3G, refers to digital wireless communication
networks based on packet-switched network technology that enables voice, high-speed data and
multi-media communications.

Each generation of wireless technology is associated with different international technology standards for
wireless communications networks. Transitioning from one generation to the next, such as from 2G to 3G, requires
network operators and mobile handset manufacturers to adopt new and emerging technology standards. We believe
that the migration from basic voice services to mobile multi-media services is the primary technological shift facing
today’ s wireless network operators.

The most widely deployed standards today are largely comprised of 2G technologies and can be
summarized as follows:

Global Systemfor Mobile communications, or GSM, is used throughout the world and is the most
widely deployed standard. GSM is a 2G wireless technology that uses time slots within a
specified radio frequency channel to distinguish one call from another.

Code Division Multiple Access, or CDMA (called cdmaOne), is used in both the Americas and
increasingly in Asia. CDMA is a 2G wireless technology that uses coding technology to
distinguish one call from another, with all callsin a specific cell transmitted over the entire range
of radio frequencies assigned to the network operator.

Time Division Multiple Access, or TDMA, is used primarily in North and South America. TDMA

is a 2G wireless standard that, like GSM, uses timeslots within a radio frequency channel to
separate users' conversations.

Personal Digital Cellular, or PDC, isadigital wireless standard based on TDMA technology used
only in Japan.

The standards for 3G networks are as follows:

Wideband Code Division Multiple Access, or WCDMA,, is a 3G wireless technology that combines
wideband (5 MHz (megahertz)) and CDM A-based radio access.

Universal Mobile Telecommunications System, or UMTS, is often used synonymously with
WCDMA. UMTS is the term used for the combination of the WCDMA radio standard and
advanced switching technologies when used in the 2.1 GHz (gigahertz) band, as is the case in

Europe. UMTS includes WCDMA radio access technol ogies and core network specifications that
are based on the GSM standard.

Enhanced Data Rates for Global Evolution, or EDGE, is used to give 3G capabilities to networks
based on the GSM standard and TDMA technology.

CDMA2000 1XEV/DO is used for cdmaOne networks that are evolving to 3G standard for voice
and high-speed data mobility.
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As described above, several technology standards have been deployed to enable the 2G mobile
communication networks that are in operation today. The path of migration from a 2G network to a 3G network
varies depending on the technology used by the existing 2G network. As a result, in order to provide tailored
solutions to a wide range of today’s network operators, infrastructure providers must have a fundamental
understanding of all existing and emerging standards. The network components for 3G networks are similar to
GSM/GPRS networks with the addition of multi-service network nodes that are capable of more efficiently
transmitting both circuit and packet-switched traffic. The 3G networksto be introduced by GSM network operators
will use the same GSM/GPRS core network components to take advantage of previous investmentsin their existing
network in evolving from 2G to 3G.

In addition, due to the complexity and costs of implementing a 3G network, many network operators are
upgrading their networks to intermediate technologies, such as GPRS and CDMAZ2000 1X. Such intermediate
technologies are often referred to as“ 2.5G” services and can be described as follows:

GPRS is an enhancement of GSM networks. GPRS introduces packet-switched data transmission and
enables “aways on” mobility. The implementation of GPRS requires software upgrades to an existing
GSM network and the addition of packet-switching nodes.

CDMAZ2000 1X is a successor to the cdmaOne standard that enables higher-speed wireless networks for

data, voice and multi-media communication. Ultimately, networks using CDMA2000 1X will need to be
further upgraded in order to provide capacity levels equivalent to COMA/EDGE.

2.5G allows operators to migrate end-users to premium services without the need for major network
reconstruction. This migration, however, will represent a fundamental change in the way services are managed and
billed by network operators. Due to 2.5G packet-switched data and “aways-on” functionality, network operators
may charge end-users for the type and amount of data they send and receive rather than the time they are connected
to the network. The transition to a charge-for-data business model is a crucial step in the evolution of network
operators, as successful migration of network operators to 3G systems in the future is expected to require the
adoption of a similar business model. Thus, if migration to 2.5G with new business models becomes successful,
market demand and some network preparations will already be in place for 3G migration.

Mobile Systems — Our Solutions

We believe we are the leading supplier of mobile telecommunication systems, including 2G, 2.5G and 3G.
Our expertise in al maor 2G standards and our role in developing 3G standards allow us to offer mobile
telecommunications systems that incorporate each of the major 2G, 2.5G and 3G mobile technology standards. Asa
result, we are able to offer tailored solutions to a network operator regardiess of the existing standard used in its
network. Our systems offering includes cell site equipment, radio base stations, base station controllers and radio
network controllers, mobile switching centers, service application nodes and other nodes for billing and operations
support. A node is an element of a network which can be programmed for switching, routing, generating billing
records and other functions.

Sales of our mobile telecommunications systems consist primarily of radio base stations, base station
controllers and switching centers. Radio base stations provide access and interconnection between mobile handsets
and the mobile network. Base station controllers manage the traffic between the radio base stations and mobile
switching centers, which are the nodes between the radio system and the public-switched telephone network. Base
station controllers, in conjunction with mobile switching centers, effect call handovers between radio base stations
as subscribers move between cell sites while engaged in a voice call or data transmission. We offer a complete
portfolio of radio base stations ranging from small pico cells (i.e., small cellsin amobile network that boost capacity
and coverage within buildings) to high capacity macro cell applications. Our mobile switching center and base
station controller are built from a common switching platform, allowing them to be configured into multi-functional
nodes. Thisreducestheinitial cost of circuit switching for smaller networks while providing the flexibility to easily
expand capacity in the future. Another central feature of al our 2G GSM radio base stations and base station
controllers is their ability to be upgraded on a cost-effective basis to enable 2.5G GPRS and 3G EDGE
transmissions. Like our radio base station products, our mobile switching center products have industry-leading
scalability and capacity. Our GSM radio base stations represent more than one third of all GSM radio base stations
in service globally.

We also offer a full line of transmission systems using either wireless or optical technologies. These
systems are the transmission links between the nodes of a mobile network. We offer microwave radio links that can
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be used to “backhaul” the traffic between radio base stations and base station controllers as well as between base
station controllers and mobile switching centers. Wireless backhauling (i.e., transporting data and voice from a
network access point to a central switching point in mobile systems) with microwave radio links reduces the need
for the operator to lease transmission capacity from wireline operators resulting in significant cost savings for the
wireless operator. Our MINI-LINK is one of the market leaders for such backhaul applications, with thousands of
links deployed. A new generation of MINI-LINK systems is now being introduced with an expanded capacity to
support the increased traffic demands of Mobile Internet and 3G, as well as to serve the market for fixed wireless
broadband access.

By offering comprehensive upgrade paths for migrating to high speed/high-capacity networks, we allow
maximum use of existing equipment and previous investments, thereby improving network operators capital
investment returns. We believe that this approach is of central importance today because most network operators
are capital constrained at present. We believe that our ability to meet the diverse technology needs of our customers
with high value-added solutions has been instrumental in our being chosen as a provider of wireless communication
equipment to the world’s 10 largest mobile network operators. We believe that these operators account for more
than 50 percent of all subscribers in the world and we expect their share to increase with continued industry
consolidation.

Our mobile telecommunications systems offering extends beyond assisting network operators in optimizing
and upgrading network functionality. We also offer a suite of Mobile Internet products, services and applications
that enable network operators, Internet Service Providers and content providers to develop commercial opportunities
presented by new systems. Our products and applications enable services such as messaging, personalization
services, information services, entertainment services, location-based services and m-commerce. For example, we
are actively developing the next generation of messaging services called Multi-Media Messaging (MMS). We have
also established Ericsson Mobility World, a global network of regional centers and global and local web-based
facilities. This open industry-wide initiative is a global network of more than 100,000 technology professionals
from more than 2,000 companies, working in partnership towards successfully implementing the Mobile Internet.

Multi-Service Networks — Industry and Technol ogy

The last decade has seen a dramatic increase in the volume of data that is being transmitted through
wireline networks. The development of the Internet and network connectivity, in addition to increasing amounts of
multi-media, data and voice transmissions, have placed severe strains on the capacity limitations of existing wireline
networks. Modern networks must also be able to reliably connect voice calls in real time while transmitting
irregular, and often very large, bursts of data. Many network operators currently manage multiple networks to
accommodate voice, data, video and Internet transmissions. Multiple networks, however, are expensive to maintain
and costly to upgrade.

Wireline network operators are moving from single-service networks toward new multi-service networks
that have the ability to simultaneously handle multiple services, such as voice, text and images. Offering these
services reguireswireline operators to migrate from existing circuit-switched networks to packet-switched networks.
Circuit switched voice services, however, are the primary revenue generator for today’s wireline network operators
and a key area for continued profitability. As a result, network operators are required to strike a careful balance
between making short-term investments in circuit-switched products to protect current revenues and long-term
investments in packet-switching technology to prepare for the future. In addition, due to the difficult economic
climate and volatile financial market conditions, many network operators have been forced to reduce capital
expenditure budgets and implement cost-reduction measures without compromising new and existing business
ventures.

Multi-Service Networks — Our Solutions

We offer multi-service networking solutions to fixed-line operators. We have a long history in wireline
networking with an installed base of access and transit lines equivalent to 160 million lines. We supply wireline
operators with systems solutions that allow them to start to upgrade their legacy networks to efficiently handle a mix
of voice, data, video and Internet traffic. Our solutions for multi-service networking include systems and services
for circuit switching, next generation (packet-switched) networking and broadband (i.e., a channel with more than
two Megabits per second of bandwidth). These solutions enable network operators to start to replace multiple
networks with a unified multi-service network capable of handling all of these services. The primary systems and
services we offer for multi-service networking are our AXE solution and our ENGINE solution.
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Our circuit-switched solutions are based on our AXE product range, which is our open architecture
communication platform and the basis for our wireline and mobile systems. AXE is one of the most widely used
switching systems in the industry today. AXE systems have been deployed in 135 countries, connecting more than
500 million wireline and mobile subscribers. Our AXE products include local switching centers that interconnect
individual access lines from homes and businesses to the telephone network and transit switching centers that
interconnect local switching centers for calls between subscribers connected to different local switches. By
establishing a transit-switching layer, operators are able to minimize the number of trunks or inter-switch
connections between switching centers and optimize the traffic routes within their network.

Our AXE solutions are tailored to meet specific needs for different types of operators, from local dial tone
providers to long distance providers. A full range of software-based supplementary subscriber services (such as
Centrex, our business services package, call forwarding and caller ID) are available for additional revenue streams.
These service capabilities are continuously enhanced and expanded to ensure that the operators using AXE are able
to offer the latest and most competitive subscriber features to their customers.

Our AXE-based circuit switching solutions are designed to safeguard operators’ current profitability, while
helping them prepare for the future through continuous enhancements. The latest AXE switch is afirst step in a
migration to a packet-based multi-service network. Investmentsin AXE support atransition to Ericsson’s ENGINE
multi-service network solution.

Our proprietary ENGINE solution is the world's leading solution for upgrading narrowband networks to
packet switched networks. ENGINE enables networks to migrate from a traditional circuit-based network to a
packet-based network. This migration to a packet-based network is a necessary step in order to combine broadband
Internet, voice and data traffic into one multi-service network rather than three separate networks.

We attribute part of the success of our ENGINE solution to our pragmatic approach to migration and
network evolution. We recognize that, for most operators, building an entirely new network is prohibitively
expensive. By offering solutions that provide flexible paths for network migration and evolution, we satisfy the
objective of the network operator to offer multiple services on a cost-effective basis. Offering this flexibility and
scalability isfundamental to the success of our ENGINE solution.

Services

We currently employ over 17,000 employees in services worldwide and have the ability to offer a
comprehensive range of services to network operators both to support our product portfolio and on a stand alone
basis. These servicesinclude advisory services, network integration services and network management and support
services.

We believe that services will play an important role in our business. Network operators are focusing
increasingly on optimizing, maintaining and reducing the costs of running their existing networks. This trend has
been reinforced by current constraints on the ability of many network operators to make capital expenditure. Asa
result, an increasing number of network operators are outsourcing network design, management and maintenance
activities. During 2001, our services recorded net sales of SEK 40 billion, or 21 percent of total net sales, up from
16 percent in 2000 and 16 percent in 1999. 40 percent of our sales from services in 2001 were related to telecom
management and professional serviceswhich grew by 25 percent in 2001.

We have established the following broad categories of service areas. Our comprehensive portfolio of
services can be bundled and customized to meet the needs of existing and new network operators.

Advisory services. We provide consulting services to network operators for business planning and
development, design and optimization of networks and the introduction of new services and management solutions.
Our global competence development program is designed to provide training and education to network operatorsin
order to improve staff competency and develop skillsin new product areas.

Network Integration services. We provide services designed to permit network operators to implement new
technologies and applications in a cost-effective manner in the shortest possible time. This area comprises solutions
for the roll-out of a new network, integration of end-user applications or migration from one network standard to
another such as from 2G to 3G through network implementation and integration, site acquisition and civil works
activities.
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Network Management and Support services. Our portfolio of management services is designed to assist
network operators to provide uninterrupted service and run their networks efficiently and may comprise solutions for
managing service levels by providing customers with technical assistance, system maintenance and repair and
return. We also provide total network management solutions and have signed over 30 contracts to operate networks
on behalf of network operators.

Phones
Sony Ericsson Mobile Communications

In October 2001, we restructured our extensive mobile handset business, moving substantially all of our
handset operations to a new joint venture called Sony Ericsson Mobile Communications. We retained the
intellectual property relating to our core handset technology within Telefonaktiebolaget LM Ericsson.

In association with the Sony Ericsson joint venture, we can provide a full range of mobile handsets,
including multi-mode devices that combine different radio technologies, enabling subscribers to roam between
networks and facilitating easy migration from 2G to 3G. Our 50 percent ownership interest in Sony Ericsson also
allows us to monitor the requirements and preferences of the end-user market for mobile handsets which we see as

an important driver for our mobile systems business and supports our ability to provide end-to-end systems to our
customers.

We believe that as data-enabled GPRS and 3G handsets begin to penetrate the marketplace, product design
along with the availability of games, music and other applications will take on an increasingly important role in the
end-user marketplace. Our partnership with Sony allows us to combine our knowledge of advanced mobile
telecommuni cations technol ogies with Sony’ s multi-media operations and its expertise in devel oping, designing and
branding household consumer electronic devices, such as the Walkman and Playstation. The joint venture recently
unveiled the P800, an advanced pen-based smartphone based on the Symbian Operating System that features a large
color touch-screen, a built-in camera and a multi-mode browser.

As part of establishing the Sony Ericsson joint venture, we transferred approximately 3,000 employees
primarily in development and marketing to the joint venture. We aso entered into licensing arrangements to
provide platform technology to the joint venture. The Sony Ericsson joint venture markets a full range of advanced
multi-media mobile handsets under the brand names “ Sony”, “Ericsson” and “ Sony Ericsson”. By 2003, we expect
that the joint venture will market all mobile handsets under the “ Sony Ericsson” brand.

Other Operations

This segment principally consists of technology licensing, business innovation and enterprise systems,
which we consider part of our core operations and defense systems and network technologies, which we consider

non-core activities. It is our current intention to divest certain non-core activities such as network technologies
(cables).

Technology Licensing

Mobile Platforms. Our Mobile Platforms group offers GSM 2G /GPRS/2.5G and WCDMA/EDGE 3G
technology platforms to manufacturers of mobile handsets and other wireless devices on the open market. These
platform technologies are based on our global leadership in standardization and our comprehensive intellectual
property portfolio. Ericsson technology platforms include complete component specifications, printed circuit board
layouts and software. We also offer support and service in customizing these platforms. By licensing our platforms,
manufacturers can launch new products with limited research and development investments and can produce
differentiation such as applications, industrial design, distribution and branding. We currently provide mobile
platform products to several mobile phone suppliers, including the Sony Ericsson joint venture, among others.

Bluetooth Technology Licensing. Ericsson Technology Licensing provides Bluetooth solutions tailored for
the mass-market to many of the world’ s largest manufacturers. Based on technology initially developed by usin the
early 1990's, Bluetooth is a global low-power, low-cost technology standard that enables stationary and mobile
devices to communicate wirelessly at short ranges. Our application-oriented solutions incorporate the creation,
development, licensing and delivery of Bluetooth intellectual property. Our Technology Licensing group provides a
complete portfolio of products and services including Baseband, Radio and Software, all supported by development
tools, qualification, training and consulting. We helped found the Bluetooth Special Interest Group (SIG) and was
the first company to put Bluetooth consumer productsinto mass production.
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Business Innovation

Our Business Innovation group develops ideas that could lead to future core businesses. Working with

both internal and external project teams, our Business Innovations group seeks to develop ideas that are in line with
our core business and that demonstrate strong potential for profitability.

Enter prise Systems

Our Enterprise Systems group provides mobile communications systems and services that enable
businesses, government entities and educational institutions to have seamless access to applications and services
across multiple locations. We focus on providing mobile solutions such as wireless local area networks (WLAN),
and mobile Intranet solutions such as our Mobile Organizer and Virtual Office products. We also provide business
applications such as our Contact Center product and unified messaging services. We sell our enterprise systems via
indirect distribution channelsto network operators, systemsintegrators, value-added resellers and distributors.

Microelectronics

Through our Microelectronics group, we design, manufacture and market microelectronic devices and
modules for mobile handsets, radio base stations, and network switches and routers. The organization’s diverse
product range includes radio frequency modules, subscriber line interface circuits (SLICs), baseband ICs and DC to

DC board mounted power modules. A large portion of net sales from our Microelectronics group is attributable to
intersegment sales.

Defense Systems

Our Defense Systems group supplies advanced airborne, ground-based and marine radar systems. Versions
of Ericsson defense systems are operational in Sweden and more than 20 other countries.

Network Technol ogies (Cables)

Our Network Technologies group is a leading network specialist providing a full-range of solutions that
integrate copper and optical cables and power networks. We organize our group into four business areas: Fiber
Networks, Interconnect, Fusion Splicing, and Energy. Our primary markets include Scandinavia, China, the United
States, Brazil, the United Kingdom and Thailand. A large portion of net sales from our Network Technologies
group is attributable to intersegment sales.

Suppliers

We purchase customized and standardized equipment and components from a core group of global
providers of electronics manufacturing services including Flextronics, Solectron and Sanmina-SCI. We also
purchase equipment or components from numerous local and regional suppliers. We are not dependent on any one
supplier for the provision of standardized equipment or components. We generally place purchase orders for our
standardized equipment requirements pursuant to global supply agreements which we have negotiated with our
primary suppliers. Payment terms are generally 45-60 days. The Sony Ericsson Mobile Communications joint

venture has outsourced the majority of production of mobile handsets to Flextronics and uses other contract
manufacturers.

A number of our suppliers design and manufacture highly specialized and customized components for our
networks. Although we work closely with our suppliers to avoid shortages and ensure alternative sources of supply,
we may not have immediate access to alternative sources of supply for highly specialized components, see

“Item 3D: Risk Factors¥s Risks Associated With Our Business¥4If our outside suppliers fail to deliver satisfactory
components and manufacturing services on time, our financial results could be negatively impacted.”

We work closely with our suppliers and consult with them regularly at the executive, management and

operational levels with regard to our production requirements and design specifications. We believe that this
strategy has allowed usto foster strong relationships with quality suppliers.

Customers

We supply mobile systems to most major wireless network operators, for example, in Europe, Hutchison,
KPN, Orange, T-mobile, Telecom Italia Mobile, Telefénica, and Vodafone; in North America, AT& T Wireless and
Cingular; and in Asia Pacific, China Mobile, China Unicom, NTT DoCoMo, SingTel and Telstra. We provide our
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multi-service network systems to large wireline operators around the world including BT, China Telecom,

Telefonica and Telmex, among others. Approximately 60 percent of our net sales in 2001 were attributable to our
20 largest customers.

Sales, Marketing and Support

We use a direct sales force to market and sell our systems and services to customers in over 140 countries.
We divide our sales and marketing operations into three primary market areas:

Europe, Middle East and Africa;
North, South and Central America; and
AsiaPacific.

These primary markets are further subdivided into a total of 35 market units, with each typicaly
representing asingle country or agroup of countries depending on the extent of our business activitiesin that region.
The majority of these market units operate locally through subsidiaries that are present in those countries. We use
our local knowledge to help our customers move into new markets and our global scale to enable them to achieve
greater efficiencies and access to recognized world-class resources wherever they operate. 1n addition to our market
units, we also operate global customer units that provide focused sales and marketing activities targeted at our large
multinational customers.

Our market and global customer units are responsible for every stage of the sales cycle, including
identifying opportunities, tailoring our solutions to the needs of individual customer, and integrating our products
into the customer’s network environment. The market and global customer units rely on the expertise of primary
business unitsin tailoring and integrating our products for delivery to customers. Asof May 1, 2002 these business
units are:

Systems: Mobile Systems (WCDMA/EDGE/GSM/GPRS/TDMA and PDC), Multi-Service Networks
and Data Backbone;

Mobile Systems: CDMA,;
Global Services; and
Transmission and Transport Networks.

The market and global customer units are also responsible for after-sales support and rely in particular on
the Global Services business unit in fulfilling this function. Frequently, a market unit and customer unit will work
together in providing products, solutions and servicesto our large customers.

Our market and global customer units focus on offering systems and services related to mobile systems and
wireline multi-service networks. Businesses in our Other operations segment market their systems and services
through internal sales and marketing functions. Often these internal sales and marketing teams work with our market
and global customer units in approaching certain markets or large customers with whom we have a relationship.

In 2001, we disposed of certain of our enterprise distribution operations related to direct-sales and support
while retaining core product development and supply functions. This disposal enabled us to reduce our cost base
and we believe it will facilitate the integration of our systems and services by original equipment manufacturers and
other value added re-sellers.

Resear ch and Development

We believe that our future success depends in large part on our continuing ability to deliver systems and
services based on advanced technologies. Accordingly, we consider these activities to be core to our business and
remain committed to continue to make significant investments in research and development. As of March 31, 2002,
we had over 25,000 employees actively engaged in research and development. During 2001, our research and

development expenditure was SEK 46.6 billion, or 20.1 percent of net sales. Our commitment to research and
development is reflected in over 1,100 new patent filingsin 2001.

Our research activities are focused on technologies and standards that are three to 10 years away from
implementation. We are currently conducting innovative research in areas such as all |P-based networks, optical
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networks, multi-carrier power amplifiers and in systems beyond 3G technologies. We are also continuing to
conduct research into advanced 3G technol ogies based onWCDMA.

Our product development teams usually work with technologies that are less than three years away from
commercialization and focus on developing products rather than the underlying technologies themselves. Our
product pipeline currently includes end-to-end solutions for all 3G technologies, such asWCDMA, CDMA2000 and
EDGE. In addition, it includes products and enablers for Mobile Internet, broadband and fixed-line solutions.

Intellectual Property and Licensing

As of March 31, 2002, we held over 10,000 patents worldwide. In addition, we hold numerous trademarks
in Sweden and other countries in which we operate. We believe that patent and trademark protection is an integral
part of our business and complements the technological expertise, innovative talent and marketing capabilities of our
employees.

Through many years of involvement in the development of new mobile technologies, we have built up a
considerable portfolio of essential intellectual property rights relating to advanced mobile telecommunications
technologies. We hold a substantial number of essential patents related to WCDMA, and numerous essential patents
related to other 3G standards, including CDMA2000 and EDGE. The expiration dates for these patents range from
5 years to 20 years. We also hold important patents for many other standards including ATM, WAP, WLAN and
Bluetooth. ATM, or Asynchronous Transfer Mode, is a form of packet-switching technology used for the
broadband transmission of high-capacity data and telecommunication signals, and WAP, or Wireless Application
Protocol, is a free, unlicensed protocol that allows users access to telecommunication services and Internet-based
information from their mobile telephones. The expiration dates for these patents range from 10 yearsto 20 years.

Our intellectual property rights are a valuable business asset and we license these technol ogies to a number
of handset manufacturers and wireless applications developers, including Sony Ericsson Mobile Communications.
Bluetooth licensing takes place almost exclusively through Ericsson Technology Licensing. For more information
regarding Bluetooth licensing, see “Item 4: Information on the Company—Other Operations—Ericsson Technology
Licensing.” Technology licensing activities are carried out by a centralized licensing group located at our
headquartersin Stockholm.

We often enter into cross-licensing agreements with other companies holding patents to technology related
to our products, aswell as with companies using technology related to patents held by us.

Joint Ventures, Cooperation Arrangements and Venture Capital

In addition to our joint venture with Sony, which we describe under “Item 4: Information about the

Company—Sony Ericsson Mobile Communications’, we are engaged in joint ventures, cooperation arrangements
and venture capital initiatives with a number of industry participants.

Ericsson Juniper Networks Mobile | P

In November of 2000, we formed ajoint venture with Juniper Networks, named Ericsson Juniper Networks
Mobile IP, of which we own 60 percent. This venture combines our mobile IP expertise with Juniper’s experience in
IP routing systems to facilitate the interaction between mobile voice networks and IP data networks. The joint
venture provides Mobile Internet routing products to customers including Internet Service Provider’s and wireless
network operators building GPRS and 3G networks.

Symbian

We also participate in the development of the EPOC wireless operating system through our 19.4 percent
ownership interest in Symbian. Symbian was established as a private company in June of 1998 and is jointly owned
by Ericsson, Nokia, Matsushita (Panasonic), Motorola, Psion, Sony Ericsson and Siemens. Symbian is a software
licensing company that supplies the Symbian Operating System for data-enabled mobile handsets. Our involvement
in Symbian helps to promote and develop this advanced, open operating system which we believe will be
instrumental in facilitating the growth of the Mobile Internet.

Venture Capital

In order to support the development of Mobile Internet applications, systems and services, we continue to
participate in numerous venture capital investments. We make direct investments through our operating subsidiaries
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in companies that are strategic to our core businesses. We also make direct investments in smaller start-up
companies through our Business Innovation group. In addition to direct investments, we have also formed joint
ventures to facilitate and support our venture capital activities. For example, Ericsson Venture Partners was formed
in 2000 together with Investor AB, AB Industrivérden and Merrill Lynch. The venture focuses on investments in
the communications industry in Europe, the Americas and the Middle East with particular emphasis on the Mobile
Internet market.

Property, Plant and Equipment

As of December 31, 2001, we operated 386 office and R& D sites occupying in excess of 30 million square
feet in 101 countries. As of that date, we also operated 79 warehouse sites occupying in excess of 2.5 million square
feet in 32 countries. We also had 12 manufacturing plants in Sweden and 12 manufacturing plants located in five
countries which primarily support our research and development efforts, our Microel ectronics group (to be divested)
and our Network Technologies group. Substantially all of our properties are leased.

As of December 31, 2001, SEK 60 million worth of land, buildings, machinery and equipment were

pledged as collateral for outstanding indebtedness. During 2000 and 2001, we also disposed of the majority of the
real properties we owned.

We believe that our principal properties are suitable and adequate for our present needs and that we have
sufficient capacity to meet our anticipated need for property.

We have set forth below information regarding our manufacturing facilities.

Owned/

Property Products L eased Size

(9. meters)
Sweden, Nyngshamn Mobile Systems L eased 14,000
Sweden, Kista Mobile Systems L eased 19,100
Sweden, Kista Silicon production, module production Leased 41,000
Sweden, Kamar Module components L eased 14,000
Sweden, Kumla Mobile Systems L eased 40,000
Sweden, Gavle Mobile Systems Assembly L eased 82,200
Sweden, Skellefted Network Material Leased 1,500
Sweden, Mdélndal Sensor and Network production Leased 16,000
Sweden, Borés MINI-LINK L eased 33,200
Sweden, Katrineholm Mobile Systems, Switching systems Leased 16,500
Sweden, Hudiksvall Cables Leased 50,000
Sweden, Fdun Cables Leased 40,000
US, Lynchburg Mobile Systems Owned 8,400
US, San Diego Mobile Systems L eased 2,000
US, Morgan Hill Module Components L eased 2,000
US, Hauppange Power Modules L eased 4,000
Spain, Bilbao DataModules Owned 6,600
India, Jaipur Mobile Systems Assembly L eased 1,000
Brazil, Seo Jose dos Campos Mobile Systems Assembly Owned 22,100
China, Shanghai Module components L eased 2,000
China, Nanjing Mobile Systems, Switching systems Owned 6,100
China, Beijing Handsets and Mobile Systems Owned 10,800
China, Nanjing Handsets L eased 17,000
China, Chongging MINI-LINK L eased 500

We hold various licenses and permits for our facilities with respect to waste emissions, noise levels and
hazardous materials. We are not aware of any significant environmental liabilities at sites owned or leased by us.
We have implemented the British Standards Institution (BSI) SO 14001 environmental management systemin all
of our production units. In 2001, we were presented with BSI’ sfirst-ever worldwide 1SO 14001 certification, which
confirms our commitment to combining excellent business practices with environmental leadership.
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L egal Proceedings

We are party to a variety of legal proceedings arising in the ordinary course of business. These involve
allegations of breach of contract, improper delivery of goods or services, product liability and patent and other
intellectual property infringement and other matters. We have accrued provisions for litigation risks including the
costs of legal representation and expected costs of resolving these matters. We believe that none of these
proceedings, either individually or in the aggregate, is likely to have a material adverse effect on our consolidated
financial position or results of operations.

Competitors

In our Mobile Systems and Multi-Service Networks segments, we compete with large and established
communication equipment manufacturers. Although competition varies depending on the products and services, our
most significant competitors in wireless communication include Alcatel, Lucent, Motorola, Nokia, Nortel and
Siemens. With respect to wireline communication equipment, the competition is somewhat less concentrated and
includes, among others, Alcatel, Cisco, Lucent, Nortel and Siemens. We also compete with numerous local and
regional manufacturers and providers of communication equipment and services. We expect the communication
equipment market to continue to undergo consolidation which should strengthen the surviving companies but
decrease the number of competitors. Financial strength will be a significant factor in this process. We believe the
most important competitive factors in this industry include existing customer relationships, the ability to cost-
effectively upgrade or migrate the installed base, technological innovation, product design, compatibility of products
with industry standards, and the ability to attract and retain the key personnel necessary to develop successful
products.

In our Other Operations segment, our competitors vary widely depending on the product or service being
offered. We face significant competition with regard to substantially all of these products and services.

Organizational Structure

For alisting of our significant subsidiaries, please see Note 9 to our consolidated financial statements.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following review of our operating results, financial position and prospects should be read in
conjunction with our audited consolidated financial statements, and the notes thereto, as of and for each of the three
years ended December 31, 1999, 2000 and 2001, included elsewhere in this Annual Report. Our consolidated
financial statements have been prepared in accordance with Swedish GAAP. We have restated our consolidated
financial statements to consolidate certain entities in accordance with RR 01:00, the new Swedish Accounting
Standard for consolidated Financial Statements which is effective in 2002. For a reconciliation of net income (10ss)
and stockholders' equity to U.S. GAAP, and a discussion of the significant differences between U.S. GAAP and
Swedish GAAP, which affect our financial statements, see Note 24 to our consolidated financial statements included
herein.

Market Environment and Business Trends

Market Environment

In the markets in which we operate, the years 1999 and 2000 were characterized by the rapid convergence
of the data and telecommunications markets. Growth in demand in the area of mobile telephony, driven by strong
subscriber growth and increased usage per subscriber, led to increased demand for mobile telecommunications
infrastructure. Favorable capital markets conditions, ambitious investment plans of network operators and strong
economic fundamentals globally all contributed to this increased demand. During this period, global handset volume
increased by 47 percent from approximately 278 million units sold during 1999 to approximately 410 million units
sold during 2000. Although operators committed significant investments to mobile networks, wireline systems
experienced aflat market, characterized by excess vendor capacity and price competition.

General economic conditions and, in particular, conditions within the telecommunications market
deteriorated significantly in 2001 and have continued to deteriorate. Expectations of near term business prospects
for telecommunications companies, especially for new industry participants, were significantly reduced. As lower
growth expectations emerged capital market access became restricted and network operators took steps to conserve
capital, including significantly reducing equipment purchases. This presented us with a number of challenges:

to secure greater financial flexibility by increasing our cash position, backup liquidity sources and
payment readiness;

to decrease our cost base by, among other things, reducing our workforce and streamlining our
operationsin response to lower sales volumes; and

to complete the restructuring of our handset business, thereby improving our profitability and adapting
to market trends, including the increasing commoditization of mobile handsets.

In our Systems segment, the difficult industry conditions in 2001, which have continued into the first
quarter of 2002, led to reductions in equipment purchases by most network operators. The decline was most
accentuated in Western Europe, where mobile operators had large debt burdens and where subscriber growth slowed
rapidly. In this market environment, many customers found it necessary to renegotiate existing contracts and
postpone planned delivery schedules. At the same time, new orders were sharply reduced. In the second half of
2001, demand deteriorated rapidly in Latin America, but remained strong in China and Eastern Europe. In the
United States, adeclinein TDMA saleswas only partially offset by increased GSM sales. In Japan, the transition to
3G led to asharp decline in sales of our PDC systems, which was not compensated for by increased sales in 3G as
the market conditions continued to evolve.

We maintained our leading market positions in mobile systems during 2001, both for GSM and WCDMA.
Ericsson is the principal supplier to those TDMA operators in the Americas who are migrating to GSM/GPRS. |n
China we won our first large contract for CDMA equipment. In Europe, we were awarded our first contracts for
multi-media messaging service (MMS) systems, which allow transmission of high quality graphics, photographs,
audio and video. We believe these contracts represent important early milestones in the development of the market
for Mobile Internet services.

In Multi-Service Networks, 2001 started with strong orders and sales. As the year progressed, however, a
sharp downturn occurred in Latin America, where operators effectively halted their investments in traditional
narrowband switching equipment. In the third and fourth quarters, our European customers also reduced capital
expenditure significantly.

27



The global market for handsets also declined, with the number of units sold globally down from
approximately 410 million in 2000 to 390 million in 2001. The reduction was mainly attributable to a lower humber
of new subscribers in Europe. Our sales of handsets during the first nine months of 2001 (prior to the transfer of
substantially all our handset business to Sony Ericsson Mobile Communications) decreased by 45 percent due to the
overall market decline and some of our products not being competitive at the time.

Business Trends

Our sales increased steadily in the ten-year period through 2000 and, except for 1999, income before taxes
also increased year by year over the period. As a result of macroeconomic and industry conditions, in particular
within the telecommunications industry, this trend changed dramatically in 2001, with sales decreasing by 15
percent, resulting in aloss before taxes of SEK 30.3 billion. The development of sales, operating income and income
before taxes over the five-year period ended December 31, 2001 isillustrated below:

Year ended December 31,

1997 1998 1999 2000 2001
(in SEK billion)

167.7 184.4 2154 273.6 231.8

N/A® 15.3 19.6 326 29
N/A® 32 03 (15.6) (17.0)

- Other operations and unallocated costs.... N/A® 0.7 (2.0) (0.6) (4.1

- Capital gains (10sses), Net ....cveevveveennne - - 0.3 21.3 58
- Restructuring provisions...........c.ccceeuee.. - - - (8.0 (15.0)

- One-off pensionrefund............ccceennne - - - 11 -

Total operating income (10S9) .......ccceeevieeenee. 18.6 19.2 175 30.8 (27.4)
Income (loss) beforetaxes...........cccouevviirnens 17.2 18.2 16.4 28.7 (30.3)

(1) Dueto the reorganization of our business segments, operating income data for our current segmentsis not available for 1997.
(2) Effective October 1, 2001, substantially all our handset operations were transferred to Sony Ericsson Mobile Communications and, as of such date, are accounted
for pursuant to the equity method.

In 1999, an increase in operating income in the Systems segment was more than offset by a decrease in
operating income in the Phones segment and an operating loss in the Other operations segment. In Phones, the
decrease was due to delays in product launches and in Other operations, the decline related to year 2000 conversion
charges and charges incurred to terminate a customer contract in Russia.

In 2000, operating income in the Systems segment increased significantly, and sales of shares in Juniper
Networks and the divestiture of our Energy business generated capital gains of SEK 21.3 billion. These amounts
were, however, to a large extent offset by an operating loss and provisions for restructuring charges in the Phones
segment totaling SEK 23.6 billion, primarily caused by product launch delays, less competitive products and
delivery problems related to afire in asupplier’ s factory. Income before taxes increased as a result of the significant
income from the Systems segment and the af orementioned capital gains.

In 2001, the telecommunications industry experienced a significant decline in demand, driven by general
economic conditions as well as industry specific circumstances, such as lower growth in Western Europe and the
United States. In Western Europe, the growth rate in mobile subscribers decreased, reflecting the already relatively
high penetration of mobile handsets, and operators reduced capital expenditure on infrastructure due to their
significant debt burdens largely incurred to acquire 3G licenses. In the United States, demand for TDMA equipment
decreased as a result of operators’ transitioning to GSM. Demand for fixed telecommunications infrastructure also
decreased rapidly, in particular in Latin America during the second half of the year. We implemented an Efficiency
Program, principally relating to the Systems segment, with targeted cost reductions of SEK 20 billion annually
beginning in 2002, for which we established provisions of SEK 11.1 billion. The handset operations were downsized
and restructured to minimize risk exposure, and we established and transferred substantially all of our handset
business to the Sony Ericsson joint venture. A substantial operating loss was incurred in the Phones segment, due to
excess capacity costs, lower than planned volumes sold and lower than anticipated prices in a market characterized
by significant excess capacity. In addition to the provisions recorded in 2000, we established provisions of SEK 3.9
billion in connection with the transfer of the business to Sony Ericsson Mobile Communications. In Other
operations, our Microelectronics and Cables businesses were adversely impacted by very low demand. Capital gains
improved operating income by SEK 5.8 billion.

See “¥4sMajor Events and Factors Impacting Our Business¥s Restructuring Programs and Ongoing Cost
Reduction Measures’ for further details regarding our cost reduction measures.
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Market Outlook

Conditions in the telecommunications equipment market remain difficult, characterized by weak demand
for most products. In general, network operators are striving to increase return on capital and cash flow and to pay
down debt; as a result, their investments in wireless and wireline network systems continue to decrease.
Consequently, we expect 2002 overall to be a year of decreased demand for our products, with sales for mobile
systems declining more than 10 percent. With our revised view of the outlook for the market in which we operate,
we now expect to make a loss this year, excluding restructuring costs and non-operational items. With ongoing cost
cutting, we plan to manage the business to return to profit at some point in 2003.

We expect the reduction in demand in 2002 to be less for wireless systems than for wireline systems. We

expect demand for mobile handsets to increase in 2002, although at a modest rate. The trend towards outsourcing of
network management and other services makes us believe that demand will increase in this area.

Long-term, we believe there will be significant growth in wireless communications driven by several
underlying trends:

Low mobile penetration in emerging markets. We estimate current global mobile penetration to be
approximately 15 percent and less than 10 percent in the Asia Pacific region.

Low mobile usage compared to wireline. Historically the cost of mobile communications has been
higher than wireline communications. We believe competition will continue to reduce the cost for
consumers leading to increasing usage.

Growth in data and new applications enabled by increasing bandwidth, combined with the inherent
benefits and utility of mobile communications, will further increase demand.

We estimate, based on available industry sources, that the number of mobile subscribers could double to
approximately 1.8 billion by the end of 2007 driven principally by growing demand in the emerging Asia Pacific
markets. We also estimate that over the same period there will be a significant growth in minutes per user in the
developed North American market. As aresult, we also expect mobile network operator revenue growth to continue,
although at a somewhat slower compounded annual growth rate from 2001 through 2006 than in the preceding ten
year period. We believe that these factors, in addition to the emergence of new mobile technologies enabling
additional subscriber services, make the present low levels of mobile operator capital expenditure for network
infrastructure unsustai nable beyond the short term.

We have an unparalleled installed base of mobile telecommunications systems and we estimate our current
market share to be almost twice that of our closest competitor. Therefore, we believe we are well positioned to
benefit from the long-term growth in mobile telecommunications.

The statements in this section are forward-looking, and actual results and market devel opments may differ

materially from those described above. See “ Forward-looking Statements” and “ Risk Factors’ herein for a
description of factors that may cause these statements not to materialize.
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Major Events and Factors I mpacting our Business

Restructuring Programs and Ongoing Cost Reduction Measures

We have undertaken a number of restructuring programs during 2000 and 2001 as a result of the difficult
market environment and our focus on improving profitability in our Systems and Phones segments. The following
tables summarize the effects of these restructuring programs on our reported results, both in terms of the nature of
the provision made and which Income Statement line item was affected:

Provisions
2000 2001
Phones Phones Systems Other Total
(in SEK hillions)

INVENTOTY ... 5.0 17 0.8 01 26
Tangiblefixed assets........ 15 14 0.1 0.0 15
Employeeredundancy...... 37 05 6.6 04 75
Other ..o 25 0.3 30 00 34
TOtEl .o 12.7 39 10.5 0.6 15.0
Cost Of SAES....eeieiiieeeeeeecee e (11.4) 35 47 0.2 83
Research and development and
other technical expenses 0.7) 01 33 0.2 35
Selling expenses.......cocveeee. 0.9 01 13 01 15
Administrative expenses 0.2 01 12 01 14
Other operating revenue - 0.2 - - 0.2

(12.7) 39 105 0.6 15.0

2000 Restructuring in Phones

In an effort to restore profitability in our Phones segment, we began to implement a restructuring program
in July 2000, which we refer to as the “Back-to-Profit” program. The primary aim of the program was to concentrate
our product portfolio on those products which we believed had the greatest market opportunities. We also contracted
to outsource the development and manufacturing, according to our specifications, of entry-level mobile handsets,
and we streamlined manufacturing by transferring high-volume production to low-cost manufacturing units. In
addition, we focused our research and development expenditures on advanced mobile systems, specifically in
support of GPRS and 3G products.

The Back-to-Profit program resulted in a reduction of headcount by 11,000, of which 1,300 took place in

2000 and the remainder in 2001. Of this reduction, 2,000 employees were transferred to Flextronics under an
outsourcing arrangement and the remainder of employees were made redundant.

2001 Restructuring Plans
Phones

In 2001, we extended the Back-to-Profit program in our Phones segment and recorded an additional
provision of SEK 3.9 billion in preparation for the transfer of substantially all of our mobile handset business to
Sony Ericsson Mobile Communications.

This provision related to additional downsizing, with the reduction of 4,000 employees and inventory and
equipment write-offs. Overall headcount was reduced through the Back-to-Profit program from approximately
18,000 in September 2000 to approximately 6,400 in September 2001. As of October 1, substantially all of the
Phones operations, including approximately 3,000 employees, were transferred to Sony Ericsson Mobile
Communications. The downsized operations reduced our operating loss, and our 50 percent share of the joint
venture’ s losses for the fourth quarter was SEK -0.7 billion, compared to the much larger losses incurred before the
Back-to-Profit program. Some operations relating to mobile platforms, Bluetooth and manufacturing in China were
retained.

Systems, Other operations and unallocated costs

In the second quarter of 2001, we launched the “Efficiency Program” in order to mitigate the adverse
effects of sharply declining orders. The Efficiency Program included initiatives to streamline sales and
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administrative operations, reduce our employee headcount by 11,000, centralize control over internal information

technology functions, and consolidate our research and development facilities. We established provisions of SEK
11.1 billionin 2001 in relation to the Efficiency Program.

As of December 31, 2001, the Efficiency Program had resulted in 10,600 employee reductions and the
engagement of 8,000 fewer external consultants and temporary workers.

The Efficiency Program was implemented substantially according to plan during 2001, and based on
estimated cost reductions, we believe that the measures adopted will result in annual cost savings of approximately
SEK 20 hillion. During the quarter ended March 31, 2002, our cost savings from the Efficiency Program were SEK
4.6 billion in the aggregate.

The statements in this section, in particular in relation to the cost savings we expect to generate from our
programs and other measures, are forward-looking statements and actual results may differ materially from those
described above. See “ Forward-looking Statements” and “ Item 3D: Risk Factors¥aRisks Associated with our

Business¥ Failure to successfully implement our cost reduction measures may adversely affect our financial
results’ herein for a description of factors that may cause these statements not to materialize.

Sony Ericsson Mobile Communications

Effective October 1, 2001, we formed Sony Ericsson Mobile Communications AB as a 50/50 joint venture
with Sony Corporation. Ericsson and Sony each contributed SEK 2.8 bhillion in cash to the capital of the joint
venture. Pursuant to two Master Purchase Agreements, one relating to the transfer of the Ericsson handset business
and onerelating to the transfer of the Sony handset business, and related agreements, both partners sold substantially
all of their respective handset businesses to the joint venture. We retained ownership of our intellectual property
rights for mobile phone platform technology, which islicensed to the joint venture and other handset manufacturers.

Effective October 1, 2001, our 50 percent share of income before taxes in Sony Ericsson Mobile
Communications is included in “Earnings from Joint Ventures and Associated Companies’. Our share of the joint
venture's taxes is included in “Taxes’. The retained activities, including technology licensing and phone
manufacturing in China, are reported as part of “ Other operations”.

Acquisitions and Divestitures

In addition to the establishment of the Sony Ericsson joint venture, a number of acquisitions and
divestitures have affected our results of operations and financial position over the last three years. The following
table highlights the most significant of these transactions:

Acquisition Value

Acquisitions (in SEK hillions)
Businesses acquired
2000 Microwave Power Devices INC. (USA) ....oiiiiiiiieeiiie i 09
1999 Torrent Network TechnologiesInc. (USA) 37
1999 TOUChWAVE INC. (USA) ...ttt 05

Capital Gain Cash Receipt
Divestitures (in SEK billions)
Businesses divested
2001 Enterprise Distribution ..........cccooceiiiiiiiiie e 0.0 34
2000 ENergy SYySteme.......ooi oo 45 59
Sharesdivested
2001 55 55
2000 15.4 154
Real estate divested
2001 Italy, Sweden and United Kingdom 13 47
2000 SWEHEN. ...ttt 15 52

In connection with our restructuring plans, we have identified additional non-core assets which we may
divest. We have no current plans for material acquisitions.
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Research and Development

In order to maintain our competitiveness through the development of innovative products and technologies,
we have made substantial research and development expenditures in each of the last three years. Total spending on
research and development was SEK 33.1 billion in 1999, SEK 41.9 hillion in 2000 and SEK 46.6 billion in 2001. As
a percentage of net sales, research and development expenditures were 15.4 percent in 1999, 15.3 percent in 2000
and 20.1 percent in 2001.

While we have reduced research and development expenditure as a percentage of net sales in connection
with our restructuring programs, in 2001 we increased our research and development expenditure in areas core to
our future business, in particular in 3G and GPRS mobile technologies. We expect this trend to continue in the near-
term, and do not expect that we will reduce our research and development expenditures relating to core products.
There will, however, be a significant reduction in overall research and development expenditure as a result of cost
reductions affecting non-core areas and the consolidation of multiple research and development facilities.

Foreign Exchange Rates

Our business and results of operations are affected by fluctuations in exchange rates, particularly between
the Swedish krona, our reporting currency, and other currencies such as the Euro, the U.S. dollar, the Japanese yen
and the UK pound sterling. Foreign currency denominated assets and liabilities, together with firm and probable
purchase and sales commitments, give rise to foreign exchange exposure. We account for most of our revenues in
foreign currencies and a significant percentage of our expenses in Swedish kronor. As a result, in general,
appreciation of the Swedish krona relative to another currency has an adverse effect on our net sales and operating
profit, while the depreciation of the Swedish krona has a positive effect.

Average appreciation (depreciation) per year of the Swedish krona against our major foreign trade
currencies:

Currency 1999 2000 2001
EUMO....viiiie 1.4% 4.1% (9.5%)
U.S. DOHar ..o (4.0%) (10.9%) (12.6%)
U.K. Pound Sterling..........ccoovveveeneeneenenn (1.5%) (3.7%) (7.2%)
JAPANESEY €N ..o (19.7%) (16.6%) 0%

In addition to the impact of exchange rate fluctuations on our operating results discussed above, Ericsson’s
balance sheet is also affected by the translation into Swedish kronor for financial reporting purposes of the net assets
of our foreign subsidiaries that are denominated in currencies other than Swedish kronor.

We hedge some foreign exchange exposures in accordance with a policy established by the board of
directors. For a discussion of foreign exchange exposures and instruments we use in connection with our hedging
activities, see“ltem 11: Quantitative and Qualitative Disclosures About Market Risk.”

Principal Differences Between Swedish GAAP and U.S. GAAP

Our consolidated financial statements are prepared in accordance with Swedish GAAP. Our net loss in
2001 under Swedish GAAP was SEK 21.3 billion, compared to net income of SEK 21.0 hillion in 2000 and SEK
12.1 hillion in 1999. Under U.S. GAAP, we would have reported a net loss of SEK 24.4 hillion in 2001 after the

cumulative effect of an accounting change, compared to net income of SEK 23.4 billion in 2000 and SEK 15.2
billion in 1999.

The principal differences between Swedish GAAP and U.S. GAAP that affect our net income (loss), as
well as our stockholders' equity, relate to the treatment of pension costs, software development costs, restructuring
costs, hedge accounting, marketable securities and deferred taxes.

See Note 24 to the consolidated financial statements for a description of the principal differences between
Swedish GAAP and U.S. GAAP. See Accounting Principles Note P and Note 24 for a description of the anticipated

impact on the consolidated financial statements of the adoption of recently issued accounting standards under
Swedish GAAP and U.S. GAAP, respectively.
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Results of Operations

Our Segments

For the three year period ended December 31, 2001, we reported orders, net sales and operating income
according to our primary areas of business: Systems, Phones and Other operations. As a result of the establishment
of the Sony Ericsson joint venture, beginning in 2002 we no longer report orders and net sales for the Phones
segment as the results are accounted for according to the equity method. Within the Systems segment, orders booked
and net sales for Mobile Systems and Multi-Service Networks are reported separately, although there is a high

degree of integration for research and development, customer service and sales organization, implementation and
support services.

The following table sets forth net sales for each of our business segments for the periods indicated:

Year ended December 31,

1999 2000 2001

(in SEK billions)
194.7

SYSEEME . 148.8 187.8
of which Mobile Systems ................. 1150 158.1 154.3
of which Multi-Service Networks 338 36.6 334
PhoNes™ ... 46.4 56.3 236
Other operations..........coeeeeeeiieeicineenns 35.8 35.9 30.8
Less: inter-segment sales ........ccoeveeneee. (15.6) (13.9) (10.3)
TOtal o 2154 273.6 2318

(1) Effective October 1, 2001, substantially all our handset operations were transferred to Sony Ericsson Mobile Communications and, as of such date, are accounted
for pursuant to the equity method. The handset operations retained are now included in Other operations.

The following table sets forth adjusted operating income/(loss) for each of our business segments for the
periods indicated:®

Year ended December 31,

1999 2000 2001
(in SEK hillions)
19.6 32.6 29
0.3 (15.6) (17.0)
Other operations ..........cccceeveerceeeennne. 03 12 23
UnalloCALEC.......eeveveieiriieieeeiieieeen (249 (1.8) 7
TOtaAl .o 17.8 16.4 (18.2)

(1) Operating income/(loss) adjusted to exclude the effects of certain gains and losses which affect comparability of periods: in 1999, excluding capital losses of
SEK 0.3 billion; in 2000, excluding net capital gainsof SEK 21.3 billion, apension refund benefit of SEK 1.1 billion, and restructuring charges of SEK 8 billion;
in 2001, excluding net capital gainsof SEK 5.8 billion and restructuring provisions of SEK 15 billion.

The following table sets forth the geographical distribution of our net sales by destination for the periods
indicated and the change in net sales from the prior period:

Year ended December 31,

1999 2000 (%)™ 2001 (%)™
Market Areas (in SEK billion, or %)
Europe, Middle East & Africa............... 1151 137.9 20% 107.0 (22%)
ASIaPaCifiC.....cccooereieiiiiinen 44.9 56.3 25% 59.0 5%
Latin America.... 30.3 4.1 46% 345 (22%)
NOrth AMENiCa.....ccoevviiiiiiieieiee 25.2 35.2 40% 314 (11%)
TOtal o 2154 2736 27% 2318 (15%)

(1) Indicates percentage change from year ended December 31, 1999 to 2000, December 2000 to 2001.

In 2001, all geographic markets areas were affected by the deconsolidation of handset sales in the fourth

quarter. Excluding Phones segment sales transferred to the Sony Ericsson joint venture for the full year, the
reduction in sales for 2001 was five percent compared to 2000.

During 2001, we recorded SEK 107.0 billion of net sales, or 46 percent of total, from Europe, Middle East
and Africa, our largest geographic market area, a decrease of 22 percent from SEK 137.9 billion in 2000. The
decrease is primarily in our Systems segment as a result of lower capital expenditure by operators in this region due
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to slowing growth of network traffic and credit market constraints. Our second largest geographic market area is
Asia Pacific, with net sales of SEK 59.0 billion, or 25 percent of total, during 2001. Net sales to Asia Pacific
increased by 5 percent from SEK 56.3 billion in 2000 to SEK 59.0 hillion in 2001. Despite the general economic
downturn, net sales in Asia Pacific remained strong principally due to aggressive network build-out in China. Net
sales to Latin America decreased by 22 percent from SEK 44.1 billion in 2000 to SEK 34.5 billion in 2001. This
decrease was due to poor financial conditionsin Latin America, which has restricted the ability of operatorsin the
region to fund capital expenditure. Net sales to North America decreased by 11 percent from SEK 35.2 hillion in
2000 to SEK 31.4 billion in 2001. This decrease in North America can be attributed to declining TDMA volumes, as
operators are at the beginning stages of atransition from TDMA to GSM technology.

Yearsended December 31, 2000 and 2001
Net Sales

Consolidated. Consolidated net sales decreased by SEK 41.7 billion, or 15 percent, to SEK 231.8 billion in
2001 from SEK 273.6 billion in 2000. The greatest contributors to this decrease were lower sales volumes in all
segments, the fact that the Phones segment only had nine months of net sales activity before substantially all of the
handset operations, significantly downsized through restructuring activities, were transferred to Sony Ericsson
M obile Communications on October 1, 2001, and price reductions due to competitive pressures.

Systems. Net sales decreased by 4 percent to SEK 187.8 billion in 2001 from SEK 194.7 hillion in 2000.
Strong sales early in 2001 were attributable to orders booked at the end of 2000, but 2001 order bookings were
adversely affected by significant capital expenditure reductions by operators, primarily in Western Europe and Latin
America. Sales in Mobile Systems in 2001 decreased by 2 percent compared to 2000, principally attributable to
significant declines in Western Europe and Latin America, which were only partially offset by increased sales in
Asia Pacific and Eastern Europe. Sales in Multi-Service Networks decreased by 9 percent compared to 2000,
primarily due to lower levels of capital expenditures by operators in Western Europe and Latin America. While we
generated good order growth for our ENGINE migratory solution, with over 70 contracts signed since 1999, this was
not sufficient to offset the broader downward trend for traditional circuit switching equipment.

Phones. Net sales decreased by 58 percent to SEK 23.6 billion in 2001 from SEK 56.3 billion in 2000. Part
of this decrease reflects the fact that the Phones segment only had nine months of net sales activity before
substantially all of the handset operations, significantly downsized through restructuring activities, were transferred
to Sony Ericsson Mobile Communications on October 1, 2001. Net sales for the first nine months of 2001 decreased
45 percent to SEK 23.6 hillion in 2001 from SEK 42.5 hillion for the first nine months of 2000. This decrease was
the result of a severe decline in sales volume of handsets, as well as price reductions on uncompetitive products.

Other Operations. Net sales decreased 14 percent to SEK 30.8 billion in 2001 from SEK 35.9 billion in
2000. The decrease is primarily attributable to lower net sales for our Microelectronics and Cable businesses,
partially offset by the remaining handset manufacturing operations in China, which were transferred into Other
Operations upon the formation of Sony Ericsson Mobile Communications.

Cost of Sales

Cost of sales decreased by 4 percent to SEK 173.9 hillion in 2001 compared with SEK 180.4 billion in
2000. This decrease was due primarily to lower overall sales volumes. Gross margin decreased from 34.1 percent in
2000 to 25.0 percent in 2001 across all segments. This decrease can be primarily attributed to fixed costs in
manufacturing and implementation which could not be reduced in response to lower sales quickly enough to avoid
excess capacity. In our Systems segment, products with somewhat lower margins comprised a larger proportion of
our net sales during the current period. Inventory write-downs and high warranty costs due to product quality
problems in the Phones segment at the beginning of 2001 further contributed to the decline in gross margin.
Provisions relating to our Efficiency Program and “Back-to-Profit” programs of SEK 8.3 billion were recorded to
cost of salesin 2001. In 2000, we recorded provisions of SEK 7.5 hillion in our Phones segment to cost of sales

relating to our “Back-to-Profit” program and the outsourcing of the manufacturing of phones to Flextronics, in
addition to other restructuring costs taken asincurred of SEK 3.9 hillion.

Key Operating Expenses

Resear ch and Development and Other Technical Expenses. Research and development and other technical
expenses increased by SEK 4.7 hillion, or 11 percent, to SEK 46.6 billion in 2001 compared with SEK 41.9 hillion
in 2000. This increase was primarily due to provisions of SEK 3.5 million recorded in connection with our
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Efficiency Program, as well as investments in the 3G wireless systems, IP-solutions and Mobile Internet

applications. As a percentage of net sales, research and development expenses increased from 15.3 percent in 2000
to 20.1 percent in 2001.

Selling and Administrative Expenses. Selling expenses decreased by SEK 2.8 hillion, or 8 percent, to SEK
32.4 billion in 2001 compared with SEK 35.2 hillion in 2000. The decrease was primarily in the Phones segment,
which had lower selling expenses for the first nine months of 2001 as compared to 2000 and no selling expense
during the fourth quarter after substantialy all of our handset business was transferred to Sony Ericsson Mobile
Communications. This decrease was partially offset by provisions of SEK 1.5 billion taken in connection with the
Efficiency Program during 2001. Administrative expenses increased by SEK 0.7 billion, or 5 percent, to SEK 14.0
billion in 2001 compared with SEK 13.3 hillion in 2000. The increase can be primarily attributed to the recognition
of a SEK 1.4 billion charge during 2001 to establish a provision in connection with our Efficiency Program.
Administrative expenses decreased in our Phones segment in 2001 as compared to 2000, and increased to a lesser
degree in our Systems segment over the same period. As a percentage of net sales, selling expenses and
administrative expenses increased from 12.9 percent and 4.9 percent, in 2000, to 14.0 percent and 6.0 percent,
respectively, in 2001.

Other Items

Other Operating Revenues. Other operating revenues decreased by SEK 19.6 hillion to SEK 8.4 billion in
2001 compared with SEK 28.0 billion in 2000. This decrease was mainly due to capital gains, which were SEK 25.2
billion in 2000 and SEK 6.0 billion in 2001. The capital gainsin 2000 related principally to the divestiture of shares
of Juniper Networks, our Energy business and real estate, and in 2001, were mainly attributable to the divestiture of
our remaining shares of Juniper Networks.

Share in Earnings of Joint Ventures and Associated Companies. Share in earnings of joint ventures and
associated companies decreased by SEK 0.8 billion to aloss in the amount of SEK 0.7 billion in 2001 compared
with earnings of SEK 0.1 billion in 2000. From October 2001, substantially all of the handset operations,
dramatically downsized through restructuring activities, were transferred to Sony Ericsson Mobile Communications.
Net sales in the fourth quarter were lower than expected due to a much lower market demand and pricing pressure,
and the joint venture incurred aloss of which our share wasSEK 0.7 billion.

Operating Income/Loss

Operating income decreased by SEK 58.2 billion, from SEK 30.8 billion in 2000 to an operating loss of
SEK 27.4 billion in 2001. This decrease was driven by lower net sales, lower gross margins in both our Systems and
Phones segments and chargesin connection with additional provisions of SEK 15.0 billion for the restructuring and
efficiency programs. In addition, capital gains in 2001 were significantly less than those recognized in 2000 in
relation to the divestiture of shares of Juniper Networks.

Our operating margin decreased from 11.3 percent in 2000 to negative 11.8 percent in 2001.
Financial Income and Expenses

Financial income increased by SEK 1.1 hillion, or 30 percent, to SEK 4.8 billion in 2001 compared with
SEK 3.7 billion in 2000. The increase was primarily related to increases in our cash position attributable primarily to
decreases in net working capital and higher cash flows from financing. Financial expenses also increased by SEK
1.7 billion, or 35 percent, to SEK 6.6 hillion in 2001 compared with SEK 4.9 billion in 2000, reflecting incremental
interest expense relating to bonds of SEK 28.2 billion issued during 2001 to refinance short-term borrowings and
extend the debt maturity profile.

Minority I nterest
Minority interest before taxes was SEK -1.2 billion, compared to SEK 0.9 billion in 2000.

Income Taxes

Income taxes decreased by SEK 16.7 hillion, to a net income tax benefit of SEK 9.0 billion in 2001
compared with an income tax expense of SEK 7.7 billion in 2000. Our effective tax rate was 30 percent, consistent
with historical effective tax rates, in contrast to 2000, when our effective rate was 27 percent as a result of non-
taxable capital gains.



As of December 31, 2001, we had aggregate net tax loss carry-forwards of SEK 27.6 billion, primarily in
Sweden, SEK 26.0 billion of which will not expire until 2007 or |ater.

Net | ncome/Loss

As aresult principally of the above factors, net income decreased by SEK 42.3 billion, from SEK 21.0
billion in 2000 to a net loss of SEK 21.3 billion in 2001. Foreign currency exchange rate changes had an overall
impact of SEK 1.3 hillion both years on the net profit/loss. Diluted earnings per share were SEK -2.69 in 2001 as
compared to SEK 2.65 in 2000.

Y earsended December 31, 1999 and 2000
Net Sales

Net sales increased SEK 58.2 hillion, or 27 percent, to SEK 273.6 billion in 2000 from SEK 215.4 billion
in 1999. The increase was primarily due to increased volumes, partly as aresult of the introduction of new handset
products in our Phones business. The net sales increase in the Systems segment was attributable to strong demand
for 2G infrastructure and our ENGINE solution for migrating fixed line networks to multiservice capabilities. In the
Phones segment, the increase in net sales primarily reflected a 38 percent increase in handsets shipped.
Notwithstanding this increase, our net salesin Phones were adversely affected by delivery problems caused by afire
in the factory of a key supplier, leading to delays and reductions in sales and lower prices. Increases in net sales
slowed during the fourth quarter, particularly in Western Europe, North America and Japan. In the European market,
which was already approaching saturation, operators started to reduce subsidies on mobile phones, further reducing
the growth of new subscribers and slowing down replacement purchases.

For a breakdown of our net sales and other financial data per business segment and other data by
geographic region, see the information under the heading “ Additional Financial Segmental Information”.

Cost of Sales

Cost of salesincreased by SEK 54.5 billion, or 43 percent, to SEK 180.4 billion in 2000 compared with
SEK 125.9 billion in 1999. This increase was due primarily to higher overall sales volumes. The gross margin
decreased from 41.6 percent in 1999 to 34.1 percent in 2000. This decrease was as a result of large inventory write-
offsin the handset business and the build-up of production capacity for 3G systems as a consequence of increased
3G contract awards. During 2000, we recognized restructuring charges of SEK 4.7 billion to cost of sales on an
ongoing basis. At the end of 2000, we established restructuring provisions of SEK 7.5 billion to cost of sales in
relation to the “Back-to-Profit” program and the outsourcing of the manufacturing of handsets to Flextronics.

Key Operating Expenses

Research and Development and Other Technical Expenses. Research and development and other technical
expenses increased by SEK 8.8 hillion, or 27 percent, to SEK 41.9 billion in 2000 compared with SEK 33.1 hillion
in 1999. The increase was principally attributable to investments made in 3G wireless systems. As a percentage of
net sales, research and development and other technical expenses decreased marginally, from 15.4 percent in 1999 to
15.3 percent in 2000.

Selling and Administrative Expenses. Selling expenses increased by SEK 3.7 billion, or 12 percent, to SEK
35.2 hillion in 2000 compared with SEK 31.5 billion in 1999. As a percentage of net sales, selling expenses
decreased marginally from 14.6 percent in 1999 to 12.9 percent in 2000. The increase in selling expenses was
primarily due to higher overall salesvolumes, although selling expense decreased rel ative to net sales due to benefits
of scale. Administrative expenses increased by SEK 3.2 billion, or 32 percent, to SEK 13.3 billion in 2000 compared
with SEK 10.1 billion in 1999. As a percentage of net sales, administration expenses increased marginally from 4.7
percent in 1999 to 4.9 percent in 2000. The increase in administrative expenses can be attributed to preparation for
anticipated business growth.

Other Items

Other Operating Revenues. Other operating revenues increased by SEK 25.5 hillion to SEK 28.0 billion in
2000 compared with SEK 2.5 billion in 1999. The increase was primarily attributed to capital gains realized in
connection with sales of shares in Juniper Networks. Additional non-operational capital gains resulted from the
divestment of Ericsson Energy Systems AB and real estate properties.
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Share in Earnings of Joint Ventures and Associated Companies. Share in earnings of joint ventures and
associated companies increased marginally to SEK 97 million in 2000 from SEK 90 million in 1999.

Operating Income

Operating income increased by SEK 13.3 billion, to SEK 30.8 billion in 2000 compared with SEK 17.5
billion in 1999. The increase can be primarily attributed to capital gains realized in connection with the sale of
shares in Juniper Networks and higher operating margins in the Systems segment. These increases were offset
slightly by a negative operating margin in the Phones segment, as a result of delayed product introductions and the
effects on deliveries caused by afirein a supplier’s factory and restructuring charges in connection with the Back-
to-Profit program and the outsourcing of manufacturing of handsets to Flextronics.

Our operating margin increased from 8.1 percent in 1999 to 11.3 percent in 2000.

Financial Income and Expenses

Financial income increased by SEK 1.1 billion, or 42 percent, to SEK 3.7 billion in 2000 compared with
SEK 2.6 billion in 1999. The increase was due to increased cash on hand and positive currency exchange effects
from investments denominated in U.S. dollars. Financial expenses increased by SEK 1.7 billion, or 55 percent, to
SEK 4.9 billion in 2000 compared with SEK 3.2 billion in 1999. The increase was a result of negative currency
exchange effects from borrowings denominated in foreign currencies, in particular U.S. dollars.

Minority I nterest

Minority interest before taxes was SEK -0.9 billion in 2000 compared to SEK -0.5 billion in 1999.

Income Taxes

Income taxes increased to SEK 7.7 billion in 2000 compared with SEK 4.3 billion in 1999. The increase
can be primarily attributed to the increase in income before taxes, which was partially offset by alower effective tax
rate of 27 percent as aresult of non-taxable capital gains.

Net I ncome

As aresult of the above factors, net income increased by SEK 8.9 hillion, to SEK 21.0 billion in 2000

compared with SEK 12.1 billion in 1999. Foreign currency exchange rate changes had an overall favorable effect of
SEK 1.3 billion on income. Diluted earnings per share were SEK 2.65 in 2000 as compared to SEK 1.54 in 1999.

Liquidity and Capital Resources

We define liquidity as cash and short-term investments up to 12 months. Under U.S. GAAP, liquidity is
defined as cash and short-term investments up to three months. Our primary sources of liquidity are cash from
operations, committed and uncommitted credit lines, a European Medium Term Note program, commercia paper
programs and securitization programs.

Our liquidity position increased by SEK 33.2 billion during 2001 to SEK 68.9 billion as of December 31,
2001. Our net liquidity position, after deducting short-term interest bearing liabilities, increased by SEK 29.2 hillion
during 2001 to SEK 43.2 billion.

We conduct business in over 140 countries. Tax, currency and other legal and economic restrictions in

certain countries can affect our ability to transfer funds within the group and to provide funding to certain
subsidiaries. However, the impact of such restrictionsis currently very limited.
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Cash flow
The table below summarizes our cash flow for the years ended December 31, 1999, 2000 and 2001

Year ended December 31,

1999 2000 2001

(in SEK billions)
(14.2)

Cash flow from operations................... 101 14
Cash flow from investing activities....... (15.5) 145 53
Cash flow beforefinancing activities.. (5.9 04 6.7
Cash flow from financing activities....... 17.3 5.0 25.7
Effects of exchange rates on cash 0.3 04 0.7
Net changeincash..........c......... 11.6 58 33.2

Cash flow before financing activities was positive in each of the last two years, largely due to effects of
sales of shares and divestment of operations offsetting unfavorable cash flow from operations. During 2001, we
arranged additional borrowing commitments to improve payment readiness after unfavorable first quarter cash flow
and used our Euro Medium Term Note program to reduce reliance on commercial paper and to extend the maturity
profile of long-term borrowings. The cash flow in 1999 was unfavorable due to business growth and increased
working capital.

Net cash generated in operating activities for the year ended December 31, 2001 was SEK 1.4 hillion, as
the negative impact of a SEK 34.8 hillion income effect reconciled to cash was more than offset by significant

working capital reductions, principally the unwinding of large inventory balances and the collection of outstanding
receivables.

Net cash from investing activities for the year ended December 31, 2001 was SEK 5.3 billion as a result of
sales of real estate and other non-core assets, including the remainder of our equity interest in Juniper Networks.

Net cash from financing activities for the year ended December 31, 2001 was SEK 25.7 hillion. The

increase for the full year 2001 can be attributed to proceeds from issuance of long-term debt, which was partially
offset by repayment of our long-term debt by SEK 8.5 hillion and dividend payments of SEK 4.3 hillion.

Capital Expenditure

Capital expenditure
Year ended December 31,
1999 2000 2001
L ocation (in SEK billions)
Sweden......ccooveeeeniennen. 41 51 34
Outside Sweden.............. 5.0 72 49
Total .eeeeeieeeeeeeen, 91 12.3 8.3

The capital expenditure relates primarily to ordinary investments in machinery for manufacturing and
research and development and office equipment. As a result of outsourcing and the establishment of the Sony
Ericsson joint venture, capital expenditures are expected to decrease compared to historical levels.

Funding Sources

We externally finance our operations principally by borrowing directly in the Swedish and international
bank and capital markets.

Our aggregate outstanding interest bearing liabilities was SEK 89.9 billion as of December 31, 2001. Long-
term interest bearing debt was SEK 67.8 billion comprising long-term debt of SEK 57.7 billion (including current
maturities of long-term debt of SEK 3.6 billion), with an average maturity of 4 years and provisions for pensions and
similar commitments of SEK 10.1 hillion. Long-term debt consisted mainly of borrowings under our Euro Medium
Term Note program. Short-term interest bearing liabilities was SEK 22.1 billion comprising short-term borrowing of
SEK 14.2 billion and liabilities related to a financial lease of SEK 7.9 hillion, with average maturities of 3 months
and 12-months, respectively. Short-term borrowing consisted primarily of bank overdrafts, bank loans and other
short-term financial loans. As of March 31, 2002 the aggregated outstanding interest bearing liabilities was SEK
81.0 billion. Long-term interest bearing debt was SEK 63.0 billion comprising of long-term debt of SEK 52.4 hillion
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(including current maturities of long-term debt of SEK 1.2 billion) with an average maturity of 4 years, and
provisions for pensions and similar commitments of SEK 10.6 billion. Short-term interest bearing liabilities was
SEK 18.0 hillion comprising short-term borrowing of SEK 10.5 billion and liabilities related to a financial lease of
SEK 7.5 billion, with an average maturity of 5 months and 9 months, respectively. The nature of the interest bearing
liabilities has not changed since December 31, 2001. The interest rate structure of our interest-bearing financial
liabilities is approximately 96 percent floating rate. We hedge interest rate risks by using derivative instruments,
such as forward rate agreements, interest rate swaps and futures. Our hedging arrangements are described in detail
under “Item 11: Quantitative and Qualitative Disclosure about Market Risk”.

We have a USD 5.0 billion Euro Medium Term Note program of which USD 4.3 billion was utilized at
December 31, 2001. The nominal amount was increased by USD 2.5 billion to USD 5.0 billion during 2001.
Issuances under this program are denominated in EUR, USD, SEK and GBP and have an average maturity of 4
years. During 2001, we borrowed SEK 28.6 billion under this program to refinance short-term borrowings and
extend the maturity of our outstanding debt obligations. Theinterest rate on two issuances in an aggregate amount of
SEK 21.7 hillion (comprising EUR 2.0 billion and GBP 226 million of our medium-term notes) is linked to our
credit rating. Interest rates on this debt increase/decrease 0.25 percent per annum for each rating notch per rating
agency (Standard & Poor's or Moody’'s) by which either or both have publicly announced a ratings
decrease/increase in our credit rating below BBB+ or Baal. The three most recent downgrades have caused an
estimated increase in funding costs of approximately SEK 165 million per annum relating to our Euro Medium
Term Note program. No new long-term debt was issued under the program during the period ended March 31,
2002.

As of December 31, 2001 and March 31, 2002, we had unused long-term committed credit facilities of
USD 1.6 billion. During 2001, long-term committed credit facilities were increased by USD 600 million. We
entered into a EUR 400 million credit facility (approximately SEK 3.7 billion) in October 2001, but this facility
became unavailable to us in February 2002 after Moody’s lowered our credit rating from Baal to Baa2 and is not
included in our total long-term committed facilities. Of the available long-term committed credit facilities, our USD
600 million facility has interest rates linked to our credit rating as well as to certain financial covenants, which we
need to satisfy or maintain in order to draw down funds under the facility.

We entered into a credit portfolio arrangement in December 2001 with a syndicate of banks comprised of
two facilities under which SEK 7.9 billion was outstanding as of March 31, 2002. One facility provides for credits of
up to SEK 12.3 billion on a limited recourse basis. As aresult of the most recent downgrade from Baa2 to Baa3
(Moody’s), the syndicate banks have recourse against us for 30 percent of the total commitment and may, upon a
simple majority vote of the member banks, demand that we maintain this amount in the form of cash collateral. The
other facility, for SEK 3.8 billion, is fully guaranteed by us. The bank syndicate, at its discretion, hasthe right to put
this guaranteed facility to us, should the rating fall to Baa3 (Moody’s) or BBB- (Standard & Poor’s). The three most
recent downgrades have caused an increase in funding costs relating to these two facilities. While we have initiated
discussions with the relevant bank syndicates for these arrangements, we are unaware of any intention on their part
to require additional cash collateral or exercise the put option.

If our credit rating were to deteriorate further, we would incur additional interest expense. We remain on
Moody’ s watchlist, indicating the possibility of further downgrades. See “Risk Factors—Risks Associated with our

Business—Our financial instruments contain ratings triggers, financial ratios and other covenants that may affect our
access to and cost of funds”.

Historically, we have relied on our commercial paper programs in the Swedish, European, and U.S.
markets to satisfy short-term liquidity needs. During 2001, the nominal amount of our U.S. commercial paper
program was increased by USD 500 million to USD 1.0 billion and the Euro commercial paper program was
increased by USD 800 million to USD 1.5 billion. As of December 31, 2001, SEK 31.6 hillion was available to us
under our commercial paper programs. However, our access to liquidity under the programs is now limited. See
“Item 3D: Risk Factors¥a Risks Associated with our Business¥2Our financial instruments contain ratings triggers,
financial ratios and other covenants that may affect our access to and cost of funds” and “¥4 Our access to funding

has decreased and may continue to decrease or become more expensive as a result of our operational and financial
condition and market conditions”.

We have a securitization program with Eureka Securitization plc. As a part of the program we sell trade
receivablesinthe U.S., U.K., Dutch and German markets to Eureka Securitization plc at an effective cost of 1 month
LIBOR + 30bp. The program is settled on a monthly basis with new receivables sold to replace those collected
during the month. Eureka Securitization plc is externally managed and funded in the commercial paper market. As
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of December 31, 2001 and March 31, 2002, we sold receivables amounted to SEK 0.5 billion and SEK 1.8 billion
respectively. The total available amount under the program isUSD 375 million.

Our short-term borrowing requirements typically peak in the middle of each quarter. Historically, we have
satisfied variations in borrowing requirements through our commercial paper programs. However, currently and in
the near term we anticipate using our cash position to satisfy short-term liquidity requirements. We invest our liquid
funds primarily in government securities, as well as commercial paper and corporate bonds, with a short-term rating
of at least A2/P2 and along-term rating of at least A. In order to limit currency exposures, cash and cash equivalents
are primarily held in Swedish kronor and invested at floating interest rates.

Resear ch and Development

For a description of our research and development policies, see “Item 4: Information on the Company.”
Risk Management and Off-balance Sheet Arrangements

Customer Financing

In common with industry practice, some of our customers request that we arrange or provide financing for
them as a condition of obtaining or bidding on infrastructure projects. Customer financing arrangements may
include financing provided in connection with the sale of our systems and services, funding for other costs incurred
by our customers that are associated with network installation and integration of our products or, on an exceptional
basis, financing for working capital purposes. Our customer financing arrangements are comprised of direct lending
by us to our customers or financial guarantees issued by us in respect of lending to our customers by third party
sources. We seek to limit our customer financings, both in amount and duration of the credits extended. To achieve
this, our strategy is to engage banks and other financial institutions as early as possible in our customer financing
discussions. Initially, we may have to guarantee such arrangements but our aim is to subsequently transfer any risk
to the financial markets.

Our customers generally request that we commit to customer financing early in the process of negotiating a
sale. We will consider customer financing as an alternative to be offered selectively to our customers in the event
that third party funding sources are unavailable. The terms of our commitments vary. In some cases, incremental
commitments become available to the customer as they sign additional contracts with us. In other cases, the
availability of commitmentsis conditioned upon the customer meeting certain future operational or financial tests.

At December 31, 2001, the value of our outstanding customer financing credits was SEK 26.8 billion, of
which SEK 18.7 billion was in respect of loans, SEK 4.7 billion of which was guaranteed by third parties, and SEK
12.8 billion wasin the form of financial guarantees extended by us.

Outstanding Customer Financing

The table below summarizes our outstanding customer financing credits as of December 31, 1999, 2000
and 2001.

Outstanding customer financing credits
Asof December 31,

1999 2000 2001
(in SEK billions)
On balance sheetcredite ..........cooevvveene. 19.7 21.6 18.7
Off balance sheet credits..........c.ccoceevinennn. 6.0 51 12.8
Total credits.....ccvveeeeeiieceecee e 25.7 26.7 315
Lessthird party risk coverage®.................... (4.0) (6.6) @.7)
Ericsson risk eXPOSUTE.........ccveeeeieeeenennns 217 20.1 26.8
On balance sheet credits, net book value® ... 15.2 18.1 14.8

1 These amounts reflect the retroactive consolidation of associated finance companies as required by SwedishGAAP as of January 1, 2002. See“—Accounting for

Customer Financing”.

Third party risk coverage represents credit risk borne by third party financial institutions through the issuance of financial guarantees.

3 On balance sheet credits, net book value are adjusted by a provision for uncollectible amounts. These amounts are reflected in our consolidated balance sheets as
of the datesindicated.
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On balance sheet credits are receivables due directly to us from customers, which are recorded at their net

book value, offset by risk provisions for potentially uncollectible amounts, as an asset in our balance sheet. Off-
balance sheet credits represent third-party financing, to the extent that we carry the credit risk.

Theincrease in outstanding customer credits during 2001 of SEK 4.8 billion to SEK 31.5 hillion is a result
of medium and long-term customer financing that we have offered in response to the competitive environment in
which we operate. The increase is partly related to financing of 3G contracts but also to deliveries of 2G equipment.
During 2001, off balance sheet financing increased by SEK 7.7 billion to SEK 12.8 billion, or to 41 percent of the
total risk exposure as compared to 19 percent in 2000. On balance sheet credits decreased by SEK 2.9 billion to
SEK 18.7 billion over the same period. We also have third party risk coverage on some of our on balance sheet
credits, where financial institutions or the Swedish Export Credits Guarantee Board (EKN) cover some risk by
issuing financial guarantees.

Net book value of our on balance sheet credits declined during 2001 from SEK 18.1 billion to SEK 14.8
billion due to the overall reduction and dueto increased provisionsfor certain creditsin Latin Americain particular.

Emerging Markets

Of our total outstanding credit exposure as of March 31, 2002, excluding trade accounts receivable, 57
percent related to North and South America; 36 percent related to Europe, the Middle East and Africa; and the
remaining 7 percent related to Asia Pacific. We have a significant presence in emerging markets, particularly in
Asiaand Latin America. Customers in these markets frequently request financial support from us as a result of the
unavailability of financing from local financial markets and cross-border financing sources. Banks are generally
reluctant to bear therisk that political events could cast doubt on the collectibility of loans extended to customers in
these markets. These political risks are partially mitigated by obtaining risk coverage of our financing arrangements
from various export credit agencies, regional development banks and institutions comprising the World Bank Group,
in particular the Multilateral Investment Guarantee Agency (MIGA) and the International Finance Corporation
(IFC).

In Asia, it was historically difficult for our customers to obtain financing from independent third party
sources, particularly in the People's Republic of China, which is one of our largest markets. However, in recent
years, the availability of financing has improved, decreasing our direct involvement in lending activities to
customers. We currently have limited credit exposure in the Asian Pacific market, including in the People's
Republic of China, asit represents only 7 percent of our total outstanding credit exposure.

Customer financing has been offered in Latin America for many years as a competitive tool to secure new
business. The award of second licensesin Brazil resulted in significant credit undertakings by all vendors involved.
We have significant credit risk exposure in Latin America, particularly in Brazil, which represents 24 percent of our
total credit risk exposure. However, this share has declined during the last twelve months as a result of repayments
by customers. Additionally, a large commitment to an operator in Brazil was recently cancelled and our contract
with this customer is now on cash terms.

We had no credit losses in Latin America during the years 1999 and 2000. In 2001, two credits were fully
written down for a total amount of SEK 768 million. While some financings have been restructured to extend the
term for repayment. except for the two aforementioned credits, there have been no write downs. The rate of
investment in telecommunications in Latin America has declined as a result of the poor regional economy. We do
not intend to take on significant additional credit risk exposure in this region and instead will focus on collecting
outstanding amounts under existing facilities.

Accounting for Customer Financing

Until December 31, 2001, we used associated finance companies to provide, in some cases, off-balance
sheet customer financing, the aggregate amount of which was SEK 9.8 billion on December 31, 2001. A portion of
the risk exposure was carried by third parties, leaving a net exposure of SEK 5.1 hillion, guaranteed by us and
included in our contingent liabilities. As of January 1, 2002, according to new Swedish GAAP rules, these finance
companies are treated as consolidated subsidiaries. Our consolidated financial statements have been retroactively
restated to reflect this consolidation. As aresult, all of our off balance sheet financing is provided by third party
lenders and is guaranteed by us. This has not affected the overall risk exposure, which amounts to SEK 26.8 billion
on December 31, 2001.

In December, 2001, we arranged refinancing for a portfolio of customer credits of SEK 16.1 billion, in the
aggregate, with a group of international banks and financial institutions. We entered into two facility agreements:
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one for SEK 3.8 hillion and the other for a portfolio of customer credits of SEK 12.3 billion, comprised of both

currently drawn customer credits and future commitments to provide further financing. As of March 31, 2002, the
remaining commitment amount available under these facility arrangements was SEK 7.4 billion.

Contractual Obligations and Commercial Commitments

The table below sets forth, as of December 31, 2001, our contractual obligations and commercial
commitments, based upon the period in which payments are due:

Lessthan Syears
1lyear 1-3years 4-5years and more Total

Contractual Obligations (in SEK hillions)

Note and bond loans...........ccoccevvenvennenen. 33 144 18.6 8.7 45.0
Liabilitiesto financial institutions (including

financial lease obligations)............ccccceueee. 22.4 1.7 - 0.3 304
Convertible debentures................cccoveenee. - 44 - - 44
Operating 1€ases .......covveeiiieiiiee e 36 5.7 40 92 225
TOtEl .o 29.3 322 22.6 18.2 102.3

1 Subordinated in right of payment to all of our other outstanding debt.

In accordance with standard industry practice, we enter into bid and performance bonds related to long-
term contracts for the supply of telecommunications equipment and services. Potential payments due under these
bonds are related to our performance under applicable contracts. We have not had to make any significant payments
under these types of bonds in the past and we currently do not anticipate that we will be required to make such
payments under the bonds currently outstanding. As of December 31, 2001 total amounts committed under
contractual guarantees and performance bonds were SEK 26 hillion.

Our other commercial commitments of significance are our guarantees for off balance sheet customer
financing provided by third party lenders of SEK 12.8 billion, as of December 31, 2001, adjusted for customer |oans
now included in our balance sheet as of January 1, 2002, as retroactively restated according to new Swedish GAAP
rules. Since the underlying loans often are repaid prior to maturity or assumed by banks, in which case such
guarantees are released prior to their stated terms, the effective credit periods are short- to medium-term. In addition
to already outstanding customer loans, we also have contractual commitments to provide future financing. Credit
commitments are conditional on the award of corresponding commercial contracts. We have recently been able to
sell commitments prior to funding.

Critical accounting policies

The discussion and analysis of our results of operations and financial condition are based on our
consolidated financial statements which have been prepared in accordance with Swedish GAAP. The preparation of
these financial statements requires management to apply accounting methods and policies that are based on difficult,
complex or subjective judgments by management or on estimates based on past experience and assumptions
determined to be reasonable and realistic based on the related circumstances. The application of these estimates and
assumptions affects the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the balance sheet date and the reported amounts of net sales and expenses during the reporting period.
Actual results may differ from these estimates under different assumptions or conditions. We have summarized
below our accounting policies that require more subjective judgment of our management in making assumptions or
estimates regarding the effects of matters that are inherently uncertain.

Revenue Recognition

Our revenue recognition policies are determined in accordance with both Swedish GAAP and U.S. GAAP.
On aglobal basis we offer acomprehensive portfolio of telecommunications and data communications systems and
services covering a range of technologies. Our activities range from the delivery of spare parts to design,
manufacture, installation and integration of complete network systems. We are required to apply judgment in how to
apply our revenue recognition policies based on the solutions being provided to our customers, the nature and
sophistication of the technology involved and the geography of the customer. Specific contractual performance and
acceptance criteria and judgments in the areas of customer acceptance, installation and collectibility impact the
timing and amounts of revenue recognized.

We apply the percentage-of-completion method or completed-contract method to the accounting for large
and complex construction-type contracts. These contracts involve the supply of bespoke network systems to meet
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specific customer specifications and can require an extended period of time to complete. We prepare estimates of
total contract costs and of our progress towards completion using estimates and judgments that take into account our
historical experience, the advancement of the technology involved and other factors that are determined to be
relevant. We assess inherent uncertainties that include system performance and implementation delays that might
result from events both within and outside of our control. We are required to estimate the overall margin at
completion on these contracts as well as evaluate the amount of possible losses based on estimates that could vary
over time, taking into account factors such as changes in contractual terms and technical problems that might be
encountered over the life of a contract. Changes in these estimates and unforeseen conditions that arise over the
contract terms could result in adifferent pattern of revenue recognition and may affect future earnings.

Valuation of Receivables and Exposures Related to Customer Financing

We provide financing to certain customers in connection with significant sales of network infrastructure
equipment. Financing may include funding for the direct purchase of our products and services, for network
installation, and for working capital purposes. We are required to assess the collectibility of our receivables for
purposes of initial revenue recognition, as well as to record receivables at anticipated realizable value. In instances
where we have sold receivables with recourse or where we have exposure related to guarantees of customer
financing, provisions are also recorded for the estimated amount of the recourse liability. We have credit approval
procedures where all major customer financing contracts are subject to approval by the Finance Committee of the
board of directors. In establishing appropriate allowances against receivables, we continuously monitor the financial
stability of individual counterparties and apply considerable judgment over the ultimate realization of these
receivables, taking into account the ability of counterparties to meet and sustain their financial commitments based
on their current and projected financial condition, and the outlook for the telecommunications industry and economy
in general.

Inventory Obsol escence and Commitments Related to Outsour cing Arrangements

We are required to state our inventories at the lower of cost or market. We record valuation allowances
against our inventory that are equal to the difference between the cost of inventory and its estimated market value.
We are required to make estimates about the future customer demand for our products, taking into account historical
consumption patterns, order backlog, changes in technology, and projected sales based on economic conditions and
growth prospects, market acceptance of current and future products. A misinterpretation of these conditions or
uncertainty in the future outlook for the economy and of the telecommunications industry, or other failure to

estimate correctly, could result in additional inventory losses in excess of the provisions determined to be
appropriate as of the balance sheet date.

As a consequence of increased outsourcing of production to third parties, valuation allowances against
inventory are now partly being replaced by allowances for supplier compensation for when we fail to meet minimum
committed volume orders. We place orders based on estimates about future customer demand, taking account of the
factors listed above. Any misjudgment relating to these factors could result in additional losses in excess of the
provisions determined to be appropriate as of the balance sheet date.

Customer Warranties

We record allowances for warranties given to our customer for manufacturing defects in our systems.
These allowances are estimated based on expected warranty costs taking into account historic rates of return and
historical warranty costs incurred. Warranty allowances are recorded within cost of sales and are estimated when the
related systems are sold. Actual costs may differ from the amounts covered by the allowances and therefore may
affect future earnings.

Changesin Financial Reporting and Accounting Policies

Swedish GAAP

There were no changes in Swedish GAAP or in our accounting policies during 1999, 2000 and 2001. In
2002, we have implemented the following new accounting standards:

RR 1:00 - Consolidated financial statements. RR 1:00 is an update of RR 1:96. The main changes in RR
1:00 compared to RR 1:96 are related to consolidation of companies with a controlling interest, regardliess of
ownership or voting majority, goodwill/negative goodwill, provisions for restructuring charges and valuation in
connection with an acquisition. Goodwill can, in rare situations, be amortized during a period longer than 20 years.
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In RR 1:96 20 years was the limit. The treatment of negative goodwill is more restricted in the new standard. The
new standard also limits the ability to account for provisions for restructuring charges in connection with an
acquisition.

RR 15 - Intangible assets. RR 15 prescribes the accounting for and disclosure of intangible assets. The
standard applies, among other things, to expenditures on advertising, training, start-up and research and
development activities. An intangible asset is an identifiable non-monetary asset without physical substance held for
use in the production or supply of goods or services, for rental to others, or for administrative purposes.

RR 16 - Provisions, contingent liabilities and contingent assets. The objective of the standard is to ensure
that appropriate recognition criteria and measurement bases are applied to provisions, contingent liabilities and
contingent assets, and that sufficient information is disclosed in the notes to the financial statements to enable users
to understand their nature, timing and amount.

RR 17 - Impairment of assets. RR 17 prescribes the accounting and disclosure for impairment of assets. The
standard requires that the recoverable amount of an asset shall be estimated whenever there is an indication that the
asset may be impaired. RR 17 requires an impairment loss to be recognized whenever the carrying amount of an
asset exceedsits recoverable value.

RR 19 - Discontinuing operations. The standard addresses presentation and disclosure relating to
discontinuing operations. The objectives of RR 19 are to establish a basis for segregating information about a major

operation that an enterprise is discontinuing from information about its continuing operations and to specify
minimum disclosure about a discontinuing operation.

RR 21 - Borrowing costs. The standard describes the accounting treatment for borrowing costs. The
standard generally requires borrowing costs be expensed immediately.

RR 22 - Presentation of financial statements. The objective of this standard is to prescribe the basis for
presentation of general purpose financial statements, in order to ensure comparability both with the enterprise’ s own
financial statements of previous periods and with the financial statements of other enterprises. To achieve this
objective, this standard sets out overall considerations for the presentation of financial content of financial
statements.

RR 23 - Related party disclosures. This standard shall be applied in dealing with related parties and
transactions between a reporting enterprise and its related parties. The requirements of this standard apply to the
financial statements of each reporting enterprise.

The implementation of RR 1:00, RR15, RR16, RR17 and RR19 was optional during 2001 and mandatory

no later than 2002. RR21 and RR23 are mandatory from 2002. RR22 is mandatory from 2003. A retrospective
restatement is required for each of these recommendations, except for RR15, which does not permit restatement.

With the exception of RR 1:00 and RR15, we expect that the adoption of these standards will not have a
material impact on our future consolidated financial statements.

Under RR 1:00, beginning in 2002, certain finance companies, in which we are deemed to have a
controlling interest, are consolidated. The principal effect of this change is to record loans extended pursuant to
customer finance arrangements and external loans to finance these loans on our balance sheet instead of recording
them as contingent liabilities. Prior years have been restated to reflect this change.

Under RR15, beginning in 2002, certain development costs are capitalized and subsequently amortized
after a project has reached a certain degree of technical feasibility. As aresult, we expect that during the next few
years reported results from operations will increase, as amounts being capitalized are expected to exceed the related
annual amortization. Under U.S. GAAP, we already capitalize certain development costs, as reflected in Note 24 to
our audited consolidated financial statements.

U.S GAAP

SFAS 133. On January 1, 2001, the Company adopted SFAS No0.133, “Accounting for Derivative
Instruments and Hedging Activities,” as amended by SFAS No. 137 “Accounting for Derivative Instruments and
Hedging Activities Deferral of the Effective Date of FASB Statement No. 133, an amendment of FASB Statement
No. 133,” and SFAS No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging Activities, an
amendment of FASB Statement No. 133" (referred to hereafter as“ SFAS 133").
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SFAS 133 establishes accounting and reporting standards for derivative instruments and hedging activities
and requires the Company to recognize these instruments as either assets or liabilities on the balance sheet and
measure them at fair value. As described in Note 24 to the financial statements, gains and losses resulting from
changes in fair value are accounted for depending on the use of the derivative and whether it is designated and
qualifies for hedge accounting.

In accordance with the transition provisions of SFAS 133, the Company recorded SEK 421 million net-of
tax cumulative effect adjustmentsin earnings as of January 1, 2001. The Company recorded SEK 1,665 million net-
of-tax cumulative effect adjustments in accumulated other comprehensive income (* OCI™) as of January 1, 2001. In
the year ended December 31, 2001, the Company reclassified as a charge to earnings SEK 1,665 million of the
transition adjustment that was recorded in OCI.

SFAS 141 and 142 .In June 2001, the Financial Accounting Standards Board (FASB or the “Board”) issued
Statement of Financial Accounting Standards No. 141 (SFAS 141), “Business Combinations’, and No. 142 (SFAS
142), “Goodwill and Other Intangible Assets’, collectively referred to as the “Standards’. SFAS 141 supersedes
Accounting Principles Board Opinion (APB) No. 16, “Business Combinations’. The provisions of SFAS 141 (j)
require that the purchase method of accounting be used for all business combinations initiated after June 30, 2001,
(i) provide specific criteriafor the initial recognition and measurement of intangible assets apart from goodwill, and
(iii) require that unamortized negative goodwill be written off immediately as an extraordinary gain instead of being
deferred and amortized. SFAS 141 also requires that upon adoption of SFAS 142 the Company reclassify the
carrying amounts of certain intangible assets into or out of goodwill, based on certain criteria. SFAS 142 supersedes
APB 17, “Intangible Assets’, and is effective for fiscal years beginning after December 15, 2001. SFAS 142
primarily addresses the accounting for goodwill and intangible assets subsequent to their initial recognition. The
provisions of SFAS 142 (i) prohibit the amortization of goodwill and indefinite-lived intangible assets, (ii) require
that goodwill and indefinite-lived intangibles assets be tested annually for impairment (and in interim periods if
certain events occur indicating that the carrying value of goodwill and/or indefinite-lived intangible assets may be
impaired), (iii) require that reporting units be identified for the purpose of assessing potential future impairments of
goodwill, and (iv) remove the forty-year limitation on the amortization period of intangible assets that have finite
lives.

The provisions of the Standards also apply to equity-method investments made both before and after June
30, 2001. SFAS 141 requires that the unamortized deferred credit related to an excess over cost arising from an
investment that was accounted for using the equity method (equity-method negative goodwill), and that was
acquired before July 1, 2001, must be written-off immediately and recognized as the cumulative effect of a change
in accounting principle. Equity-method negative goodwill arising from equity investments made after June 30, 2001
must be written-off immediately and recorded as an extraordinary gain, instead of being deferred and amortized.
SFAS 142 prohibits amortization of the excess of cost over the underlying equity in the net assets of an equity
method investee that is recognized as goodwill.

The adoption of SFAS 141 did not have an impact on the business, results of operations, and financial
position of the Company.

The Company is required to adopt the provisions of SFAS 142 effective from January 1, 2002. The
Company isin the process of preparing for its adoption of SFAS 142 and is making the determinations as to what its
reporting units are and what amounts of goodwill, intangible assets, other assets, and liabilities should be allocated
to those reporting units. The Company expects that it will no longer record SEK 0.9 billion of annual amortization
relating to its existing goodwill. The Company has determined that it does not have any intangible assets that have
an indefinite life. The Company does not have any negative goodwill balances that will be written off upon
adoption of SFAS 141.

SFAS 142 requires that goodwill be tested annually for impairment using a two-step process. The first step
is to identify a potential impairment and, in transition, this step must be measured as of the beginning of the fiscal
year. The second step of the goodwill impairment test measures the amount of the impairment loss (measured as of
the beginning of the year of adoption), if any, and must be completed by the end of the Company’s fiscal year. The
Company is in the process of performing its transitional impairment test and has not yet determined the full impact
that the adoption of SFAS 142 will have on the business, results of operations, and financial condition of the
Company. Any impairment loss resulting from the transitional impairment tests will be reflected as the cumulative
effect of a change in accounting principle.



SFAS143. In August 2001, the FASB issued SFAS No. 143, “Accounting for Obligations Associated with
the Retirement of Long-Lived Assets’. The provisions of SFAS No. 143 apply to all entities that incur obligations
associated with the retirement of tangible long-lived assets. This statement is effective for financial statements
issued for fiscal years beginning after June 15, 2002 and will become effective for the Company on January 1, 2003.
The effects of this standard, if any, are not yet evaluated by the company.

SFAS144. In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal
of Long-Lived Assets’. SFAS No. 144 provides guidance on accounting for the impairment or disposal of long-lived
assets. The objectives of the statement are to address issues relating to the implementation of SFAS No. 121,
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”, and to
develop amodel for long-lived assets to be disposed of by sale, whether previously held and used or newly acquired.
SFAS No. 144 is effective for financial statements issued for fiscal years beginning after December 15, 2001. The

Company is required to adopt the provisions of SFAS 144 effective from January 1, 2002. The effects of this
standard, if any, have not yet been evaluated by the Company.

SFAS 145. On April 30, 2002, the FASB issued SFAS No. 145, Recission of FASB Statements No. 4, 44
and 64, Amendment of FASB Statement No. 13 and Technical Corrections. Among other amendments and
recissions, SFAS No. 145 eliminates the requirement that gains and losses from the extinguishment of debt be
aggregated and, if material, classified as an extraordinary item, net of the related income tax effect, unless such
gains and losses meet the criteria in paragraph 20 of Accounting Principles Board Opinion No. 30, “Reporting the
Results of Operations—Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual
and Infrequently Occurring Events and Transactions’. Generally, SFAS 145 is effective for transactions occurring
after May 15, 2002. SFAS 145 will not have a material impact on the Company’s consolidated financial position or
results of operations. The effects of this standard, if any, have not yet been evaluated by the Company.



ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

Item 6A: Directorsand Senior M anagement

Board of Directors

Our board of directors consists of eight directors who were elected by the shareholders at the annual
general meeting on March 27, 2002 and three employee representatives, each with a deputy, appointed by their
respective trade union.

We have three board of directors committees and, in addition, a nomination committee comprised of

representatives of our primary shareholders and the Chairman of the board of directors, which are described below
under the heading “—Board Procedures and Committees”.

The members of our board, the year of their respective original election, their age, position, and their
respective holdings of shares, convertible debentures and options as of May 23, 2002 are asfollows:

Convertible
Debentures
1997/2003
Name Member Since Age Position B Shares (in SEK) Options

Michael Treschow...... 2002 59 Chairman 8,000 -
Tom Heddlius............ 1991 62 Deputy Chairman 72,616 -
MarcusWallenberg.... 1996 45 Deputy Chairman 352,000
Peter L. Bonfidd........ 2002 57 Director - -
LenaTordll ............... 2002 55 Director - -
Sverker Martin-L&f ... 1993 58 Director 8,000 -
Eckhard Pfeiffer ........ 2000 60 Director 15,200 -
Peter Sutherlanc......... 1996 56 Director - - -
Goran Engstrom........ 1994 54 Employee Representative 5,132 1,680 1,200
Jan Hedlunc ............... 1994 56 Employee Representative 95 1,280 -
PerLindh .................. 1995 45 Employee Representative - - -
Monica Bergstrom 1998 41 Employee Representative, Deputy 60 1,280 0
Christer Binning 1994 56 Employee Representative, Deputy 180 2,463 0
Ake Svenmarck 2000 59 Employee Representative, Deputy - - -

(1) Number of B shares assuming conversion of debentures at SEK 59 per B share.

(2) Number of B shares assuming full exercise of options under applicable plan.
Michael Treschow, Chairman (since 2002)

Chairman of the board of directors and member of the Finance, Remuneration and Nomination
Committees. Former President and Chief Executive Officer of Electrolux AB. Member of the board of directors of
Electrolux AB and Atlas Copco AB. Deputy Chairman of the Federation of Swedish Enterprise.

Tom Hedelius, Director (since 1991)

Deputy Chairman of the board of directors and member of the Finance Committee. Former Chairman of
Svenska Handelsbanken AB, now honorary Chairman. Honorary Doctor of Economics. Chairman of the board of
directors of AB Industrivarden, Bergman & Beving AB, Svenska Le Carbone AB and the Foundation of Anders
Sandrew. Deputy Chairman of Addtech AB, Lagercrantz Group AB and the Jan Wallander and Tom Hedelius
Foundation. Member of the board of directors of Volvo AB and Svenska Cellulosa Aktiebolaget SCA.

Marcus Wallenberg, Director (since 1996)

Deputy Chairman of the board of directors and member of the Finance Committee. President and Chief
Executive Officer of Investor AB. Deputy Chairman of Saab AB and Skandinaviska Enskilda Banken AB. Member
of the board of directors of, among others, AstraZeneca plc, Investor AB, Scania AB, Stora Enso Oy and the Knut
and Alice Wallenberg Foundation.
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Peter L. Bonfield, Director (since 2002)

Member of the Audit Committee. Former Chief Executive Officer of BT Group. Member of the board of

directors of AstraZeneca plc, Mentor Graphics Inc. and TSMC Ltd. Deputy Chairman of the British Quality
Foundation. Member of the International Advisory Group of Salomon Smith Barney.

Lena Torell, Director (since 2002)

Member of the Remuneration Committee. Doctor of Physics. Professor. President of the Royal Swedish
Academy of Science. Member of the board of directors of Imego AB, Universeum AB and the European Council of
Applied Sciences and Engineering.

Sverker Martin-Lof, Director (since 1993)

Chairman of the Audit Committee. Chairman and former President and Chief Executive Officer of
Svenska Cellulosa Aktiebolaget, SCA. Member of the board of directors of SCA, Skanska AB, Svenska
Handelsbanken AB, AB Industrivarden and the Confederation of Swedish Enterprises.

Eckhard Pfeiffer, Director (since 2000)

Member of the Audit Committee. Former President and Chief Executive Officer of Compag Computer
Corporation, Chairman of the board of directors of Intershop Communications. Member of the board of directors of
General Motors, Hughes Electronics Corporation, IFCO Systems, Syntek Capital and Biogen. Member of the
Business Council and the Advisory Board of Deutsche Bank.

Peter Sutherland, Director (since 1996)

Member of the Remuneration Committee. Honorary Doctor. Chairman of the board of directors of

Goldman Sachs International and British Petroleum. Member of the board of directors of Investor AB, Royal Bank
of Scotland Group, National Westminster Bank and the Foundation of the World Economic Forum.

Goran Engstrom, Director (since 1994)

Member of the Finance Committee. Employee representative.
Jan Hedlund, Director (since 1994)

Member of the Audit Committee. Employee representative.
Per Lindh, Director (since 1995)

Member of the Remuneration Committee. Employee representative.
Monica Bergstrém, Deputy Director (since 1998)

Employee representative.

Christer Binning, Deputy Director (since 1994)

Employee representative.

Ake Svenmarck, Deputy Director (since 2000)

Employee Representative.

No director currently holds a management position at Ericsson. No director has been elected pursuant to an
arrangement or understanding with any major shareholder, customer, supplier or other person. No director has a
family relationship with any other director or executive officer.

Corporate Management

The table below discloses the senior members of our corporate management, the year of appointment to
their current position or hire date, as applicable, their age, position and holdings of shares, convertible debentures
and options as of May 23, 2002:



Convertible

Year of A B Debentures
Name Appointment Age  Postion Shares Shares  1997/2003% Options®
. President & Chief
Kurt Hellsrom -.......... 199 59 Exeutive Officer - 2602 2463 578,040

Executive Vice President &

Sten Fomell.......c...... 2000 54 Chief Financial Officer - 176,000 - 378,920
Ragnar B&ck............... 2000 58 Executive Vice President - 1,000 2,463 236,236
Per-Arne Sandstrom.... 2001 54 Executive Vice President - 2,904 2,463 290,724
Mats Dahlin ............... 1998 47 Executive Vice President - 8,489 - 383,432
GerhardWeis............ 2001 54 Executive Vice President - 27,496 2,463 234,388
Carl Olof Blomgvigt.... 1999 51 Senior Vice President 6,080 501 - 186,816
Torbjorn Nilsson 1998 49 Senior Vice President - 23,520 2,463 368,600
Britt Reigo....... - 1988 59 Senior Vice President - 12,000 2,463 276,224
Jan Uddenfeldt 1998 52 Senior Vice President - 4911 - 329,672
Henry Sténson 2002 47 Senior Vice President 5,000

(1) Number of B shares assuming conversion of debentures at SEK 59 per B share.

(2) Aggregate number of B shares assuming full exercise of options under applicable plan. See “—Item 6E: Share Ownership”.

Our President, Chief Executive Officer and Executive Vice Presidents are appointed by our board of
directors.

The Chief Executive Officer, the Chief Operating Officer, the Chief Financial Officer, the other Executive

Vice Presidents and the Heads of Corporate Functions (including the Chief Financial Officer) comprise the
corporate management. All members and the year of appointment are as follows:

Kurt Hellstr dm, President (since July, 1999) and Chief Executive Officer (since January, 2001). Prior to
assuming this position, Mr. Hellstrém was the Head of Market Area Asia Pacific.

Sten Fornell, Executive Vice President and Chief Financial Officer (since January 2000). Head of
Corporate Function Finance. Prior to assuming this position, Mr. Fornell was the Chief Financial Officer of
Division Mobile Systems.

Per-Arne Sandstr 6m, Executive Vice President (since March 2001) and Chief Operating Officer (since
September 2001). Prior to assuming this position, Mr. Sandstrom was the Head of Market Area North America

Ragnar Béack, Executive Vice President (since March 2000). Head of Market Area Asia Pacific (since
November 2001). Prior to assuming this position, Mr. Back was the Head of Market Area Western Europe.

Mats Dahlin, Executive Vice President (since October 1998). Head of Market Area Europe, Middle East
and Africa (since November 2001). Prior to assuming this position, Mr. Dahlin was the Head of Division Mobile
Systems.

Gerhard Weise, Executive Vice President (since May 2001). Head of Market Area Americas. Prior to
assuming this position, Mr. Weise was the Head of Market Area Latin America.

Carl Olof Blomgvist, Senior Vice President and General Counsel (since May 1999). Corporate Function
Legal Affairs. Prior to assuming this position, Mr. Blomqvist was a partner of the Mannheimer Swartling law firm.

Henry Sténson, Senior Vice President (since May 2002). Corporate Function Communications. Prior to
assuming this position, Mr. Sténson was the Head of SAS Group Communication, SAS AB.

Torbjorn Nilsson, Senior Vice President (since October 1998). Corporate Function Marketing and

Strategic Business Development. Prior to assuming this position, Mr. Nilsson was the Head of Strategic Business
Development, Mobile Systems.

Britt Reigo, Senior Vice President (since January 1988). Corporate Function People and Culture. Prior to
assuming this position, Mrs. Reigo was the Director of Inflight Service, SAS AB.

Jan Uddenfeldt, Senior Vice President (since October 1998). Corporate Function Technology. Prior to
assuming this position, Mr. Uddenfeldt was the Head of Technology and worldwide R&D Operations, Mobile
Systems.
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No member of the corporate management has a family relationship with any other Director or Corporate
Management member.

No member of corporate management has any principal business activities other than those listed above,
and no member of corporate management has been appointed on account of any arrangement or understanding with
any major shareholder, customer, supplier or other person.

Item 6B: Compensation of Directors and Officers

For the year ended December 31, 2001, the aggregate fees paid to all of the directors were SEK 7.7 million.
The aggregate salaries paid to corporate management were SEK 53.9 million and the aggregate pension and val ue of
benefits were SEK 56.9 million. The salary paid and the value of benefits to Kurt Hellstrom in his capacity as
President amounted to approximately SEK 16.9 million in 2001. Sven Christer Nilsson, our former President, was
entitled to severance pay from July 7, 1999 to July 8, 2001 of approximately SEK 10.7 million in the aggregate, of
which SEK 3,642,604 was paid during 2001.

During 2001, our corporate management was entitled to an annual bonus based on the achievement of cash
flow targets with atarget pay out level of 20 percent and a maximum of 40 percent of base salary. The targets were
based on year-end figures and the bonuses were paid at the beginning of 2002.

Compensation, including pension costs, of all directors and the President, former President, and present and
former Executive Vice Presidents was SEK 101.6 million. The amount set aside or accrued in 2001 to provide
pension, retirement or similar benefits for the President, former President, and present and former Executive Vice
Presidents was SEK 45.5 million. Our employees, including members of our corporate management, are covered by
various national social service programs to which we contribute.

During 2001, we paid our Chairman SEK 2.5 million, Deputy Chairmen SEK 750,000 each and other
directors SEK 500,000 each. In addition, each director serving on a board committee received SEK 100,000.
Directors and deputy directors of our board who are also employees received no remuneration or benefits other than
their entitlements as employees. However, we paid SEK 1,000 per attended meeting to each employee representative
on our board. We are not obligated to pay benefits to any of our directors upon termination of their employment
pursuant to directors' service contracts.

The following rules regarding severance pay and pensions apply to the President, the Executive Vice
Presidents and the Senior Vice Presidents. Severance payments are not made if an employee resigns voluntarily, or
if employment is terminated as a result of flagrant disregard of responsibilities. Notice of termination may be given
by the employee due to significant structural changes or other events which occur that affect the content of work or
the condition for that employee’ s position. Upon termination of employment, severance pay amounting to two years'
salary is normaly paid. In certain cases, if the employee is 50 years of age or older, 40 to 60 percent of the
employee’s final salary, depending on age, is paid annually to the age of 60. Such payments are made currently
during the pertinent period and cease at the age of 60.

The basic security in the pension arrangements for the President and the Executive Vice Presidents and
Senior Vice Presidents consists of affiliation with the so-called ITP (collectively bargained general Swedish benefit
plan for private white collar workers) plan or corresponding arrangements.

Our employees’ pensions are premium-based. For the portion of salary in excess of 20 basis amounts in
2002 (1 basis amount = SEK 37,900), we pay to a capital insurance company an amount that is related both to the
age of the executive and to the executive’'s salary plus a standard bonus. Most of the Executive Vice Presidents and
Senior Vice Presidents are already covered by this system.

The following principles apply to other members of our executive team (excluding heads of specific
business operations). The benefits due under the so-called I TP plan apply, supplemented by the portion of salary and
bonus exceeding ITP, from age 65. In addition, the employee has the right to retire with a pension at age 60, at the
earliest, following which the pension is based on the current pensionable salary at retirement and amounts to
between 40 and 70 percent of this salary. Subject to certain conditions, this pension is also paid if the employeeis
entitled to severance pay at age 60.

For a description of our employee stock option plans, see “Item 6E: Directors and Senior Management—
Share Ownership.”



Item 6C: Board Practices

The board designates, through awork procedure, how various responsibilities will be distributed among the
board and its committees and between the board and the President. This work procedure is revised and adopted by
the board at least once a year. The board has generally authorized each committee to decide on certain issues and
may also provide extended authorization to a committee to decide on specific matters.

The Audit Committee consists of four directors appointed by the board. The present members are Sverker
Martin-L&f, Chairman of the committee, Peter L. Bonfield, Eckhard Pfeiffer and Jan Hedlund. The Audit Committee
is primarily responsible for reviewing annual and interim financial statements, overseeing the audit process,
including audit fees, resolving matters arising during the course of audits and coordinating internal audit functions.

Pursuant to the board’ s work procedure, the Audit Committee reviews the audited financial statements with
management and the independent auditors, PricewaterhouseCoopers, including the acceptability and the
appropriateness of significant accounting principles. The Audit Committee also reviews with management the
reasonableness of significant estimates and judgments made in preparing the financial statements, as well as the
quality of the disclosures in the financial statements. In addition, the Audit Committee reviews with
PricewaterhouseCoopers its independence from management and the company, including the impact of non-audit-
related services provided to the company.

The Finance Committee consists of four directors appointed by the board. The present members are
Michael Treschow, Chairman of the committee, Tom Hedelius, Marcus Wallenberg and Goran Engstrém. The
Finance Committee is primarily responsible for handling matters regarding acquisitions and divestments, capital
contributions to companies inside and outside the Ericsson group, raising of loans, issuances of guarantees and
similar undertakings and approvals of financing support to customers in excess of USD 25 million, as well as
continuously monitoring the group’ s financial risk exposure.

The Remuneration Committee consists of four directors appointed by the board. The present members are
Peter Sutherland, Chairman of the committee, Lena Torell, Michael Treschow and Per Lindh. The Remuneration
Committee is primarily responsible for reviewing and preparing proposals of salary and other remuneration,
including retirement compensation to the President, Executive Vice Presidents, and other officers reporting directly
to the President. These proposals are then presented to the board for resolution. In addition, the committee is

responsible for strategies and general guidelines with respect to employee compensation, including incentive plans
and retirement compensation.

The Nomination Committee consists of Michael Treschow, Chairman of the committee, and various
shareholder representatives. The main task of the committee is to nominate individuals for election to the board of
directors. The Nomination Committee also prepares proposals concerning directors fees, which are presented at the
annual general meeting for resolution.

Item 6D: Employees

As of December 31, 2001, we had over 85,000 employees around the world. We consider our highly
qualified and motivated employees as critical to successful execution of our strategy.

The following table presents the number of employees by region at the dates indicated:

Region December 31, 1999 December 31, 2000 December 31, 2001
Europe, Middle East, Africa........cccccveenee 70,943 71,144 62,743
North America.......cccceevcieeeeecciiee e, 12,174 13,481 8,929
Latin America e —————— 8,249 8,457 5,333
AsiaPacific.......... e ———— 11,924 12,047 10,193
TOtAl oo 103,290 105,129 85,198

Of which Sweden...........cocociiniiinnne 44,040 42,431 37,328
Of WhichEU ......cccoooiiiiiiiiis 66,240 66,241 56,427

In accordance with our recent cost reduction measures, we reduced the number of employees by 19 percent
during 2001. Please see “Item 5A: Operating and Financial Review and Prospects? Results of Operations? Major
Events and Factors Impacting our Business—Restructuring Programs and Ongoing Cost Reduction Measures’ for
additional information on our cost-reduction programs and restructuring measures.
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The following table presents the number of employeesin each of our segments at the dates indicated:

December 31, 1999 December 31, 2000 December 31, 2001

65,115 71,102 67,898
16,446 16,840 oW
20,720 16,059 15,861

1,009 1,128 1,439

103,290 105,129 85,198

(1) Approximately 3,000 employees in our Phones segment were transferred to Sony Ericsson Mobile Communications. See “Item 4B: Business Overview—
Phones? Sony Ericsson Mobile Communications.” Employeesin retained operations are now included in Other Operations.

The majority of our employeesin Sweden belong to the following trade unions: SIF (the Swedish Union of
Salaried Employees), the Swedish Association of Graduate Engineers, the Swedish Union of Industrial Supervisors
and the Swedish Metal Worker’sUnion. Many of our employees |ocated outside Sweden, in particular those located
in other European countries, also belong to trade unions. Central and industry-wide agreements on wages and
salaries in Sweden were renegotiated in 2001 and remain applicable through the first quarter of 2004, resulting in an
estimated average increase of 3.0-3.5 percent per annum. We believe that our relations with these unions and our
employeesin general are good.

Item 6E: Share Owner ship

Convertible Debentures and Option Plans
Our convertible debentures, option plans and stock purchase plans are described below.

If all options, based on warrants and convertible debentures outstanding as of March 31, 2002, were
exercised, we would be required to issue 133.6 million B shares, corresponding to 1.7 percent of our share capital
and 133,600 votes and an increase in sharehol der equity of SEK 12,096 million. If al options, based on repurchased
shares outstanding as of March 31, 2002, were exercised, and assuming approximately 20 percent of the options are
designated to cover social security charges, we would have to transfer 58.8 million B shares, corresponding to 0.7
percent of our share capital and 48,900 votes and an increase in sharehol der equity of SEK 4,009 million.

Convertible Debentures

In 1997, we issued to employees SEK 6 hillion of convertible debentures due 2003. The convertible
debentures are convertible at the option of the holder into B shares for SEK 59 per share through May 30, 2003. |f
all convertible debentures outstanding as of December 31, 2001 were converted to B shares for SEK 59 per share,
we would be required to issue 76,454,504 B shares upon conversion. The convertible debentures bear interest at a
rate equivalent to the Stockholm Interbank Offer Rate minus 1.5 percent. Interest is payable on January 30 of each
year and on the maturity date, June 30, 2003.

The following table sets forth information with respect to options issued to our employees and corporate
management as of March 31, 2002.

Option Number of issued Security Final Exercise Date Exercise Employees
Plan securities price, SEK participating
1999 1.4 million options February 28, 2007 212.81 1,800
2000 50.4 million options January 18, 2007 132.80 8,000
2001 47.5 million options May 14/November 19, 2008 64.00/57.00 15,000

1999 Option Plan

1.4 million options were granted in March 2000 to approximately 1,800 key employees and senior
executives under the 1999 Option Plan, where each option entitles the holder to purchase one B share for SEK
212.81. The options expire February 28, 2007 and are subject to vesting requirements, meaning that they are
exercisable as follows. 30 percent in 2003, 40 percent in 2004 and 30 percent in 2005.

The 1999 Option Plan is based on 1.8 million repurchased B shares, where 0.4 million shares are
designated for covering social security costs.
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Millennium Stock Option Plan

50.4 million options were granted in January 2000 to approximately 8,000 key employees and senior
executives under the Millennium Stock Option Plan, where each option entitles the holder to purchase one B share
for SEK 132.80. The options expire January 18, 2007 and are subject to vesting requirements, meaning that one-
third is exercisable after one year, two-thirds after two years and all options after three years.

The Millennium Stock Option Plan is based on 57.1 million warrants, i.e. subscription rights for new B
shares, where 6.7 million shares are designated for covering social security costs.

Global Stock Option Plan

A total of 47.5 million options were granted in May and November 2001 to approximately 15,000 key
contributors under the Global Stock Option Plan, where each option entitles the holder to purchase one B share for
SEK 64 (the May grant) and SEK 57 (the November grant). The options expire May 14, 2008 and November 19,
2008, respectively, and are subject to vesting requirements, meaning that one third is exercisable after one year, two
thirds after two years and all options after three years. Further grants are scheduled for 2002.

The Global Stock Option Plan is based on 120 million repurchased B shares, where approximately 20
percent of the shares are designated for covering social security costs.

Stock Purchase Plan

Most employees are invited to participate in the Stock Purchase Plan. Participating employees will, during
atwo-year period, be able to save up to 7.5 percent of gross salary, not exceeding the equivalent of SEK 50,000
annually, for the purchase of B shares. If the purchased shares are retained by the employee for three years and
employment at Ericsson continues during that time, the employee will be given a corresponding number of B shares
free of charge. A total of 35 million B shares are allocated to the Stock Purchase Plan (which number includes B
shares used as a hedge for social security cash outflow). The Stock Purchase Plan is being implemented during
2002. Asof May 15, 2002, 4.9 million shares have been purchased under the Stock Purchase Plan.



ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS

Item 7A: Major Shareholders

The following table sets forth as of March 28, 2002, share information with respect to our largest
shareholders, ranked by percentage of voting rights.

Per centage Per centage of Per cent of Percent of

Number of of total A Number of  total Bshares total capital total
I dentity of person or group®” A shares shares B shares stock voting rights

256,660,09 39.1 01
INVESIOr AB ...t 6 12,577,488 47 38.7

186,000,00 28.3 0.04
AB Industrivarden...........ccccooeveveeeeiieeeenn, 0 3,000,000 2.3 28.0
Svenska Handel shankens
PensionsstiftelSe........oooeeeieeiiieeiiieeeeee 35,500,000 5.4 - - 04 53
Livforsakrings AB Skandia...........ccccceenee 32,962,932 5.0 77,433,474 1.04 14 50
Svenska Handel shankens Pensionskasss...... 31,680,000 48 - - 04 48
Oktogonen, Stiftelsen ........cceevieiiieeiinenne 12,560,000 19 343,000 N.M. 0.2 19
Gamla Forsékringsbolaget SEB-Trygg
LV e 11,934,720 18 59,578,910 0.8 0.9 18
Svenska Handel shankens
Personalstiftelse.......cooovvieiiiiiiiiiciee 10,000,000 15 - - 01 15
EB-pensionsstiftelsen .......cccocveeviiieiiiinenns 8,554,767 13 400,000 N.M. 0.1 13
Tredje AP-Fonden 4,276,900 0.65 59,048,584 0.79 0.8 0.7
SHB FONEr .....vvveiiiieiieeciie e 4,469,000 0.68 78,024,474 1.05 1.0 0.7
Hagstromer & Qviberg Fondkommission.... 2,960,001 0.45 12 N.M. 0.0 04
Fjarde AP-Fonden 2,191,000 0.33 96,075,000 1.29 12 0.3
Andra AP-Fonden 2,191,000 0.33 81,064,565 1.09 10 0.3
Forsta AP-Fonden 2,191,000 0.33 88,765,843 1.19 11 0.3

79 6,696,170,01 90.4
OthErS.....e et 52,087,224 7 825 9.0
- 156,804,000¢ 2.12
Number of sharesrepurchased................... - - ? - 19 00
Total capital StOCK.......ccevvereeriieienneens 656,218,64 7,409,285,36
0 EE—— 7 100.0 100.0

(1) Asreported by SIS Agarservice AB on March 28, 2002.
(2) Held by us astreasury stock with zero book value and carrying no participation or voting rights.

Currently, one A share has one-thousand times the voting power of one B share. In May 2002,
shareholders owning a majority of our A share voting rights, including Investor AB and AB Industrivérden,
established atask force to assess how to reduce the discrepancy in voting power between our A shares and B shares
with a view to leveling the difference in voting rights from one-thousand to one to ten to one. The shareholders
have announced their intention to formulate a proposal, which will include compensation for the affected
shareholders, prior to the May 2003 annual general meeting of shareholders. Any proposal to change this voting
discrepancy and to provide compensation to affected shareholders will need to be approved by our shareholders and
there can be no assurance that such approval will be obtained.

As of March 28, 2002, we had 753,965 shareholders. As of April 25, 2002, we had 9,875 registered ADS
holders representing 1,091,059,630 ADSs. As of March 28, 2002, approximately 84.7 percent of our shares were
owned by Swedish and international institutions. Approximately 54.2 percent of our shares were held by investors
with registered addresses in Sweden, 24.2 percent in the United States, 4.5 percent in the United Kingdom, 4.5

percent in Luxembourg, 3.1 percent in Switzerland, 2.7 percent in Germany and approximately 6.8 percent in other
countries.

Averagenumber
Distribution of shares, Number of Per cent of total Number of Per cent of total of sharesper
March 28, 2002 shareholders shareholders, % shares shares, % shar eholder

1-500 i 457,430 60.7 87,992,864 11 192

245,666 325 411,168,548 51 1,674

39,926 53 386,721,538 48 9,686

10,943 15 7,179,621,057 89.0 656,093

753,965 100.0 8,065,504,007 100.0 10,679
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The following table indicates the significant changes in the percentage ownership held by our major
shareholders since December 31, 1998:

Lowest % of Highest % of L owest % of
Highest % of Shareholder total A-shares”) total A-shares®” total B-shares®” Total B-shares”
INVESLOr AB.....ovieiiriiricceeeeee 39.1 225 18 15
AB INdustrivarden .........ccoceevveveeneenieennen, 28.4 27.3 0.0 0.0
SHB pensionssiftelse........ocoeevieiiieeiiieeens 58 54 01 0.0
Livforsakrings SkandiaAB...........ccccveuee 50 5.0 12 0.6
SHB pensionsKassa........cccveeeveeeriveeneneanes 48 4.8 01 0.0
Wallander & Hedelius Stiftelse.................. 24 05 0.0 0.0
Oktogonen Stftelsen.......ccccveeveeeiieeiinenns 10 16 0.0 0.0
Gamla Livforsékingsholaget SEB-Trygg Liv 18 13 17 0.7
EB-pensionstiftelsen .........ccoccceevieriienennen. 17 13 0.0 0.0
SHB personalstiftelse... 15 15 0.0 0.0
Fjards APfonden......... 13 0.3 42 11
Tredje AP-Fonden®..... 0.7 0.0 11 04
SHB fONder ..o 0.7 0.6 0.8 05

(1) From December 31, 1998 to December 31, 2001. Accordingto SIS Agarservice AB.
(2) OnJanuary 31, 2001, Fernte AP-fonden changed names to Tredje P-fonden.

We do not know of any arrangements that might result in a change of our control.

Item 7B: Related Party Transactions

In order to support the development of Mobile Internet applications, systems and services, we continue to
participate in numerous venture capital investments. We make direct investments through our operating subsidiaries
in companies that are strategic to our core businesses. We also make direct investments in smaller start-up
companies through our Business Innovation group. In addition to direct investments, we have also formed joint
ventures to facilitate and support our venture capital activities. For example, Ericsson Venture Partners was formed
in 2000 together with Investor AB, AB Industrivérden and Merrill Lynch. The venture focuses on investments in
the communications industry in Europe, the Americas and the Middle East with particular emphasis on the Mobile
Internet market. Investor AB and AB Industrivarden also participate in certain finance companies which provide
customer financing. These transactions have been negotiated on an arms’ length basis, and we believe the terms of
these transactions are no less favorable to us than they would have been had they been entered into with unrelated
parties. Please see “Item 11A: Quantitative and Qualitative Disclosures about Market Risk—Credit Risk—
Customer Financing Risk Management.”

Item 7C: Interest of Experts and Counsel

Not applicable.



ITEM 8. FINANCIAL INFORMATION

Item 8A: Consolidated Statements and Other Financial | nformation

Audited financial statements for the three fiscal years ended December 31, 2001 are included at “Item 17:
Financial Statements”.

For a discussion of our legal proceedings, please see “Item 4: Information on the Company%Legal
Proceedings” and for a discussion of our policy on dividend distributions, please see “Item 10B: Additional
Information¥s Memorandum and Articles of Association.”

Item 8B: Significant Changes

We are proposing to offer to our shareholders rights to subscribe for new B shares and to our ADS holders
rights to subscribe for new ADSs representing new B shares. As of March 28, 2002, we had 656,218,640 A shares
and 7,409,285,367 B shares outstanding.

Theindustry environment has been extremely challenging since the end of 2000 and has adversely affected
the financial position of almost all telecommunications equipment suppliers. Given this background and the
uncertain outlook, we believe it is prudent to act now in the interests of all our constituencies — shareholders,
creditors, customers and employees — and that by managing our financial risk prudently we will have increased
security if market conditions remain poor or deteriorate further.

We are also convinced that a solid financial position with a strong balance sheet and ample liquidity will
provide us with competitive benefits in this uncertain environment, allowing us to maintain and improve our leading
market position by providing the financial strength necessary to allow organic expansion while also providing for
ongoing strategic flexibility. Our board of directors has therefore concluded that our shareholders’ interests are best
served by a B share rights offering through which we expect to raise net proceeds of approximately SEK 29.7 billion
(approximately USD 2.85 hillion), assuming the rights offered are fully subscribed and after deduction of fees and
expenses in connection with the offering.

Our two largest shareholders, Investor AB and AB Industrivérden, have indicated that they intend to
subscribe fully the rights offered to them by the Company.

Asof March 31, 2002, our equity to assets ratio was 28 percent and we had net debt of SEK 25 hillion. To
meet the objectives stated above, we believe that an equity to assets ratio of 40 percent would be more appropriate.
Assuming full subscription in the offering, the additional capital from the offering would result in a pro forma equity
to assets ratio of 36 percent as of March 31, 2002, which brings us closer to this target. If we were to use the
proceeds from the offering to retire debt, the ratio would improve further.

Assuming full subscription, proceeds from the offering will be approximately SEK 29.7 billion
(approximately USD 2.85 hillion) after fees and expenses which we estimate will be approximately SEK 300 million
(approximately USD 29 million). As described above, the offering is intended to strengthen our financial condition
generally, by adding permanent equity capital and increasing liquidity and decreasing our leverage and our net
indebtedness. It is our expectation that a portion of the proceeds will be used to refinance indebtedness. As of
March 31, 2002, our interest bearing liabilities maturing within twelve months were SEK 19.2 billion, of which
current maturities of long-term debt were SEK 1.2 hillion, financial |ease obligations were SEK 7.5 billion and other
short-term bank debt was SEK 10.5 billion. While no decision has been made as to which specific borrowings are to
be repaid or refinanced, it is likely that we will repay certain of these borrowings as they mature. Additional net
proceeds from the offering will be used for general corporate purposes. In the short-term, the net proceeds will be
held as cash and/or invested in investment-grade, interest bearing securities.

We have entered into various new contractual arrangements in the ordinary course of business during 2002.
We entered our first global contract to supply Multimedia Messaging Services (MMS) software to Vodafone Group
Plc (UK). Together we have agreed to a rollout schedule that will see commercia availability of the service in
Europe from the middle of 2001. Ericsson Mobile Platforms has signed a licensing agreement regarding mobile
phone technology for 2.5G and 3G/UMTS with LG Electronics (Korea). And we signed an agreement with Verizon
Wireless (USA) for our CDMA 2000 AAA (Authentication, Authorization and Accounting) solution for Verizon's
CDMA 2000 1XRTT Express Network.
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In June 2002, we entered into an agreement to sell our microel ectronics operation to Infineon Technologies
for aggregate purchase consideration of approximately EUR 400.0 million. The closing of the sale is subject to

customary conditions, including the approval of responsible competition authorities. Assuming satisfaction of all
such conditions, the transaction is expected to close during the third quarter of 2002.

In February 2002, Moody’ s lowered our long-term credit rating from Baal to Baa2, in May 2002 Standard
& Poor’s lowered our long-term credit rating from BBB+ to BBB and in June 2002 Moody’s further lowered our
long-term credit rating from Baa2 to Baa3. For an explanation of the consequences of these downgrades, see “Risk
Factors—our financial instruments contain rating triggers, financial ratios and covenants that may affect our access
to and cost of funds.”

In connection with our ongoing cost review, we determined that further cost reductions were needed, and
we communicated additional cost reduction measuresin our first quarter report for 2002. These measures target cost
reductions of approximately SEK 20 billion on an annual basis (net of any costs estimated to be incurred by us in
implementing such targeted reductions), when fully implemented by the end of 2003 and include the reduction of
approximately 20,000 employees. The reduction of 14,000 of these employees will affect operating expenses, while
the reduction of the remaining 6,000 will affect cost of sales. Substantially all of the SEK 20 billion in planned cost
reductions have already been identified.

If we succeed in fully implementing these additional cost reduction measures, together with the cost
reductions we expect to achieve through the Efficiency Program, we would expect total cost savings by the end of
2003 of approximately SEK 40 billion, as compared to our cost base at the beginning of 2001. However, as these
additional measures will be implemented over time, and as there may be delays before we recognize the benefits
from the measures adopted, we expect our actual costs to be reduced by SEK 28 billion in 2002, as compared to our
cost base at the beginning of 2001, of which the Efficiency Program savings are estimated at SEK 20 billion and the
additional cost reductions at SEK 8 hillion. The additional cost reduction measures are expected to cost SEK 8.5
billion in 2002 and SEK 2.0 billion in 2003. Through March 31, 2002, no restructuring costs or cash outlays have
been recognized related to this program.

The statements in this section, in particular in relation to the cost savings we expect to generate from our
programs and other measures, are forward-looking statements and actual results may differ materially from those
described above. See “ Forward-looking Statements” and “ Item 3D: Risk Factors¥aRisks Associated with our

Business¥ Failure to successfully implement our cost reduction measures may adversely affect our financial
results’ herein for a description of factors that may cause these statements not to materialize.



ITEM 9. THE OFFER AND LISTING
Item 9A: Offer and Listing Details

The A shares and the B shares have equal rights of participation in our net assets and earnings. All A shares
have one vote per share and all B shares have one thousandth of avote per share. Our Series A and Series B shares
are traded on Stockholmsbdrsen (“the Stockholm Stock Exchange”), and the Series B shares are also traded on the
exchanges in Dusseldorf, Frankfurt, Hamburg, London and Paris, and on the “Swiss Exchange” in Zurich. In the

United States, the B shares are traded on Nasdaq in the form of ADSs evidenced by American Depositary Shares
(ADSs). Each ADS represents one B share.

The ADSs are issued by Citibank, N.A., New York, acting as Depositary, upon deposit of B shares with

Citibank, N.A. in New York or with Skandinaviska Enskilda Banken or Svenska Handelsbanken in Stockholm,
Sweden, acting as agents of the Depositary.

Annual high and low market prices

The table below states annual high and low prices of the A shares and B shares on Stockholmsbdrsen and the ADSs
on NASDAQ.

Stockholmshor sen NASDAQ
SEK per A share SEK per B share USD per ADS
Y ear High L ow High Low High Low
1997 49.00 26.00 48.00 26.00 6.328 3578
1998 56.00 34.00 67.00 30.00 8.500 3.750
1999 144.00 48.00 143.00 44.00 16.813 5.125
2000 235.00 105.00 231.00 101.00 26.310 10.375
2001 126.00 33.20 122.00 32.10 1350 3.05

Quarterly high and low market prices

The table below states for each quarter of 2000, 2001 and the first quarter of 2002, high and low prices of the A
shares and B shares on Stockholmsbdrsen and the ADSs on NASDAQ.

Stockholmshér sen NASDAQ
SEK per A share SEK per Bshare USD per ADS
Quarter High L ow High L ow High L ow
2000
First.c.oooovvcevenenn 235.00 117.50 230.50 115.00 26.313 13.750
Second................. 211.00 167.00 210.00 162.00 23.375 17.000
Third......ccovvienne 208.50 145.00 210.50 144.00 23438 14.500
Fourth ......cccoveenee 160.00 105.00 159.50 101.00 16.266 10.375
2001
First oo 126.00 58.00 122.00 54.50 13.500 5.000
Second......ccceeeeee 79.50 51.00 77.00 48.40 7.6 4.75
Third......ccooovveene 64.00 33.20 62.00 32.10 5.75 3.05
Fourth ........cccuee. 68.00 36.00 67.00 34.40 6.24 3.22
2002
First oo 62.50 42.00 62.00 41.10 6.00 3.81
Second......ccceeeee 44.00 14.90 42.70 13.50 4.19 1.44

Monthly high and low market prices

Thistable states high and low sales prices for the last six months.

Stockholmshor sen NASDAQ
SEK per A share SEK per B share USD per ADS
Month High L ow High L ow High L ow
January 2002............. 62.50 44.00 62.00 42,50 6.00 3.97
February 2002........... 49.20 42.00 48.10 41.10 4.49 381
March2002............... 52.00 43.50 51.00 41.80 4,93 4.07
April 2002................ 44.80 23.40 43.50 22.60 4.19 2.23
May 2002........ccocuu.. 27.50 22.70 26.40 21.40 2.64 2.18
June 2002........cc.e.. 22.70 14.90 21.70 1350 2.24 1.44
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Sharepricetrend

Thetotal market value of our shares decreased by 46 percent in 2001 to approximately SEK 460 billion and
by 23 percent in the first quarter of 2002 to approximately SEK 354 hillion. The Stockholmsbérsen OMX index
decreased by nearly 20 percent during 2001 and by 5.7 percent in the first quarter of 2002. The NASDAQ
composite index decreased by 21 percent in 2001 and by 5.4 percent in the first quarter of 2002, and the NASDAQ
telecom index decreased by 49 percent in 2001 and 26.6 percent in the first quarter of 2002. Our share value
decreased by 53 percent on NASDAQ in 2001 and 21 percent in the first quarter of 2002. The difference as

compared to the decrease on Stockholmsbérsen is mainly attributabl e to a strengthening of the U.S. dollar relative to
the Swedish krona.

Share Trend Stockholmsboérsen Share Turnover
1997 - 1Q2002 2001 - 1Q2002. MM Shares
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Item 9B: Plan of Distribution
Not applicable.
Item 9C: Markets

Our A and B shares are traded on Stockholmsborsen under the tickers ERIC A and ERIC B. The trading
lot comprises 200 shares. Our B dhares are aso traded on the exchanges in Dusseldorf, Frankfurt, Hamburg,

London, Parisand in Zurich. Ericsson shares are also traded in the United States in the form of American Depository
Shares (ADS) on NASDAQ, under the symbol ERICY. Each ADS represents one B share.

More than 36 billion B shares were traded in 2001. Of this number approximately 59 percent were traded
on Stockholmsboérsen, 13.5 percent on NASDAQ and 26.5 percent on the London Stock Exchange. This is

compared to 44 percent, 31 percent and 24 percent, respectively, in 2000. Trading on other exchanges amounted to
approximately 1 percent of the total in 2001.

In connection with the proposed rights offering, it is our intention that B share rights be listed on
Stockholmsbérsen under the symbol “ERIC TB” during the B share rights trading period. Furthermore, it is our
intention that ADSrights be listed on NASDAQ under the symbol “ ERIRY” during the ADSrights trading period.

Item 9D: Selling Shareholders
Not applicable.

[tem 9E: Dilution
Not applicable.

Item 9F: Expenses of the I ssue

Not applicable.



ITEM 10. ADDITIONAL INFORMATION

Item 10A: Share Capital
Not applicable.

Item 10B: M emorandum and Articles of Association

Our Articles of Association do not stipulate anything regarding a) directors power to vote on a proposal,
arrangement, or contract in which the director is materially interested, b) our directors’ power to vote compensation
to themselves, c) our directors’ borrowing powers, d) retirements rules for our directors or €) the number of shares
reguired for adirector’s qualification. Applicable provisions are found in the Swedish Companies Act, as referred to
in “—Certain Powers of Directors’ below.

There are no age limit requirements for directors and they are not required to own any shares in the
company.

Share Capital I ncreases and Preferential Rights of Shareholders

Our shares are divided into three series: A shares, B shares and C shares; however, no C shares are
currently outstanding. Under the Swedish Companies Act of 1975 (the “Swedish Companies Act”), shareholders
must approve each issue of additional shares either by deciding on the share issue at a shareholders' meeting, or by a
shareholders' approval of a decision on a share issue by the board, or by giving an authorization to the board to
decide about a share issue. If we decide to issue new A shares and B shares by means of a cash issue, A and B
shareholders (except for Ericsson and its subsidiaries, in the event they hold shares in Ericsson) have a primary
preferential right to subscribe for new shares of the same type in relation to the number of shares previously held by
them. Shares not subscribed for through a preferential right shall be offered to all shareholders for subscription on a
pro rata basis. If we decide to issue by means of a cash issue new shares of only one series, all shareholders,
regardless of whether their shares are series A or series B, are entitled to a preferential right to subscribe for new
sharesin proportion to the number of shares previously held by them. Shareholders may vote to waive shareholders’
preferential rights at a general meeting.

Election of our Board of Directors

In addition to specially appointed members and deputies, our board of directors must have a minimum of
five directors and can have a maximum of twelve directors, with a maximum of six deputies. Directors shall be
elected each year at the annual general meeting for the period up to and inclusive of the following annual general
meeting. A director may serve any number of consecutive terms. In addition, under Swedish law, employees have
the right to appoint three directors (and their deputies).

Certain Powers of Directors

The board of directorsis ultimately responsible for the organization of the company and the management of
the company’ s operations. The president is charged with the day-to-day management of the company in accordance
with any guidelines and instructions provided by the board of directors. The president has borrowing powers only to
the extent such borrowing is part of the day-to-day management of the company and in accordance with any
guidelines and instructions provided by the board of directors.

According to the Swedish Companies Act, a member of the board of directors and the president may not
take part in matters regarding agreements between the director and the company, between the company and third
parties where the director has a material interest in the matter which may conflict with the interests of the company,
or agreements between the company and a legal entity which the director may represent, either individually or
together with any other person.

The general meeting of shareholders decides on compensation for the directors. Typically the general
meeting decides on an aggregate amount which is to be distributed among the directors as determined by the board.

Dividends
Our A and B shareholders have the same rights to dividends.

Under Swedish law, only a general meeting of shareholders may authorize the payment of dividends, which
may not exceed the amount recommended by the board of directors (except in certain limited circumstances), and
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may only be paid from funds legally available for that purpose. Under Swedish law, no interim dividends may be
paid in respect of any fiscal period for which audited financial statements of the company have not yet been adopted
by the annual general meeting of shareholders. The market practice in Sweden is for dividends to be paid annually.
Under the Swedish Companies Act, dividends to shareholders may not exceed an amount equal to (1) the amount
reported in the adopted balance sheet and, in respect of parent companies which must prepare consolidated financial
statements, the consolidated balance sheet for the most recent financial year, as the company’s or group’s net profits
for the year, profit brought forward and non-restricted reserves less (2) the sum of losses brought forward; sums
which, pursuant to law or the articles of association, shall be allocated to restricted shareholders' equity or in respect
of parent companies, sums which, according to the annual reports for companies within the group, shall be
transferred to restricted shareholders’ equity from non-restricted shareholders’ equity within the group; sums which,
pursuant to the articles of association shall otherwise be utilized for purposes other than distribution to shareholders.

Dividends may not be declared to the extent that their payment would contradict generally accepted
business practices in light of a company’s capital structure, liquidity or financial position. The Company’s shares
are registered in the computerized book-entry share registration system administered by VPC. The rights attached to
shares eligible for dividends accrue to those persons whose names are recorded in the register of shareholders on a
particular day. The dividends are then sent to a specified account as directed by the person registered with VPC, or
to the address of that person. The relevant record date must, in most circumstances, be specified in the resolution
declaring a dividend or resolving upon a capital increase or any similar matter in which shareholders have
preferential rights.

Where the registered holder is a nominee, the nominee receives, for the account of the beneficial owner,
dividends and, on issues of shares with preferential rights for the shareholders, shares, as well asrights. Dividends
are remitted in a single payment to the nominee who is responsible for the distribution of such dividends to the
beneficial owner. A similar procedure is adopted for share issues. Specific authority to act as a nominee must be
obtained from VPC. VPC is required to keep a register with regard to any holding on behalf of a single beneficial
owner in excess of 500 shares in any one company. This list must reveal the names of the beneficial owner and
must be open to public inspection.

Voting

In ageneral meeting of Ericsson, each A share shall carry one vote and each B share one-thousandth of one
vote. In all other respects, our A and B shareholders have the samerights.

We are required to publish notices to attend annual general meetings and extraordinary general meetings
regarding changes in our articles of association no earlier than six weeks and no later than four weeks prior to the
general meeting. Notices to attend other types of extraordinary general meetings must be published no earlier than
six weeks and no later than two weeks prior to the general meeting.

A shareholder may attend and vote at the meeting in person or by proxy. Proxies are not valid for longer
than a year from the date of issuance. Any shareholder wishing to attend a general meeting must notify us no later
than 4:00 p.m. (Sweden time) on the day specified in the notice. We are required to accept al notifications of
attendance at least five days prior to the meeting (not counting Sundays). A person designated in the register as a
nominee (including the depositary of the ADSs) is not entitled to vote at a general meeting, nor is a beneficial owner
whose share is registered in the name of a nominee (including the depositary of the ADSs) unless the beneficial
owner first arranges to have such owner’s own name entered in the register of shareholders maintained by VPC no
later than the designated record date.

Under the Swedish Companies Act, resolutions are passed by a simple majority of votes cast at the meeting
with the chairman of the meeting having a decisive vote (except in respect of elections), unless otherwise required
by law or a company’s articles of association. Under the Swedish Companies Act, certain resolutions require special
quorums and majorities, including, but not limited to, the following:

@ aresolution to amend the articles of association requires a majority of two-thirds of the votes cast
aswell astwo-thirds of shares present or represented at the meeting, except in those circumstances
described in (ii) and (iv) below;

(i) aresolution to amend the articles of association which reduces any shareholder’s rights to profits
or assets, restricts the transferability of shares or alters the legal relationship between shares,
normally requires the unanimous approval of the shareholders present at the meeting and who hold
nine-tenths of all outstanding shares;
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(iii) aresolution to amend the articles of association for the purpose of limiting the number of shares
with which a shareholder may vote at a general meeting or requiring the retention of a larger
amount of the net profit than required by the Swedish Companies Act or amending shareholders’
rightsin aliquidation or dissolution, normally requires the approval of shareholders representing a
two-thirds of the votes cast and nine-tenths of the shares present or represented at the meeting;

(iv) aresolution of the kind referred to under (ii) or (iii) above may, however, be taken with a lower
supermajority requirement if the amendments referred to therein will only adversely affect specific
shares or classes of shares. In such cases, the requirement under (i) above will apply together with
the following separate supermajority: (a) where a class of sharesis adversely affected, approval of
the owners of one-half of all shares of such class and who hold nine-tenths of the shares of such
class present or represented at the meeting, or (b) where the shares adversely affected do not
constitute a class of shares, the unanimous approval of all such affected outstanding shares present
at the meeting and who hold nine-tenths of all outstanding shares adversely affected;

(V) aresolution to issue, approve or authorize the issuance for cash of new shares or convertible debt
instruments or debt instruments with the right to subscribe for new shares with a deviation from
the preferential right for existing shareholders requires a two-thirds majority of votes cast at the
meeting as well as two-thirds of the shares present or represented at the meeting;

(vi) aresolution to redeem any or all of the outstanding share capital requires a two-thirds majority of
votes cast at the meeting as well as two-thirds of the shares present or represented at the meeting.

Certain circumstances, however, reguire the unanimous approval of the shareholders present at the
meeting, with nine-tenths of all outstanding shares present or represented at the meeting; and

(vii) aresolution to approve amerger requires atwo-thirds majority of the votes cast at the meeting and
two-thirds of the shares present or represented at the meeting.

At a general meeting of shareholders, a shareholder or proxy for one or more shareholders may cast full
number of votes represented by the holder’s shares.

Purchase of Own Shares

A public Swedish limited liability company whose shares are traded on a securities exchange, an authorized
market place or another regulated market place is entitled to purchase its own shares under certain conditions. A
purchase by us of our own shares may take place only if (@) the purchase has been decided upon by a general
meeting of shareholders or the board has been authorized by a general meeting of shareholders by a two thirds
majority of votes cast at the meeting as well as two-thirds of the shares present or represented at the meeting, (b) the
purchase is effected on a securities exchange or in some other regulated market either in the EEA or outside the
EEA (in the latter case with the approval of the Swedish Financial Supervisory Authority the “SFSA”) or pursuant
to another offer to all shareholders or holders of a specific class of shares, (c) the funds used in connection with such
purchase could legally have been distributed as adividend, and (d) we and our subsidiaries do not hold or, as aresult
of purchase, will not hold in excess of 10 percent of all our outstanding shares. As of March 28, 2002 we held an
aggregate of 156,804,000 repurchased B shares.

I nvestment Restrictions

There are no limitations imposed by Swedish law or by our Articles of Association in respect of the rights
of non-residents or foreign persons to purchase, own or sell securitiesissued by us.

Asageneral rule, Swedish securities may be freely sold to and owned by non-residents or foreign persons;
however, on account of our defense-related contracts with the Swedish government and certain defense contractors,
we are subject to defense industry licensing requirements in Sweden. The licenses granted by the governmental
authorities in Sweden in relation to the defense industry provide that the production of defense equipment may be
carried on as long as Swedish legal entities or persons hold the ultimate control of the parent company. In this
context, control relates to the holding of the magjority of the voting power of the outstanding shares. We are currently
controlled by Swedish legal entities and persons and we must report any change, which could result in a change
from Swedish control to foreign control. Further, our president and at least 50 percent of the members of our board
of directors and their deputies must be Swedish citizens domiciled in Sweden. If we do not comply with the
requirements under our licenses, the governmental authorities may reconsider our licenses or their terms.
Furthermore, there are certain flagging and ownership examination rules that apply, irrespective of nationality.
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Pursuant to recommendations concerning the disclosure of acquisition and transfer of shares issued by
Naringslivets Borskommitté (the “Swedish Industry and Commerce Stock Exchange Committee”), any seller or
purchaser of securities including shares of stock, convertible debt instruments, warrants, non-standardized options
and futures of a Swedish company listed on Stockholmsbdrsen, must report to Stockholmsbdrsen and to the
Company transactions in which the purchaser or seller acquires or disposes of 5 percent of any subsequent
percentage that is a multiple of five, up to and including 90 percent of either the voting rights of all shares or the
total number of sharesin the Company. These changesin ownership should also be reported to an established news
agency and to a nationally published newspaper in Sweden no later than 9:00 a.m. on the next day on which trading
is conducted on Stockholmsbdrsen. In addition, according to the Swedish Financial Instruments Trading Act, a
natural person or legal person who acquires or disposes of shareholdings in a Swedish company that has its shares
listed on a stock exchange situated or operating within one or more EEA countries and, as a result of such
acquisition or disposition, holds voting rights equal to, in excess of or less than one of the thresholds of 10 percent,
20 percent, 33? percent, 50 percent or 662 percent, the person is required to notify the company in writing at the
same time it notifies the stock exchange or, if the shares are not listed in Sweden, the SFSA within seven calendar
days of the acquisition or disposition. In addition, the Act on Reporting Obligations Regarding Certain Holdings of
Financial Instruments requires, among other things, that certain individuals who own shares representing 10 percent
or more of the share capital or the voting rightsin a publicly traded company to report such ownership to the SFSA
which keeps a public register based on the information contained in such reports, and also to report any changesin
such ownership.

If shares of a Swedish limited liability company are held in the name of a nominee, the nominee must issue
apublic report to VPC every six months, listing all beneficial holders of more than 500 of the shares.

Item 10C: Material Contracts

Effective October 1, 2001, we formed Sony Ericsson Mobile Communications AB as a 50/50 joint venture
with Sony Corporation. Ericsson and Sony each contributed SEK 2.8 hillion in cash to the capital of the joint
venture. Pursuant to two Master Purchase Agreements, one relating to the transfer of the Ericsson handset business
and onerelating to the transfer of the Sony handset business, and related agreements, both partners sold substantially
al of their respective handset businesses to the joint venture. We retained ownership of our intellectual property
rights for mobile phone platform technology, which is licensed to the joint venture and other handset manufacturers.

Effective October 1, 2001, our 50 percent share of income before taxes in Sony Ericsson Mobile
Communications is included in “Earnings from Joint Ventures and Associated Companies’. Our share of the joint
venture's taxes is included in “Taxes’. The retained activities, including technology licensing and phone
manufacturing in China, are reported as part of “ Other operations”.

Item 10D: Exchange Controls

There is no Swedish legislation affecting a) the import or export of capital or b) the remittance of
dividends, interest or other payments to nonresident holders of our securities except that, subject to the provisionsin
any tax treaty, dividends are subject to withholding tax.

The defense industry is subject to licensing requirements in Sweden. The licenses granted by the
governmental authorities in Sweden in relation to the defense industry provide that the production of defense
equipment may be carried on as long as Swedish legal entities or persons hold the ultimate control of the parent
company. In this context, control relates to the holding of the majority of the voting power of the outstanding shares.
Such control of the parent company is now held by Swedish legal entities and persons and the Company must report
any change, which could result in a change from Swedish control to foreign control. Further, the president of the
Company and at least 50 percent of the members of the board of directors and their deputies must be Swedish
citizens domiciled in Sweden. In case of non-compliance with the requirements under a license, the governmental
authorities may reconsider the license or its terms.

Item 10E: Taxation

General

The taxation discussion set forth below is intended only as a descriptive summary and does not purport to
be a complete analysis or listing of all potential tax effects relevant to the acquisition, ownership of B shares, ADSs
or convertible debentures. The statements of United States and Swedish tax laws set forth below are based on the
laws in force as of the date of this report and may be subject to any changes in United States or Swedish law, and in
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any double taxation convention or treaty between the United States and Sweden (the “Income Tax Treaty”,
occurring after that date, which changes may then have retroactive effect.

The summary below isintended to provide general information only. Specific tax provisions may apply for
certain categories of tax payers. Your tax treatment if you are a holder of B shares, ADSs or convertible debentures
depends in part on your particular situation. If you are a holder of B shares, ADSs or convertible debentures, you

should therefore consult atax advisor as to the tax consequences relating to your particular circumstances resulting
from the ownership of B shares, ADSs, or convertible debentures.

Thetax consequences to holders of ADSs, as discussed below, apply as well to holders of B shares.
Certain Swedish Tax Considerations

This section describes the material Swedish income and net wealth tax consequences if you are a holder of
ADSs, B shares or convertible debentures who is not considered to be a Swedish resident for Swedish tax purposes.
This section applies to you only if you are a holder of portfolio investments representing less than 10 percent of
capital and votes and is not applicable if the ADSs, B shares or convertible debentures pertain to a permanent
establishment or fixed base of businessin Sweden.

Taxation on Capital Gains

Generally, non-residents of Sweden are not liable for Swedish capital gains taxation with respect to the sale
of ADSs, B shares or convertible debentures. However, under Swedish tax law, capital gains from the sale of
Swedish B shares and certain other securities by private individuals may be taxed in Sweden at a rate of 30 percent
if they have been residents of Sweden or have lived permanently in Sweden at any time during the year of the sale or

the 10 calendar years preceding the year of the sale (absent treaty provisions to the contrary). The provision is
applicable on ADSs, B shares and convertible debentures.

This provision may, however, be limited by tax treaties that Sweden has concluded with other countries.
Under the Income Tax Treaty, this provision is limited to ten years from the date the individual became a non-
resident of Sweden.

Taxation on Dividends

A Swedish dividend withholding tax at a rate of 30 percent is imposed on dividends paid by a Swedish
corporation, such as us, to non-residents of Sweden. The same withholding tax applies to certain other payments
made by a Swedish corporation, including payments as a result of redemption of shares and repurchase of stock
through an offer directed to its shareholders. Exemption from the withholding tax or a lower tax rate may apply by
virtue of atax treaty. Under the Income Tax Treaty, the withholding tax on dividends paid on portfolio investments
to eligible U.S. holdersis reduced to 15 percent.

Under all Swedish tax treaties, except the tax treaty with Switzerland, withholding tax at the applicable
treaty rate should be withheld by the payer of the dividends. With regard to dividends paid from shares in
corporations registered with the VPC (such as our shares), a reduced rate of dividend withholding tax under a tax
treaty is generally applied at the source by the VPC or, if the shares are registered with a nominee, the nominee, so

long as the person entitled to the dividend is registered as a non-resident and sufficient information regarding the tax
residency of the beneficial owner is available to the VPC or the nominee.

In those cases where Swedish withholding tax is withheld at the rate of 30 percent and the person who
received the dividends is entitled to a reduced rate of withholding tax under a tax treaty, a refund may be claimed
from the Swedish tax authorities before the end of the fifth calendar year following the distribution.

Currently, the Swedish withholding tax provisions are under review. New or amended provisions may be
introduced as aresult of thisreview.

Taxation on Interest
No Swedish withholding tax is payable on interest paid to non-residents of Sweden.
Net Wealth Taxation

The ADSs, B shares and convertible debentures are not subject to Swedish net wealth taxation in the hands
of aholder that is not resident in Sweden for tax purposes.
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You should consult your own tax advisors regarding the Swedish and other tax consequences of your
owner ship of ADSs, B sharesand convertible debentures.

Certain United States Federal | ncome Tax Consequences

The following discussion is a summary of the material United States federal income tax consequences
relevant to the ownership and disposition of ADSs or B shares or convertible debentures. This discussion is based
on the tax laws of the United States (including the Internal Revenue Code of 1986, as amended, its legislative
history, existing and proposed regulationsthereunder, published rulings and court decisions) as in effect on the date
hereof, all of which are subject to change, possibly with retroactive effect. The discussion is not afull discussion of
all tax considerations that may be relevant to the ownership and disposition of ADSs or B shares or convertible
debentures. The discussion appliesonly if you will hold the ADSs and/or the B shares and/or convertible debentures
as capital assets and you use the U.S. dollar as your functional currency. It does not deal with the tax treatment of
investors subject to special rules, such as grantor trusts, real estate investment trusts, regulated investment
companies, banks, brokers or dealers in securities, traders in securities or currencies that elect to use a mark-to-
market method of recording for their securities holdings, financial institutions, insurance companies, tax-exempt
entities, investors liable for alternative minimum tax, holders (either actually or constructively) of 10% or more of
our B shares, persons holding ADSs and/or B shares or convertible debentures as part of a hedging, straddle,
conversion or constructive sale transaction and persons who are resident or ordinarily resident in Sweden. In
addition, investors holding ADSs and/or B shares and/or convertible debentures indirectly through partnerships are
subject to special rules not discussed below. You should consult your own tax advisers about the United States
federal, state, local and foreign tax consequences to you of the ownership and disposition of the ADSs or B
sharesor convertible debentures.

The discussion below applies to you only if you are a beneficial owner of ADSs and/or B shares and/or
convertible debentures not resident in Sweden for purposes of the Income Tax Treaty and you are, for United States
federal income tax purposes, (1) a citizen or resident of the United States, (2) a corporation or any other entity
treated as a corporation that is organized in or under the laws of the United States or its political subdivisions, (3) a
trust if all of the trust’s substantial decisions are subject to the control of one or more United States persons and the
primary supervision of the trust is subject to a United States court or if avalid election isin effect with respect to the
trust to be taxed as a United States person, or (4) an estate the income of which is subject to United States federal
income taxation regardless of its source.

The discussion below assumes that the representations contained in the deposit agreement are true and that
the obligations in the deposit agreement and any related agreement will be complied with in accordance with the
terms. If you hold ADSs, you will betreated as the holder of the underlying B shares represented by those ADSs for
United States federal income tax purposes.

Taxation of ADSs or B shares

Dividends

Subject to the passive foreign investment company rules discussed below, the gross amount of dividends
paid (before reduction for any Swedish withholding taxes) with respect to the ADSs or B shares generally will be
included in your gross income as ordinary income from foreign sources to the extent paid out of our current or
accumulated earnings and profits (as determined for United States federal income tax purposes). Distributions in
excess of earnings and profits will be treated as a non-taxable return of capital to the extent of your adjusted tax
basisin the ADSs or B shares and thereafter as capital gain. The dividends will not be eligible for the dividends
received deduction available to corporations in respect of dividends received from other U.S. corporations. The
amount of any dividend paid in Swedish krona will be the U.S. dollar value of the dividend payment based on the
exchange rate in effect on the date of distribution, whether or not the payment is converted into U.S. dollars at that
time. Your tax basis in the Swedish krona received will equal such U.S. dollar amount. Gain or loss, if any,
recognized on a subsequent sale or conversion of the Swedish kronawill be U.S. source ordinary income or loss.

Subject to certain limitations, you will generally be entitled to receive credit against your United States
federal income tax liability (or a deduction against your United States federal taxable income) with respect to any
Swedish tax withheld in accordance with the Income Tax Treaty and paid over to Sweden. If arefund of the tax
withheld is available to you under the laws of Sweden or under the Income Tax Treaty, the amount of tax withheld
that is refundable will not be eligible for such credit against your United States federal income tax liability (and will
not be eligible for the deduction against your United States federal taxable income). For foreign tax credit limitation
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purposes, the dividend will be income from sources without the United States, and generally will be treated as
“passiveincome” (or, in the case of certain holders, “financial servicesincome”).

Sale or Exchange of ADSsor B shares

Subject to the passive foreign investment company rules discussed below, you generally will recognize
capital gain or loss on the sale or other disposition of the ADSs or B shares equal to the difference between the U.S.
dollar value of the amount realized and your adjusted tax basis (determined in U.S. dollars) in the ADSs or B shares.
Such gain or loss will be capital gain or loss and will generally be treated as arising from U.S. sources for foreign
tax credit limitation purposes.

The amount realized on adisposition of ADSs or B shares generally will be the amount of cash (which, in
the case of payment in anon-U.S. currency, will equal the U.S. dollar value of the payment received determined on
(i) the date of receipt of payment if you are a cash basis taxpayer and (ii) the date of disposition if you are an accrual
basis taxpayer). If the ADSsor B shares are treated as traded on an “ established securities market,” if you are acash
basis taxpayer (or, if you are an accrual basis taxpayer, if you so elect) you will determine the U.S. dollar value of
the amount realized by translating the amount received at the spot rate of exchange on the settlement date of the sale.

You will have atax basisin any foreign currency received equal to the U.S. dollar amount realized. Any
gain or loss you realize on a subsequent conversion of foreign currency will be U.S. source ordinary income or |oss.

Taxation of convertible debentures
Interest Payments

In general, the gross amount of interest paid on convertible debentures will be included in your gross
income as ordinary income from foreign sources. If you use the cash method of accounting for United States federal
income tax purposes and receive a payment of interest in Swedish krona, you will be required to include in income
the U.S. dollar value of the Swedish krona (determined on the date such payment is received) regardless of whether
the payment isin fact converted to U.S. dollars at that time, and such U.S. dollar value will be the U.S. Holder’ s tax
basis in such Swedish krona.

If you use the accrual method of accounting for United States federal income tax purposes, or are otherwise
required to accrue interest prior to receipt, you will be required to include in income the U.S. dollar value of the
amount of interest income (including market discount and reduced by amortizable bond premium to the extent
applicable) that has accrued and is otherwise required to be taken into account with respect to a debenture during an
accrual period. The U.S. dollar value of such accrued income will be determined by translating such income at the
average rate of exchange for the accrual period or, with respect to an accrual period that spans two taxable years, at
the average rate for the partial period within the taxable year. You may elect, however, to translate such accrued
interest income using the rate of exchange on the last day of the accrual period or, with respect to an accrual period
that spans two taxable years, using the rate of exchange on the last day of the taxable year. If the last day of an
accrual period is within five business days of the date of receipt of the accrued interest, you may translate such
interest using the rate of exchange on the date of receipt. The above election will apply to other obligations held by
you and may not be changed without the consent of the U.S. Internal Revenue Service (the “IRS"). You will
recognize exchange gain or loss (which will be treated as ordinary income or loss) with respect to accrued interest
income on the date such income is received. The amount of ordinary income or loss recognized will equal the
difference, if any, between the U.S. dollar value of the Swedish korna received (determined on the date such
payment is received) in respect of such accrual period and the U.S. dollar value of interest income that has accrued
during such accrual period (as determined above).

Amortizable Bond Premium

Generally, if you purchase a debenture for an amount that isin excess of the sum of all amounts payable on
the debenture after its acquisition date (other than payments of stated interest), you will be considered to have
purchased the debenture with amortizable bond premium. Y ou may elect to amortize such premium (or if it results
in a smaller amortizable bond premium attributable to the period of earlier call date, with reference to the amount
payable on earlier call date) using a constant yield method over the remaining term of the debenture and may offset
interest income otherwise required to be included in respect of the debenture with respect to an accrual period by the
bond premium allocable to the accrual period. If the bond premium allocable to the accrual period exceeds the
interest allocable to the accrual period, you may deduct such excess amount to the extent of the amount by which
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your total interest inclusions on the debenture in prior accrual periods exceed the total amount treat by you as a bond
premium deduction on the debenture in prior accrual periods. Any remainder would generally be carried over to
subsequent periods. Any election to amortize bond premium with respect to any debenture (or other general debt
obligations) appliesto all taxable debt obligations held by you at the beginning of the first taxable year to which the

election applies and to all debt obligations thereafter acquired in all subsequent tax years and may not be revoked
without the consent of the IRS.

Market Discount

A debenture will be treated as purchased at a market discount if the amount for which you purchased the
debentureisless than the debenture’ s stated redemption price at maturity, subject to certain “de minimis’ rule.

Any gain recognized on the maturity or disposition of a debenture purchased at market discount will be
treated as ordinary income to the extent that such gain does not exceed the accrued market discount on such
debenture. Alternatively, you may elect to include market discount in income currently over the life of the
debenture. Such election shall apply to all debt instruments with market discount acquired by you on or after the
first day of thefirst year to which the election applies and may not be revoked without the consent of the IRS.

Purchase, Sale Exchange and Retirement

If you purchase a debenture with previously owned Swedish krona, you will recognize ordinary income or
lossin an amount equal to the difference, if any, between your tax basisin the Swedishkrona and the U.S. dollar fair
market value of the Swedish krona used to purchase the detenture, determined on the date of purchase.

Generally, upon the sale, exchange or retirement of a debenture, you will recognize taxable gain or loss
equal to the difference between the amount realized on the sale, exchange or retirement and your adjusted tax basis
in the debenture. Subject to the passive foreign investment company rules discussed below, such gain or loss
generally will be capital gain or loss (except to the extent of any accrued market discount not previously included in
your income) and will be long-term capital gain or loss if at the time of sale, exchange or retirement the debenture
has been held by you for more than one year. To the extent the amount realized represents accrued but unpaid
interest, however, such amounts must be taken into account as interest income. If you receive Swedish krona on
such a sale, exchange or retirement, the amount realized will be based on the U.S. dollar value of the Swedish krona
on the date the payment is received or the debenture is disposed of (or deemed disposed of). Y our adjusted tax basis
in a debenture will equal the cost of such debenture, increased by the amounts of any market discount previously
included in income by you with respect to such debenture and reduced by any amortized acquisition or other
premium and any principal payments received by you (in each case generally determined based on the U.S. dollar
value of Swedish krona on the date of such purchase or adjustment).

Gain or loss realized upon the sale, exchange or retirement of a debenture that is attributable to fluctuations
in currency exchange rates will be ordinary income or loss which will not be treated as interest income or expense.
Gain or loss attributable to fluctuations in exchange rates will equal the difference between the U.S. dollar value of
the Swedish krona principal amount of the debenture, determined on the date such payment is received or such
debenture is disposed of, and the U.S. dollar value of the Swedish korna principal amount, determined on the date
you acquired such debenture. Such foreign currency gain or loss will be recognized only to the extent of the total
gain or lossrealized by you on the sale, exchange or retirement of the debenture.

Conversion

The conversion of convertible debentures will not be a taxable transaction for United States federal income
tax purposes except to the extent of any cash or other consideration received for fractional shares or accrued interest.
Upon conversion, your basisin B shares or ADSs received will equal the basis of the convertible debentures and the
holding period of B shares or ADSs received will include the holding period of the convertible debentures.

Under certain circumstances, adjustment in the conversion ratio or the lack thereof may cause a deemed
distribution to you. Y ou should consult your own tax advisors regarding any such deemed distribution.

Passive Foreign | nvestment Company Status

A non-U.S. corporation is a passive foreign investment company (a“PFIC ") in any taxable year in which,
after taking into account the income and assets of certain subsidiaries, either (i) at least 75 per cent of its gross
income is passive income or (ii) at least 50 per cent of the quarterly average value of its assets is attributable to
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assets that produce or are held to produce passive income. Based on the composition of our assets and income and
our operations, we believe we are not currently a PFIC. However, whether or not we will be considered a PFIC will
depend on the nature and source of our income and the value of our assets, as determined from time to time. If we
are treated as a PFIC, we will not provide information necessary for the “qualified electing fund” election as the

term is defined in the relative provisions of the Code. You should consult your own tax advisors about the
consequences of our classification asa PFIC.

If we were a PFIC, for any taxable year in which you held ADSs or B shares, you would be subject to
special ruleswith respect to:

@ any gain realized on the sale or other disposition of ADSs or B shares; and

(i) any “excess distribution” made to you (generally, any distributions to you in respect of ADSs or B
shares during a single taxable year that are greater than 125 percent of the average annual
distributions received by you in respect of ADSs or B shares during the three preceding taxable
yearsor, if shorter, your holding period for ADSs or B shares).

Under these rules:

@) the gain or excess distribution would be allocated ratably over your holding period for ADSs or B
shares;
(i) the amount allocated to the taxable year in which the gain or excess distribution was realized and

any year before we became a PFIC would be taxable as ordinary income;

(iii) the amount allocated to each prior year, other than the current year and any taxable year prior to
the first taxable year in which we were a PFIC, would be subject to tax at the highest applicable
marginal tax rate in effect for each such year; and

(iv) an interest charge would be imposed to cover the deemed benefit for the deferred payment of the
tax attributable to each year prior to the taxable year.

As an alternative to the special rules described above, holders of “marketable stock” in a PFIC may elect
mark-to-market treatment with respect to their ADSs or B shares. ADSs or B shares will not be considered
marketable stock unless the B shares are regularly traded on a qualified exchange or other market. If the mark-to-
market election is available and you elect mark-to-market treatment you will, in general, include as ordinary income
each year an amount equal to theincrease in value of your ADSs or B shares for that year (measured at the close of
your taxable year) and will generally be allowed a deduction for any decrease in the value of your B shares for the
year, but only to the extent of previously included mark-to-market income.

If you own ADSs or B shares during any year in which we are a PFIC, you are required to make an annual
return on IRS Form 8621 regarding distributions received with respect to B shares and any gain realized on the
disposition of your ADSs or B shares.

Under certain constructive ownership rules, convertible debentures may be treated as B shares for purposes
of applying the PFIC rules. Holders of convertible debentures are strongly urged to consult their own advisorsin
thisregard.

Information reporting and backup withholding

In general, information reporting requirements may apply to dividends paid in respect of ADSs or B shares
or the proceeds received on the sale or exchange of the ADSs or B shares within the United States or by a broker
with certain United States connections. Backup withholding, currently at a rate of 30% for 2002-2003, 29% in
2004-2005, 28% in 2006-2010, and 31% thereafter, may apply to payments to you of dividends or the proceeds of a
sale or other disposition of ADSs or B shares if you fail to provide an accurate taxpayer identification number
(certified on IRS Form W-9) or, upon request, to certify that you are not subject to backup withholding, or otherwise
to comply with the applicable requirements of backup withholding. The amount of any backup withholding from a
payment to you will be allowed as a credit against your United States federal income tax liability and arefund of any
excess amount withheld under the backup withholding rules may be obtained by filing the appropriate claim for
refund with the IRS and furnishing any required information.
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Item 10F: Dividends and Paying Agents
Not applicable.

Item 10G: Statement by Experts
Not applicable.

Item 10H: Documents on Display

We file annual reports and other information with the SEC pursuant to the rules and regulations of the SEC
that apply to foreign private issuers. You may read and copy any of these reports at the SEC’s public reference
facilities at 450 Fifth Street, N.W., Washington D.C. 20549 or obtain them by mail upon payment of prescribed
rates. Please call the SEC at 1-800-SEC-0330 for further information. Copies may also be obtained from the SEC
website at http://www.sec.gov. Information about Ericsson is also available on the web at http://www.ericsson.com.
Information included in our website does not form part of this document.

Item 101: Subsidiary Information

Not applicable.
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
Treasury and Financial Risk Management

Our board of directors has approved a financial policy regulating the management of financial risks. The
Finance Committee of our board is responsible for the continuous monitoring of our financial risk exposure and for
approving certain matters regarding investments, loans, guarantees and customer financing commitments. Internally,
the Corporate Treasury and Corporate Customer Finance functions manage financial risks and the group’s financial
assets and liabilities to ensure that the group has sufficient financing in place through loans and committed credit
arrangements and issue policies in this regard to consolidated companies. We have established treasury centersin
Stockholm, Dublin, Singapore and Dallas (collectively known as Ericsson Treasury Services) for cash management
and handling of hedging activities.

The Treasury organization’s principal role is to manage and control financial exposures in a manner
consistent with underlying business risks. The mgjor part of the risks assumed by Ericsson Treasury Services is
hedged in financial markets, but Ericsson Treasury Services may also take positions in the financial market within
the framework of the policy established by the board of directors. The risk mandate, which amounts to SEK 200
million, is based on a five percent change in each open foreign exchange position and a one percentage point in
interest rates and complemented by aValue at Risk calculation.

Financial I nstruments

Our use of financial instruments stems from a need to hedge financial exposures arising from business
operations, finance business operations and manage liquidity. The primary types of external derivative instruments
we use are currency swaps and interest rate swaps. The use of other derivatives is relatively small. Derivatives are
generally used to reduce earnings volatility and to protect earnings from fluctuations in the financial markets.

Primary instruments:
Interest-bearing assets and liabilities;
Non-interest-bearing current receivables and liabilitiesin foreign currencies,
Investment in sharesin foreign currenciesin subsidiaries and associated companies; and
Other investmentsin foreign currencies.
Derivative instruments:
Currency swaps;
Interest-rate swaps;

Other instruments, used on occasion, are foreign exchange forward contracts, currency options,
forward rate agreements (FRA), interest rate options, interest rate futures, cross currency interest rate
swaps.

We classify financial risks as either market risk, credit risk, country risk or funding and liquidity risks.
Market risk

Market risk is divided into three categories: foreign exchange risk, interest rate risk and risk related to our
share price.

Foreign exchange risk management

We report in Swedish kronor and currently conduct business in more than 140 countries. Foreign currency
denominated assets, liabilities, sales and purchases, together with a large cost base in Sweden, result in substantial
foreign exchange exposures.

Foreign exchange risks are classified as either economic exposure, transaction exposure or translation
exposure.
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We have significant sales, assets and debt in currencies other than Swedish kronor. A high percentage of
our sales are export sales from Sweden, with invoicing partly in Swedish kronor but mainly in other currencies. Our
earnings may be affected by movements in the exchange rate between Swedish kronor and foreign currencies. It is
our policy to substantially reduce our exposure to currency risks through avariety of hedging activities.

Economic exposure

We are dependent on the development of exchange rates in Swedish kronor and on economic conditionsin
Sweden. As of December 31, 2001, approximately 44 percent of all employees and 74 percent of total own
production employees were located in Sweden, while Sweden accounted for only three percent of total salesin 2001.
With this substantial SEK denominated cost base, a gradually weaker SEK exchange rate during 2001 had a positive

impact on us, compared to our competitors with costs denominated in EUR or USD. Normally, we do not hedge
€conomic exposure.

Transaction exposure

An analysis of net transaction exposures for 2001 by currency, excluding the Phones operations transferred
to Sony Ericsson, shows net revenue exposures in U.S. Dollars (USD), Euros (EUR), Chinese Renminbi (CNY),
Japanese Yen (JPY) and British pounds sterling (GBP). A +/-10 percent change in exchange rates between Swedish
kronor and the currencies with the largest net exposures would have had the following effects (in SEK billions) on
income before taxes in 2001 before any hedging effects are considered: USD +/-1.9, EUR +/-1.2, CNY +/-1.0, GBP
+/-0.4, JPY +/-0.8. Both committed and forecasted transaction exposures are hedged to safeguard business margins.
The effective hedging period is approximately 9-12 months.

As of December 31, 2001, anticipated net transaction exposures inUSD, JPY, GBP and EUR were hedged
for the next 9-12 months, giving ustimeto react to changesin foreign currencies by changing prices or renegotiating
contracts with customers and vendors. Unrealized currency forwards carried a negative market value of SEK 2
billion. Due to a weaker SEK exchange rate during 2001, an unhedged position would have increased earnings by
approximately SEK 2 billion, calculated by comparing the average hedged rates on our hedge contract portfolio as
of January 1, 2001, with the actual average spot rates during 2001.

The table below sets forth the net risk in currency derivatives:
Net risk in currency derivatives

Typeof Instrument Asof December 31, 2000 Asof December 31, 2001 Asof March 31, 2002
(in SEK hillions)
3.96

Internal Currency Forward Contracts........... 4.96 3.45
Net Risk in External Currency Derivatives .. 2.70 2.94 2.55

In the table above, net risk in currency derivatives is expressed as the effect of a five percent change in
exchange rates between Swedish kronor and all other currencies. The table reflects both the risk in the internal net
forwards positions handled by our internal bank, as well as the total external net risk in currency derivatives.
Offsetting items in the balance sheet, future commitments and forecasted flows are not included. Our only entity
allowed to have speculative positions is our internal bank which has a total foreign exchange and interest rate risk
limit of SEK 200 million. As of December 31, 2001 and March 31, 2002, the speculative position amounted to SEK
151 million and SEK 68 million respectively.

Translation exposure

We have many subsidiaries operating outside Sweden. These foreign investments are exposed to exchange
rate fluctuations. Translation exposure in foreign subsidiaries is hedged according to the following policy
established by our board of directors:

Monetary net in companies translated using the temporal method (translation effects in investments
affecting the income statement) is hedged to 100 percent.

Equity in companies translated using the current method (translation effects reported directly in
stockholders’ equity in the balance sheet) is hedged up to 20 percent in the selected companies. The

translation differences reported in equity during 2001 were positive SEK 2.1 billion, mainly due to a
weaker Swedish krona.
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Interest rate risk management

We are exposed to interest rate risks through market value fluctuations of certain balance sheet items and
changes in interest expenses and revenues. Interest rate risks are managed centrally by Ericsson Treasury Services.
We hedge our net interest rate exposure by using derivative instruments, such as forward rate agreements, interest
rate swaps and futures. The established policy isto create anet position where all interest rates are floating.

The table below sets forth the net risk in interest rate derivatives:

Netrisk ininterest derivatives

Asof December 31,2000 Asof December 31, 2001 Asof March 31, 2002
(in SEK millions)

Typeof Instrument

Forward Rate Agreements and Interest Rate Forwards .. 96.8 354.1 17.5
Interest RAte SWaps.........cocvvvveieinieree e 159.1 1,381.2 1,251.1
Interest Rate FULUIES .........ooooiviieiiiiic i 48.9 22.1 11.5
NEERISK .. 304.7 17258 12224

In the table above, net risk in external interest rate derivatives is expressed as the effect of a change of one
percentage point in interest rates. The table describes the net risk in external derivatives only, hence offsetting items
in the balance sheet, future commitments and forecasted flows are not included. Our only entity allowed to have
speculative positionsis our internal bank, which has atotal foreign exchange and interest rate risk limit of SEK 200
million. The calculation takes netting effects into account; the total net risk istherefore not the sum of the individual
amounts. As of December 31, 2001, and March 31, 2002, the speculative position amounted to SEK 151 million
and SEK 68 million respectively.

During 2001, obligations due under interest bearing liabilities were primarily funded by the proceeds of
short-term interest bearing assets.

Interest bearing financial assetsand liabilities
Asof December 31,

Assets- SEK 88.9 hillion 2001

LONG-TEIMN ..t e e s e e e e 12.7%
SHOM-TEMN .t sbe e s e e ear e e sareeannee s 87.3%
TOMAL ettt e e e e erar e e e e earaeas 100.0%

Asof December 31,

Liabilities - SEK 89.9 hillion 2001

LONG-TOIMN.cc it 64.2%
SNOM=-TEMMN ... e e e e s e e e e bee e e e eeaaaeaeeas 24.6%
PENSIONS. ......veiieeeie ettt ete ettt ettt e et e st e ete e eteeeteeeeenteeraeenaeares 11.2%
TOMAl oottt e e aaa e 100.0%

As of December 31, 2001, 95.8 percent of our interest-bearing liabilities, and all of our interest-bearing
assets, have floating interest rates. As of March 31, 2002, the corresponding percentages were 95.5 percent and 100
percent, respectively.

Risk Related to our Share Price

We are exposed to risks relating to fluctuations in our own share price through stock option and stock
purchase plans for employees. The obligation to deliver shares under these plansis covered by holding B shares and
warrants for issuance of new B shares. An increase in the share price will result in social security charges, which
represents a risk to both our income statement and cash flow. For some of the option programs, the income
statement exposure is hedged through the purchase of call options. The cash flow exposure is fully hedged through
the holding of B shares and through the purchase of call options on B shares.
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Credit risk

Credit risk is divided into three categories. customer financing risk, financial credit risk and operational
credit risk.

Customer financing risk management

Our credit approval process requires that the Finance Committee of the board of directors approve all
commitmentsin excess of USD 25 million to extend financing support to customers.

We work actively with our customers to structure financing of new projects. In most cases our role is to
bridge the short-term funding gap until medium and long-term external financing can be put in place. The loans or
guarantees are typically replaced by alternative arrangements without our involvement within one or two years.
Prior to extending direct or indirect financial support to a customer, we conduct an independent and thorough risk
assessment and credit approval process. We assess both political and commercial risk based on models which we
use to monitor a customer’ s risk profile during the course of the relationship.

Our objective is to find suitable third-party financing solutions and to minimize recourse to us. Our
Corporate Customer Financing function operates in all market areas to support the business in the early stages of
negotiations. To the extent customer loans are not immediately transferred to banks, the consolidated company,
Ericsson Credit AB, manages the bulk of remaining outstanding vendor loan exposures. Any recourse to us for
credit risk relating to third party financing is reported as contingent liabilities. The exposure from outstanding
vendor loans and credit commitments are managed centrally by the Corporate Customer Financing function.

Due to new Swedish accounting principles effective as of January 1, 2002, the associated finance
companies are now consolidated as subsidiaries and the historical consolidated accounts have been restated, and
previous off-balance sheet exposure of SEK 5.1 billion is consolidated in our balance sheet, and contingent
liabilities reduced correspondingly.

As of December 31, 2001, total gross outstanding exposures amounted to SEK 26.8 billion, of which SEK
14.0 billion were on-balance sheet, while the remainder were contingent liability off-balance sheet items. 41 percent
of the total outstanding credits relate to loans originated by third party lenders. This reflects the efforts made to
reduce on bal ance sheet credits and improve cash flow.

The level of our total credit risk relating to our customer financing arrangements increased during 2001.
However, we are continuing to transfer risk to the financial markets. In December 2001, we placed a portfolio of
vendor credits valued at SEK 16.1 billion in the financial markets. As of March 31, 2002, the remaining
commitment amount available under these facility arrangements was SEK 7.4 billion., which will be funded upon
utilization by the customer. Since a part of these portfolio commitments by third parties also includes further
transfer of risk, the portfolio both improves our risk profile and reduces future cash outflow.

In the year ended December 31, 2001, we wrote off customer loans of SEK 768 million. No losses were
made in years 1999 and 2000. Some credits have been restructured following default. We make risk provisions for
all outstanding on and off balance sheet credits. The level of provision is determined for each credit based on an
assessment of the risk exposure, reflecting political as well as commercial considerations. These provisions for all
credits and financial guarantees are reviewed on a quarterly basis. See “—Ciritical Accounting Policies—Valuation
of Receivables and Exposures Related to Customer Financing”. We expect that the necessary funding for our
customer financing commitments will be financed mainly through cash flow from operations as well as through the
placement of portfolios of customer creditsin the financial markets.

Financial credit risk management

Financial instruments carry an element of risk in that counterparties may be unable to fulfill their
obligations.

Ericsson Treasury Services limits these risks by investing excess liquidity primarily in government paper,

aswell as commercial paper and corporate bonds, with short-term ratings of at least A2/P2 and long-term ratings of
at least A. No credit losses were incurred during 2001.
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External Investments Through Ericsson Treasury Services

Asof December 31,

1999 2000 2001
(in SEK hillions)

Security

Treasury BillS ......ooiiiiiee e 7.0 13.2 19.3
Cash, Bank Deposits 57 5.6 11.7
CommErCial Paper ........ccoeieiiiiiesie et 21 19 111
Floating RAE NOES ......cuveuieieieiicrie e 0.0 11 19
Mortgage CP 0.0 05 0.0
COrporate BONGS.......ccoveeiiieiiiee et 0.8 03 10
Treasury BONGS .........oooiiiiiiiiiiei e 21 0.2 29
MOMQagE BONGS.......c.cveveiveietecieecte ettt 0.1 0.2 0.2
Total 17.8 23.0 48.1

Ericsson Treasury Services exposure in derivative instruments is, for operational purposes, valued at

market daily and expressed as a liability to, or receivable from, each counterparty. Netting contracts (SDA
agreements) arein force for all counterparties, substantially reducing the risk.

Operational credit risk management

2001 was characterized by successful efforts to reduce outstanding accounts receivable in order to
minimize credit risk and reduce working capital. Action has been taken to further improve the management and
collection process of receivables.

Country risk

Country risk measures Swedish companies' risk in relation to all foreign receivables and guarantees, equity
investments in foreign subsidiaries and associated companies plus retained earnings and lending from the internal
bank by foreign subsidiaries. The country risk measures risk on a gross basis and cannot be compared with
consolidated balance sheet items.

Total risk by geographical area

Asof December 31, Asof December 31, Asof December 31, Asof March 31,

1999 2000 2001 2002
SEK 120 billion SEK 153 billion SEK 139 billion SEK 125 billion

Geographical Area

Europe, Middle East & Africa..........cceeunee. 52 51 45 43
North America 17 18 18 17
Latin America 18 18 22 27
AsiaPacific.......... 13 13 15 13
TOtal coveeieccee e 100% 100% 100% 100%

Funding and Liquidity risk

We maintain sufficient liquidity through cash management, investments in highly liquid fixed income
securities, and by having sufficient committed and uncommitted credit lines in place for potential funding needs.

We define liquidity as cash and short-term investments up to 12 months. During 2001 liquidity increased
by SEK 33.2 billion to SEK 68.9 billion and net liquidity, after deduction of short-term interest bearing financial
liabilities, increased by SEK 29.2 billion to SEK 43.2 billion. Liquidity and net liquidity decreased in the quarter
ended March 31, 2002 by SEK 13.0 billion and SEK 6.5 billion respectively and ended up at SEK 55.9 billion and
SEK 36.7 billion respectively. During 2001 funding programs and long-term committed credit facilities were
significantly increased; the Euro Medium Term Note program by USD 2.5 billion, the U.S. commercia paper
program by USD 500 million and the Euro commercial paper program by USD 800 million. Euro Medium Term
Note program and commercial paper programs are facilities issuing securities in the debt capital and money markets
subject to market conditions and do not represent committed credit facilities. Long-term committed credit facilities
were increased by USD 600 million in 2001. During the quarter ended March 31, 2002, there was no change made
to the funding programs or the long-term committed credit facilities. In June 2002, we amended our USD 600
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million long-term credit facility to eliminate certain financial covenants linked to our credit rating and to include
certain other financial covenants.

Funding programsand long-term committed credit facilitiesavailable and utilized

Asof December 31, 2001

Programs/Facility Amount Utilized Available
(SEK million)
Euro Medium Term Note program (USD 5,000m)...................... 53,141 46,139 7,002
US Commercial Paper program (USD 1,000m)'.......... 10,628 0 10,628
Euro Commercia Paper program (USD 1,500m)™ 15,942 0 15,942
Swedish Commercial Paper program (SEK 5,000m)™“ ............... 5,000 0 5,000
Long-term Committed Credit Facilities (USD 1,600m)® ............ 17,005 0 17,005
Tota year-end 2001.........cooouiiiiiieiiieiee e 101,716 46,139 55,577
Tota year-end 2000.........cccoueeriiieiiieriie e 49,646 23,630 26,016
Asof March 31, 2002
Programs/Facility Amount Utilized Available
(SEK million)
Euro Medium Term Note program (USD 5,000m)...........cc.cce..... 51,801 42,692 9,109
US Commercial Paper program (USD 1,000m) “...........ccoevnee. 10,360 311 10,049
Euro Commercial Paper program (USD 1,500m)®.................... 15,540 0 15,540
Swedish Commercial Paper program (SEK 5,000m) “................ 5,000 0 5,000
Long-Term Committed Credit Facilities (USD 1,600m) ‘. 16,576 0 16,576
Total March 31,2002 ........vvvoeoeeeeeeeeeeeeeeeee oo 99,277 43,003 56,274

(1) Available amountsreflect term of facilities. Our accessto commercial paper markets may be effectively limited due to rating levels and market conditions.
(2) USD 600 million (SEK 6 billion) of long-term committed credit facilities and two issuances of notes of EUR 2 billion and GBP 226 million (SEK 21.7 billion)
issued under our Euro Medium Term Note program are subject to conditions linked to our credit rating.

Our objective is to have a payment readiness of between 7 percent and 10 percent of sales to adapt to
changes in liquidity requirements. Payment readiness is an internal measure defined as cash and short-term
investments less short-term borrowings plus long-term unused credit facilities. During periods of increased
uncertainty, the payment readiness target may be significantly higher. As of December 31, 2001, payment readiness
increased to 28 percent of net sales from 11 percent at year-end 2000. The increase was a primarily due to issuance
of long-term debt and by increasing long-term committed credit facilities during the year, but lower net sales had
also a positive effect on payment readiness. Bond issues and bank loans increased |ong-term borrowings during the
year by SEK 26.7 billion. Payment readiness, as of March 31, 2002, was 36 percent of annualized net sales,
primarily reflecting lower net sales. Because payment readiness includesundrawn committed facilities, our failure to
meet borrowing conditions under any such facility will reduce payment readiness.

To support the long-term payment readiness objective, our policy stipulates that the greater part of
borrowings should be long-term or covered by long-term credit facilities.

During 2001 Moody’s and Standard & Poor’s lowered their long-term ratings from Al/A+ to Baal/BBB+,
and their short-term ratings from P-1/A-1 to P-2/A-2. The outlook remained negative with both agencies. In
February 2002, Moody’s lowered our long-term rating to from Baal to Baa2. The negative outlook remained
unchanged. In April, 2002, both agencies placed us on their respective watchlists, indicating the possibility of
further downgrades. In May 2002, Standard & Poor’s lowered our corporate credit rating from BBB+ to BBB and
our short-term credit rating from A-2 to A-3. The negative outlook remained unchanged. In June 2002, Moody’s
further lowered our long-term rating from Baa2 to Baa3 and our short-term rating from P-2 to P-3. We remain on

Moody’ s watchlist, indicating the possibility of further downgrades. Our ratings as of the date of this report are set
forth below:

Ratings
Rating Agency Long-Term Short-Term
MOOTY” S.... vttt ettt Baa3 P-3
SEANAAIT & POO S ... et BBB A-3
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A securitiesrating is not arecommendation to buy, sell or hold securities. Ratings may be subject to

revision or withdrawal at any time by the assigning rating organization. Each rating should be evaluated
independently of any other rating.

ITEM 12. DESCRIPTION OF SECURITIESOTHER THAN EQUITY SECURITIES
Not applicable.
PART 11
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

None.

ITEM 14. MATERIAL MODIFICATIONSTO THE RIGHTS OF SECURITY HOLDERS AND USE OF
PROCEEDS

None.

ITEM 15: RESERVED

ITEM 16: RESERVED



PART 111

ITEM 17. FINANCIAL STATEMENTS

The following financial statements are filed as part of this Annual Report on Form 20-F:

Report of INdependent ACCOUNTANES..........ccviceireccerere et a s s st s
Consolidated Income Statements for the three years ended December 31, 1999, 2000 and 2001............
Consolidated Balance Sheets as of December 31, 1999, 2000 and 2001...........cccouueureeeereereneereneereneeresereeens
Consolidated Statements of Cash Flows for the three years ended December 31, 1999, 2000 and

Unconsolidated Income Statements of Parent for the three years ended December 31, 1999, 2000
T 12001 O
Unconsolidated Balance Sheets of Parent as of December 31, 2000 and 2001............ccocererererererenseeenenens
Unconsolidated Statements of Cash Flows of Parent for the three years ended December 31, 1999,
2000 AN 2001 ......cereeeeeeeeereeeereeseseseseseseesessesesesseseessssessseessssessssessssesessesessessssesesssssesssassssassssssesnsesnsassnsssnssssnssssnesas
Notesto the FiNanCial SLALEMENLS ..o

ITEM 18. FINANCIAL STATEMENTS

We have responded to “Item 17: Financial Statements” in lieu of responding to this Item.

ITEM 19. EXHIBITS

Exhibit

Number Description of Exhibit

1 Translation of the Articles of Association.*

4.1 Core DCP Master Purchase Agreement, dated as of August
28, 2001, entered into by and between Telefonaktiebolaget
Ericsson and Sony Ericsson Mobile Communications AB.*

42 DNTC Master Purchase Agreement, dated as of August 28,
2001, entered into by and between Sony Corporation and
Sony Ericsson Mobile Communications AB.*

6 Calculation of Earnings per share:
Please see Item 17, Accounting principles and notes to the
financial statements.

8 List of the Company’s subsidiaries.
Please see Item 17, note 9.

10.1 Consent of PricewaterhouseCoopers AB, Stockholm,

Sweden, authorized public accountants.

* Previously filed
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockhol ders of
Telefonaktiebolaget LM Ericsson (publ)

In our opinion, the accompanying consolidated and parent company balance sheets and the related
consolidated and parent company income statements and statements of cash flows present fairly, in all material
respects, the financial position of Telefonaktiebolaget LM Ericsson (publ) and its subsidiaries at December 31,
1999, 2000 and 2001 and the results of their operations and their changes in cash flows for each of the three yearsin
the period ended December 31, 2001, in conformity with accounting principles generally accepted in Sweden. These
financial statements are the responsibility of the Company’s management; our responsibility isto express an opinion
on these financial statements based on our audits.

We conducted our audits of these statements in accordance with auditing standards generally accepted in
Sweden and the United States of America which require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overal financial statement
presentation. We believe that our audits provide areasonable basis for the opinion expressed above.

As discussed in the Accounting Principles note to the financial statements, the Company retroactively
adopted RR01.:00, “Consolidated Financial Statements”.

Accounting principles generally accepted in Sweden vary in certain important respects from accounting
principles generally accepted in the United States of America. The application of the latter would have affected the
determination of consolidated net income (loss) expressed in Swedish Kronor for each of the three years in the
period ended December 31, 2001 and the determination of consolidated stockholders' equity and consolidated

financial position also expressed in Swedish Kronor at December 31, 1999, 2000 and 2001 to the extent summarized
in Note 24 to the consolidated financial statements.

PricewaterhouseCoopers AB

Stockholm, Sweden
May 12, 2002
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CONSOLIDATED INCOME STATEMENTS

(in SEK millions except per share data)
Year ended December 31,

Notes 1999 2000 2001
Net sales 1 215,403 273,569 231,839
Cost of sales (125,881) (180,392) (173,900)
Grossmargin 89,522 93,177 57,939
Research and devel opment and other technical expenses (33,123) (41,921) (46,640)
Selling expenses (31,473) (35,197) (32,352
Administrative expenses (10,078) (13,311 (14,010)
Other operating revenues 2 2,531 27,983 8,398
Sharein earnings of joint ventures and associated companies 8 90 97 (715)
Operatingincome* 17,469 30,828 (27,380)
Financial income 3 2,605 3,698 4,815
Financial expenses 3 (3,162) (4,887) (6,589)
Income after financial items 16,912 29,639 (29,154)
Minority interest in income before taxes (526) (947) (1,155)
Income befor e taxes* 16,386 28,692 (30,309)
Taxes
Income taxesfor the year 4 (4,358) (7,998) 8,813
Minority interest in taxes 102 324 232
Net income 12,130 21,018 (21,264)
Earnings per share, basic, SEK 5 1.55 2.67 (2.69)
Earnings per share, diluted, SEK 5 154 2.65 (2.69)
*Of which items affecting compar ability
Non-operational capital gaing/losses, net (328) 5,933 347
Capital gain, Juniper - 15,383 5,453
Pension refund - 1,100 -
Restructuring costs - (8,000) (15,000)
Total (328) 14,416 (9,200)
Adjusted operating income 17,797 16,412 (18,180)
Adjusted income before taxes 16,714 14,276 (21,109
Capital gaing/losses, net of minority, included in income before
taxes 1,843 25,229 5,979
Operationa gaing/losses 2,171 19,296 5,632
Non-operational gains/losses (328) 5,933 347
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CONSOLIDATED BALANCE SHEETS
(in SEK millions)

Assets
Fixed assets
INtANGIDIE BSSELS.....co i
TaANGIDIEASSELS ...t
Financial assets:
Equity in joint ventures and associated companies.....
Other iNVeSIMENtS.........covvireenieiieeceee e
Long-term customer financing...

Current assets
L1177 100 =TSR
Receivables:
Accounts receivable —trade..........ccceeiiiiiiei i
Short-term customer financing....
Other receivables.......................
Short-term cash investments.
Cash anA DANK........cueiie e

Stockholders' eguity, provisionsand liabilities
Stockholders' equity
CAPItAl SIOCK ....eveeniieie st
Reserves not available for distribution............cccocevviiiiiiiiics
RESITICLEA EOUILY.....eoieeeeiiie ettt
Retained earnings
NELINCOIME ...ttt
NON-FESLTICLE EQUILY ..o vveeeiie ettt

Minority interest in consolidated subsidiaries..........cccocvvvveeeeieeeeeeeeecccinnes
PrOVISIONS....ooiiieii et e e e e e e a e
Long-term liabilities

Notes and bond 108NS..........ccooiiiiei e
Convertible debentures
Liabilitiestofinancial institutions....
Other long-term liabilities. .........ooiiiiiiee e

Current liabilities
Current maturities of [ong-term debt ...........ccocveveiiiiinnieee e
Current ligbilitiesto financial institutions...

Accounts payabl @ —trade..........ooeiiiiieiiie et
Incometax liabilities.........
Other current liabilities

Total stockholders’ equity, provisionsand liabilities®..............ccccocoeeveeennee.
* Of which interest-bearing provisions and liabilities 89,879 (2000 — SEK
59,427, 1999 — SEK 52,901), current portion 25,690 (2000 — SEK 21,704, 199¢
= SEK 14,107 .ottt
Assets pledged as collateral ..
Contingent liabilities.......co.viiiie e
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Asof December 31,

Notes 1999 2000 2001
6 10,548 12,833 13,066
7,23,25 24,974 23,104 16,641
8
1,219 1,282 3,135
1,824 2,557 3,101
10,561 13,583 7,933
5,859 6,767 16,571
54,985 60,126 60,447
10 25,701 43,933 24,910
11 65,862 77,209 57,236
4,640 4,541 6,833
13 30,255 41,702 39,171
13,854 18,902 36,046
16,115 16,869 32,878
156,427 203,156 197,074
211,412 263,282 257,521
14
4,893 7,910 8,066
32,618 32,600 29,593
37,511 40,510 37,659
19,535 30,158 52,192
12,130 21,018 (21,264)
31,665 51,176 30,928
69,176 91,686 68,587
2,316 2,901 3,653
16 21,898 26,740 32,935
17,20
17,486 15,884 41,656
5453 4,347 4,437
6,966 7,957 7,906
833 744 887
30,738 28,932 54,886
1491 3,188 3,622
18 12,616 18,516 22,068
6,704 6,847 4,803
21,481 30,200 19,511
2,417 5,080 1,856
19 42575 49,192 45,600
87,284 113,023 97,460
211,412 263,282 257,521
20 6,895 9,860 10,857
21 7,140 7,614 12,299



CONSOLIDATED STATEMENTS OF CASH FLOWS
(in SEK millions)

Y ear ended December 31,

Notes 1999 2000 2001
Operations 22
Net income 12,130 21,018 (21,264)
Adjustmentsto reconcile net incometo cash
Minority interest in net income 404 629 943
Undistributed earnings of associated companies 49 (55) 781
Depreciation and amortization 7,415 11,020 7,828
Capital gains on sale of fixed assets (1,399) (25,278) (6,126)
Taxes (884) 1,873 (16,983)
Changesin operating net assets
Inventories 714 (18,305) 20,103
Customer financing, short-term and long-term (1,060) (2,752) 3,903
Accountsreceivable - trade (10,214) (10,404) 19,653
Other operating assets, provisions and liabilities, net 2,993 8,135 (7,420)
Cash flow from operating activities 10,148 (14,119 1,418
Investments
Investments in tangible assets (9,227) (12,643) (8,726)
Sales of tangible assets 22 709 6,415 10,155
Acquisitions/sales of other investments, net 22 (4,768) 22,643 5,393
Net change in capital contributed by minority 136 13 (83)
Other (2,383) (1,959) (1,488)
Cash flow from investing activities (15,533) 14,469 5,251
Cash flow befor efinancing activities (5,385) 350 6,669
Financing 22
Changesin current liabilities to financial institutions, net 4,231 4,929 3,343
Issue of convertible debentures 58 1,048 -
Proceeds from issuance of other long-term debt 21,122 5,206 35,169
Repayment of long-term debt (4,129) (3,622 (8,470)
Stock issue - - 155
Gain on sale of own stock options and convertible debentures - 2,018 -
Repurchase of own stock - (386) (156)
Dividends paid (4,010) (4,279) (4,295)
Cash flow from financing activities 17,272 5,014 25,746
Effect of exchange rate changes on cash (336) 438 738
Net changein cash 11,551 5,802 33,153
Cash and cash equivalents, beginning of period 18,418 29,969 35,771
Cash and cash equivalents, end of period 29,969 35,771 68,924
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PARENT COMPANY INCOME STATEMENTS
(in SEK millions)

Y ear ended December 31,

Notes 1999 2000 2001
Net sales 1 15,375 1,195 1374
Cost of sales (10,944) (1,669) (1,547)
Grossmargin 4,431 (474) 173)
Research and devel opment and other technical expenses (5,386) (166) (70)
Sdlling expenses (4,116) (1,581) (3,446)
Administrative expenses (2,580) (1,2142) (1,386)
Other operating revenues 2 3,155 3,061 3,066
Operatingincome (4,496) (302 (2,009)
Financial income 3 9,915 12,352 19,224
Financial expenses 3 (2,202) (3,090) (23,645)
Income after financial items 3,217 8,960 (6,430)
Appropriationsto (-)/transfers from untaxed reserves
Changes in depreciation in excess of plan 15 371 74 4
Changes in other untaxed reserves 15 (2,691) 70 1,172
(2,320) 144 1,176
Contributions from subsidiaries, net 5,292 700 115
Income befor e taxes 6,189 9,804 (5,139)
Income taxesfor the year 4 (623) (671) (219)
Deferred income taxes 4 - (113 612
Net income 5,566 9,020 (4,746)
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PARENT COMPANY BALANCE SHEETS

(in SEK millions)

Assts
Fixed assets
Intangible assets
Tangible assets
Financial assets:
Investments:
Subsidiaries
Joint ventures and associated companies
Other investments
Receivables from subsidiaries
Long-term customer financing
Other long-term financial assets
Current assets
Inventories
Receivables:

Accounts receivable — trade
Short-term customer financing
Receivables from subsidiaries
Other receivables

Short-term cash investments

Cash and bank

Total assets
Assets pledged as collateral

Asof December 31,
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Notes 2000 2001
6 33 111
7,25 96 61
8,9 35,353 44,483
8,9 1,008 3,725
8 84 54
12 22,682 29,673
8 6,320 1,894
8 1,918 2,919
67,494 82,920
10 3 2
11 102 805
629 2,197
12 35,757 54,495
13 10,117 10,237
17,361 36,399
8,501 12,616
72,470 116,751
139,964 199,671
20 322 1,493



PARENT COMPANY BALANCE SHEETS
(in SEK millions)

Stockholders' equity, provisionsand liabilities
Stockholders equity

Capital stock

Share premium reserve

Revaluation reserve

Statutory reserve

Restricted equity

Retained earnings
Net income
Non-restricted equity

Untaxed reserves
Provisions

Long-term liabilities

Notes and bond loans
Convertible debentures
Liabilitiesto financial institutions
Liabilitiesto subsidiaries

Other long-term liabilities

Current liabilities

Current maturities of long-term debt
Current liabilitiesto financial institutions
Advances from customers

Accounts payable- trade

Liabilitiesto subsidiaries

Income tax liability

Other current liabilities

Total stockholders’ equity, provisionsand liabilities
Contingent liabilities

Asof December 31,
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Notes 2000 2001

14

7,910 8,066

3,685 3,694

20 20

6,741 6,741

18,356 18,521

13,125 18,035

9,020 (4,746)

22,145 13,289

40,501 31,810

15 5,262 4,086

16 2,833 5,055

17 15,884 41,656

17 4,346 4,437

17 322 272

12,17 13,345 45,574

17 37 128

33,934 92,067

2,713 3,344

18 4,756 318

34 17

527 807

12 45,360 57,376

265 -

19 3,779 4,791

57,434 66,653

139,964 199,671

21 13,406 23,597



PARENT COMPANY STATEMENTS OF CASH FLOWS
(in SEK millions)

Y ear ended December 31,

Notes 1999 2000 2001
Operations
Net income 22 5,566 9,020 (4,746)
Adjustmentsto reconcile net incometo cash
Depreciation and amortization 322 56 56
Write-downs and capital gains (-)/losses on sale of fixed assets 41 (2,268) 18,983
Appropriations to/transfers from (-) untaxed reserves 2,320 (144) (1,276)
Unsettled contributions from (-)/to subsidiaries (5,200) (190) 38
Unsettled dividends (3,904) (3,800) (3,700)
Deferred taxes - 113 (612
Changesin operating net assets
Inventories 655 2 1
Customer financing, short-term and long-term (6,188) (514) 2,858
Accounts receivable - trade (450) (708) (1,373)
Other operating assets, provisions and liabilities, net 2,047 3,960 12,015
Cash flow from operating activities (4,791) 5527 22,344
Investments
Investments in tangible assets (368) (91) (20)
Sales of tangible assets 1,810 331 23
Acquisitions/sales of other investments, net 22 (5,185) (3,174) (9,296)
Lending, net (4,397) (24,086) (14,037)
Other (1,705) 1,705 (1,343
Cash flow from investing activities (9,845) (25,315) (24,573)
Cash flow beforefinancing activities (14,636) (29,788) (2,229)
Financing
Changesin current lighilities to financial institutions, net 890 3,797 (4,400)
Changesin current ligbilities to subsidiaries 11,120 29,628 8,980
Proceeds from issuance of other long-term debt 13,323 - 28,244
Repayment of long-term debt (556) (55) (3582
Stock issue - - 155
Repurchase of own stock - (386) (156)
Dividends paid (3,904) (3,918) (3,953)
Other 456 (506) 94
Cash flow from financing activities 21,329 28,560 25,382
Net changein cash 6,693 8,772 23,153
Cash and cash eguivalents, beginning of period 10,397 17,090 25,862
Cash and cash equivalents, end of period 17,090 25,862 49,015
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NOTESTO THE FINANCIAL STATEMENTS
Accounting Principles

The consolidated financial statements of Telefonaktiebolaget LM Ericsson and its subsidiaries (“the
Company”) are prepared in accordance with accounting principles generally accepted in Sweden, thereby applying
the Swedish Financial Accounting Standards Council’s (RR) recommendations. These accounting principles differ
in certain respects from generally accepted accounting principles in the United States (U.S. GAAP). For a
description of major differences as applicable to the Company’ s financial statements, see Note 24.

Parent Company

The financial statements of the parent company are also prepared in accordance with accounting principles
generally accepted in Sweden. Investments in subsidiary and associated companies are accounted for on a cost
basis. Parent company income includes dividends received from subsidiaries and other inter-company revenues and
costs, which are eliminated in the consolidated accounts.

Restatement of financial statements

In its consolidated financial statements as of and for the period ended March 31, 2002, Ericsson
consolidated certain finance companies previously accounted for under the equity method. The consolidated
financial statements for 1999, 2000 and 2001 have been restated to consolidate these entities. The entities were
consolidated because of the initial application in 2002 of RR 01:00, the new Swedish Accounting Standard for
Consolidated Financial Statements. In accordance with RR 01:00, these companies have to be consolidated by the
Company since it retains the majority of the residual or ownership risks of the entity. The entities were not
previously consolidated by the Company since Ericsson does not own a mgjority of the voting power or control the
companies through an agreement with the other shareholders, requirements for consolidation in the Accounting
Standard RR 1:96, followed by Ericsson to 2001. The Parent Company financial statements have not been restated
to reflect the changed classification of these entities to subsidiaries.

The adoption of RR 01:00 has not resulted in any change to net income (loss) or stockholders' equity for
any of the three years in the period ended December 31, 2001. The restatement of the balance sheet resulted in an
increase in consolidated total assets (primarily short-term and long-term customer financing) and an increase in
consolidated total liabilities (primarily current and long-term liabilities to financia institutions) of SEK 8,784
million as of December 31, 1999; SEK 12,968 million as of December 31, 2000; and SEK 7,465 million as of
December 31, 2001.

Principles of consolidation

The consolidated financial statements include the accounts of the Parent company and all subsidiaries.
Subsidiaries are all companies in which the Company has an ownership and directly or indirectly has a voting
majority or by agreement has a decisive influence or it retains the majority of the residual or ownership risk of the
entity. Intercompany transactions have been eliminated.

The consolidated financial statements have been prepared in accordance with the purchase method,
whereby consolidated stockholders’ equity includes equity in subsidiaries and associated companies earned only
after their acquisition.

In the consolidated Income Statement, minority interests are, in deviation from the Swedish Financial

Accounting Standards Council’s recommendation RRO1, divided into two items; share in income before taxes and
sharein taxes. The reason is that this method gives afairer view of the important measure Income before taxes.

Material investments in associated companies, including joint ventures, where voting stock interest is at
least 20 percent but not more than 50 percent, are accounted for according to the equity method. Ericsson’s share of
income before tax in these companies is reported in item “Share in earnings of joint ventures and associated
companies’, included in Operating Income. Taxes are included in item “Taxes’. Unrealized internal profits in
inventory in associated companies purchased from subsidiaries are eliminated in proportion to ownership in the
consolidated accounts. Investments in associated companies are shown at equity after adjustments for unrealized
intercompany profits and unamortized goodwill (see Goodwill below).
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Undistributed earnings of associated companies included in consolidated restricted equity are reported as

“Equity proportion reserve’, as detailed in Note 14. Minor investments in associated companies and all other
investments are accounted for as Other investments, and carried at the lower of cost or fair market value.

Goodwill

Goodwill, positive and negative, resulting from acquisitions of consolidated companies is
amortized/reversed according to individual assessment of each item’s estimated economic life, resulting in
amortization periods of up to 20 years. Depending on the nature of the acquisition, goodwill amortizations are
reported under “Research and development and other technical expenses’, “Selling expenses’ or ‘* Administrative
expenses’.

Translation of foreign currency financial statements

For most subsidiaries, joint ventures and associated companies, the local currency is the currency in which
the companies primarily generate and expend cash, and is thus considered their functional (business) currency. Their
financial statements plus goodwill related to such companies, if any, are translated to SEK using the current method,
whereby any translation adjustments are reported directly to consolidated stockholders’ equity. When a company
accounted for in accordance with these principles is sold, accumulated translation adjustments are included in
consolidated income.

Financial statements of companies with finance activities or other companies, having such close relations
with the Swedish operations that their functional currency is considered to be the Swedish krona, are translated

using the monetary method. Adjustments from translation of financial statements of these companies are included in
the consolidated Income Statement (see Note 14).

Financial statements of companies operating for example in countries with highly inflationary economies,
whose functional currency is considered to be a currency other than the local currency, are translated in two steps.
In the first step, re-measurement is made into the functional currency. Gains and losses resulting from this
remeasurement are included in the consolidated income statement. In the second step, from the functional currency
to Swedish kronor, balance sheet items are translated at year-end exchange rates, and income statement items at the
average rates of exchange during the year. The resulting translation adjustments are reported directly against
consolidated stockholders' equity. The remeasurement method, which is in accordance with US GAAP FAS 52,
gives a fairer view of these financial statements than a translation directly to Swedish kronor, since companies
concerned operate in de facto US dollar- or Euro-based economies.

Translation of foreign currency itemsin individual companies

In the financial statements, receivables and liabilities in foreign currencies have been translated at year-end
exchange rates.

Gains and losses on foreign exchange are divided into operational and financial. Net operational gains and
losses are included in Cost of sales. Gains and losses on foreign exchange attributable to financial assets are
included in financial income, and gains and losses related to financial liabilities are included in financial expenses.

Translation effects related to permanent financing of foreign subsidiaries are reported directly to
consolidated stockholders’ equity, net of tax effects.

Valuation of and accounting for financial instruments

Short-term cash investments held by companies other than Ericsson Treasury Services AB are valued at the
lowest of acquisition cost plus accrued interest and market value.

Short-term investments, interest related derivatives and the interest component in foreign exchange

derivativesin Ericsson Treasury Services AB are valued to the lowest of total acquisition cost and total market value
in accordance with the lower of cost or market principle. Unrealized gains are reserved.

Derivative instruments are used mainly to hedge financial, interest and currency risks. Foreign exchange
derivatives hedging certain positions have been valued in a manner reflecting the accounting for the hedged

position. Interest rate-related derivatives linked to specific investments or loans or which are applied to hedge
interest rate positions are valued in the same manner as the hedged position.
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Gains and losses from derivatives in Ericsson Treasury Services AB are reported net as other financial
income/expenses. For other companies, gains and |osses are reported in the same manner as the underlying position.

When a transaction hedged in advance ceases to be an exposure, the hedge is closed. As a result,
deviations between actual and hedged flows are recognized in income as soon as they are identified.

Financial assets and liabilities are reported net when a legally enforceable right for set-off exists and there
isintent to settle on anet basis or to realize the asset and settle the liability at the sametime.

Intangible and tangibl e fixed assets

Intangible and tangible fixed assets are stated at cost |ess accumulated depreciation, adjusted with net value
of revaluations.

Annual depreciation is reported as plan depreciation, generally using the straight-line method, with
estimated useful lives of, in general, 40 years on buildings, 20 years on land improvements, 3 to 10 years on
machinery and equipment, and up to 5 years on rental equipment. Intangible assets are amortized over a maximum

period of 5 years. See Goodwill above for amortization of goodwill. Amortization and depreciation is included in
Cost of Salesand in the respective functional operating expenses.

Impairment reviews of tangible and intangible fixed assets, including goodwill, are performed whenever
changes in events or circumstances indicate that the carrying amount has suffered a permanent diminution in value
and may not be recoverable. The carrying values of fixed assets, including goodwill, related to those assets are not
considered to be recoverable when the expected undiscounted cash flows from those assets are less than their
carrying values. An impairment loss is determined based on the amount by which the carrying value exceeds the

fair value of those assets. Losses on fixed assets to be disposed of are determined in a similar manner, taking into
account the selling price reduced by the costs of disposal.

I nventories

Inventories are valued at the lower of cost or market on a first-in, first-out (fifo) basis. Consideration has
been given to risks of obsolescence.

Receivables
Receivables are reported at anticipated realizable val ue.

Sales of trade receivables and customer financing accounts are reflected as a reduction of receivablesin the

accompanying Balance Sheets and the proceeds received are included in cash flows from operating activities in the
accompanying Statements of Cash Flows.

For sale of receivables with recourse a provision has been recorded for the estimated value of the recourse
liability. The excess of the recourse obligation over the recorded provision isincluded in contingent liabilities.

Revenuerecognition

The majority of our products and services are sold as a part of a contract. The nature of the products and

services being sold, and those contractual terms taken as a whole, determine the appropriate revenue recognition
method.

Sales revenues are recorded net of value added taxes, goods returned, trade discounts and all owances.

Revenue from hardware is recognized with reference to all significant contractual terms when there is
persuasive evidence of an arrangement, when the product has been delivered, when collection is reasonably assured.

Revenue from software is also recognized with reference to all significant contractual terms when
persuasive evidence of an arrangement exists, the product has been delivered, the fee is fixed and determinable and
when collection is reasonably assured. For contracts that have multiple elements, revenue is allocated to each
element based on evidence of fair values. We do not generally provide extended payment terms but may provide
customer financing on construction-type contracts.

Revenues from construction-type contracts are generally recognized using the percentage-of-completion
method. Completion is measured using either the cost-to-cost input method or the milestone output method. The
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terms of construction-type contracts generally define certain milestones which, in addition to providing basis for
progress billing, are also the basis of measuring the progress of the contract. Revenues from contracts associated
with new technology are not recognized until specified functionality has been achieved, customer acceptance has
been obtained and other contractual terms have been satisfied. The profitability of long-term contracts is
periodically assessed and revised if necessary based on changes in circumstances. Provisions for losses are
immediately recorded when such |osses become known.

Revenue for maintenance services is recognized ratably over the contract term. Revenue for training,
consulting, engineering, installation and other servicesis generally recognized when these services are performed.

Customer contracts include a high degree of integration between different products, software and services,
and are often a mix of construction-type contracts and normal delivery contracts. A disclosure in accordance with
RR10, 839, and RR11, 835b, regarding the amounts for different categories of revenue is considered misleading
and is not calculated by the Company.

For sales between consolidated companies, the same pricing is applied as a rule as in transactions with

other customers, taking into account, however, that certain costs do not arise in transactions between affiliated
companies.

Research and development costs

Research and development costs are expensed as incurred. Costs based on orders from customers are
included in Cost of sales.

Leasing

Financial leasing contracts are capitalized and reported as tangibl e assets and as other current liabilities and
other long-term liabilities.

Deferred tax

The Group and, as from 2001, also the Parent company report deferred taxes attributable to temporary
differences between the book value of assets and liabilities and their tax value, and also deferred tax receivables
attributable to unutilized loss carryforwards to the extent that it is probable that future taxable profits will be
available against which the unused tax |osses can be utilized.

Appropriations and Untaxed reserves are not reported in the consolidated financial statements. Such items
reported by consolidated companies have been reversed, applying the current tax rate applicable in each country.
The deferred tax so calculated is shown in the consolidated Income Statement as Deferred taxes. The after-tax effect
is stated in the income statement as part of net income for the year, and in the balance sheet as restricted
stockholders’ equity.

Deferred tax assets and liabilities are, in deviation from the Swedish Financial Accounting Standards
Council’s recommendation RR09, reported as current and long-term in the Balance Sheet, since the Company
considers that this method gives afairer view of the Company’s position.

The accumulated deferred tax liability is adjusted each year by applying the current tax rate in each country
and is reported in the consolidated balance sheet as Deferred tax. An adjustment of deferred tax liability attributable
to changes in tax rates is shown in the consolidated Income Statement as a part of the deferred tax expense for the
period.

Deferred tax assets on internal profit in inventory are calculated to reflect the tax effect in the periods in
which the temporary differences are expected to reverse.

Statement of Cash Flows
Foreign subsidiaries' transactions are translated at the average exchange rate during the period. Subsidiaries

purchased and/or sold, net of cash acquired/sold, are reported as cash flow from investment activities and do not
affect reported cash flow from operations.
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In preparation of the Statement of Cash Flows, changes in deferred tax assets and liabilities have been
taken into account. Cash and cash equivalents consist of cash, bank and short-term investments due within 12
months.

Employee stock options

Compensation costs of providing shares or rights to shares are charged to the income statement over the
vesting period. The compensation cost is the difference between the market price of the share at grant date and the
priceto be paid by the employee.

When the options are exercised, in certain countries, social security charges are to be paid on the value of
the employee benefit. During the vesting period, preliminary social security charges are accrued. These are reduced
by income from related hedging arrangements.

Earnings per share

Basic earnings per share are calculated by dividing net income by the average number of shares outstanding
during the year.

Diluted earnings per share are calculated by dividing adjusted net income by the sum of the average
number of shares outstanding plus all additional shares that would have been outstanding if al convertible
debentures were converted and stock options were exercised (potential ordinary shares). Net income is adjusted by
reversal of interest expense for convertible debentures net of tax.

Potential ordinary shares are treated as dilutive when, and only when, their conversion to ordinary shares
decrease net profit per share.

Changesin accounting principlesin 2002

The Swedish Financial Accounting Standards Council Redovisningsradet) has issued the following
recommendations, which will be adopted by the Company in 2002:

Intangibl e assets (RR15)

Provisions, contingent liabilities and contingent assets (RR16)

Impairment of assets (RR17)

Discontinuing operations (RR19)

Borrowing costs (RR21)

Related party disclosure (RR23)

RR15 is expected to have a material positive effect on income for 2002.
Presentation of financial statements (RR22) will be adopted from January 1, 2003.

Operations on commission basis reported in the Parent company

Ericsson Treasury Services AB and Ericsson Credit AB conducted their operations on commission basis for
the Parent company asin 2000.

The commission agreement between Ericsson Telecom AB and the Parent company, signed in 1987, was

cancelled as per January 1, 2000. Therefore, the company is not included in the Parent company accounts for 2000
and 2001.
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Note 1. Net sales by market area and business segment

Market areas
Consolidated

(in SEK million)

1999 2000 2001

Europe*, Middle East & AfFCa ........ccovririiicieeessee e 115,065 137,935 106,972

North America........cocovevenene 25,175 35,193 31,379

Latin America.. 30,263 44,118 34,516

ASIAPACHTIC. vt 44,900 56,323 58,972

TOBL ettt eeaeae 215,403 273,569 231,839

* Of WhiCh SIWEEN. ..o 7,551 8,732 7,341

FOFWhICh EU ..o 80,345 94,293 66,561

Parent Company

(in SEK million.)

1999 2000 2001

Europe*, Middle East & Africa 10,907 1,055 1,143

North America...... 273 - -

Latin America.. 2,036 107 231

AsiaPacific...... 2,159 33 -

Totd ............ 15,375 1195 1,374

* Of which Sweden.. 2,346 - -

FOF WhICh EU ... 8,047 - -

Parent company sales are mainly related to business segment Systems.

Business segments

Consolidated

1999 2000 2001

(in SEK million)

SYSEEIME .. 148,929 194,747 187,777
of which Mobile System.... 115,087 158,083 154,343
Multiservice Networks....... 33,842 36,664 33434

PhONES......ocviieiirie 46,444 56,279 23,567

Other operations..........cccccveee. 35,714 35,927 30,816

Less: Inter segment sales .......... (15,684) (13,384) (20,321)

TOLAI ettt 215,403 273,569 231,839
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Note 2. Other operating revenues

Consolidated

1999 2000 2001
(in SEK million)
Gains on sdles of intangible and tangible assets...... 307 2,107 1,962
Losses on sales of intangible and tangible assets.... (244) (731) (1,317)
Gains on sales of investments and operations......... 1,733 24,133 5,830
Losses on sales of investments and Operations............cooeeeveeeeeesiennenne. (397) (231) (349)
SUD-OLA ...ttt 1,399 25,278 6,126
Commissions, license fees and other operating revenues... 1,132 2,705 2,272
Lo TSRO 2531 27,983 8,398
Parent Company

1999 2000 2001
(in SEK million)
Commissions, license fees and other operating revenues..............cccocueeenee 3,210 3,128 3,068
Net losses (-) on sales of tangible assets..........cooeoviiiiciicicci, (55) (67) )
TOAL ettt ettt n 3,155 3,061 3,066
Note 3. Financial income and expenses
Consolidated
(in SEK million)

1999 2000 2001
Financial Income
Result from securities and receivables accounted for
BSTIXEA BSSELS ..o 1,758 2,393 2677
Other interest income and similar profit/loSSiteMS.......ccocceeeiieeiieeicieeens 847 1,305 2,138
TOAL ettt bbb e 2,605 3,698 4,815
Financial Expenses
Interest expenses and similar profit/lossitems..........cccoeveveriee e esiie e, 3,162 4,887 6,589
FINANGIAL NEE........ooovceeceeeeeee e neen (557) (1,189) (1,774)

Swedish companies’ interest expenses on pension ligbilities are included in the interest expenses shown above.

Parent Company
(in SEK million) 1999 2000 2001

Financial Income
Result from participationsin subsidiaries

DiVIOENAST ...ttt n e b 7,750 6,531 14,442

NEL QAINS 0N SAES ...t - 228 7
Result from participationsin associated companies

DiIVIAENGS.....eveveteieee et 122 125 23

Net gaing/10SSeS (<) ON SAIES.....cuviriiiiiiiiierieeee e 123 1,925 6)
Result from other securitiesand receivables accounted for asfixed assets

Dividends............... 2 2 -

Net gains on sales - 182 37
Other interest incomeand similar profit/lossitems

SUBSIAI@IES. ...ttt 1,365 2,253 3,674

Other** 553 1,106 1,047
L O 9,915 1235 19,224

Anticipated dividends amount to SEK 3,700 million in 2001, SEK 3,800 millionin 2000 and SEK 3,900 millionin 1999.
**  Of the total amount, SEK -978 million in 2001, SEK -596 million in 2000, and SEK -4 million in 1999 is attributable to hedge of net

investmentsin foreign subsidiaries.
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Parent company

Financial Expenses 1999 2000 2001
(in SEK million)
Losses on sales of participationsin subsidiaries... 109 - 5
Write-down of investments in subsidiaries............c.cccevvenne - - 19,000
L osses on sales of participations in associated COMPANIES............eevveeeeeeenss - - 12
Interest expenses and similar profit/loss items:
Subsidiaries 887 1,619 2,080
Other .....oevevrieenne. 1,197 1,452 2,536
Other financial expenses. 9 19 12
TOUBL e 2,202 3,090 23,645
FINANGIAl NE ..ottt 7,713 9,262 (4421)

Parent company’s interest expenses on pension liabilities are included in the interest expenses shown above.

Note 4. Income taxesfor the year

I ncome Statement

The following items are included in Income taxes for the year:

Consolidated Parent company

2000 2001 2000 2001
(in SEK million)
Current income taxesfor the year (8,920) (5,108) (671) (241)
Current income taxesrelated to prior years (33) 216 - 22
Deferred income/expense (-) taxes related to temporary differences 1,008 13,680 (113) 612
Share of taxesin joint ventures and associated companies (53) 25 - -
Income taxes for the year (7,998) 8,813 (784) 393

Deferred tax income and expenses

The amounts of deferred tax income and expenses are shown in the following table:

Consolidated Parent company

2000 2001 2000 2001
(in SEK million)
Deferred tax income* 5,288 17,429 15 612
Deferred tax expenses* (4,325) (3,749) (128) -
Deferred taxesincome/expense, net 963 13,680 (113) 612

*Related to temporary differences

Consolidated

Deferred income tax refer to tax losses carryforwards by SEK 7,986 million (SEK 388 million in 2000) and
to certain provisions for restructuring, off-balance sheet customer financing, warranty commitments and allowances

for doubtful receivables.

Deferred tax expenses refer to reversal of temporary differences regarding certain opening provisions for

restructuring and warranty commitments.

Parent company

Deferred income tax refer to provisions for customer financing commitments and certain pension

obligations.
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A reconciliation between actual tax income (- expense) for the year and the theoretical tax income (—
expense) that would arise when applying the tax rate in Sweden, 28 percent of Income before taxes, shows as

follows:

Consolidated Parent company

2000 2001 2000 2001
(in SEK million)
Income before taxes 28,692 (30,309) 9,804 (5,139)
Tax rate in Sweden (28%) (8,033) 8,487 (2,745) 1,439
Effect of foreign tax rates (730) 986 — -
Current income taxes related to prior years (33 216 - 22
Tax effect of expensesthat are non-deductible for tax purpose (1,506) (864) (136) (220)
Tax effect of income that are non-taxable for tax purpose 2,395 260 2,097 4,472
Tax effect of changesin tax rates - 83 - -
Tax effect related to write-downs of investments in subsidiaries - - - (5,320)
Tax effect of tax losses carryforwards, net 233 (123) - -
Income taxes for the year (7,674) 9,045% (784 393

*Of which minority interest in taxes -232 (-324).

The Consolidated effective tax rate is 30 percent (27 percent in 2000). In the Parent company the effective

tax rate is 8 percent (8 percent also in 2000).
Consolidated

Tax effect of expenses that are non-deductible refer to depreciation of goodwill and other non-deductible

expenses.

Tax effect of income that are non-taxable refer mainly to capital gains.

Parent company

Tax effect of expenses that are non-deductible refer mainly to option expenses, tax on dividend and foreign

income.

Tax effect of income that are non-taxable refer mainly to dividends.

Balance sheet

Deferred tax assets and liabilities

Tax effects of temporary differences have resulted in deferred tax assets and liabilities as follows:

Consolidated Parent company

2000 2001 2000 2001
(in SEK million)
Deferred tax assets, current 6,533 11,321 469 771
Deferred tax assets, long-term 1,034 9,591 548 858
Deferred tax liabilities, current 1,177 346 - -
Deferred tax liahilities, long-term 2,311 1,662 - -

Consolidated

Deferred tax assets refer to tax losses carryforwards and certain provisions for restructuring, off-balance
sheet customer financing, warranty commitments and allowances for doubtful receivables. Deferred tax assets
regarding tax losses carryforwards amount to SEK 8,525 million (SEK 515 million in 2000) of which SEK 335
million (SEK 306 million in 2000) is reported as current and SEK 8,190 million SEK 209 million in 2000) is

reported aslong-term.

Deferred tax liabilities refer mainly to untaxed reserves.
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Parent company

Deferred tax assets refer mainly to provisions for customer financing commitments and certain pension
obligations.

Investmentsin subsidiaries, joint ventures and associated companies

Dueto lossesin certain subsidiaries the book value of certain investment in subsidiaries, joint ventures and
associated companies are less than the tax value of these investments. However, since deferred tax assets have been
reported with respect to losses in these companies and the uncertainty as to which deductions can be realized in the
future, with respect to the above differences between book and tax value, these amounts are not reported.

Tax losses carryforwards

Deferred tax assets regarding unutilized tax losses carryforwards are reported to the extent that realization
of the related tax benefit through the future taxable profits is probable also when considering the period during
which these can be utilized, as described below.

At December 31, 2001 these unutilized tax losses carryforwards, essentialy all reflected as an asset,
amounted to MSEK 27,613.

Thefinal yearsin which these losses carryforwards can be utilized are shown in the following table:

Year of expiration 2001
(in SEK million)

2002 500
2003 133
2004 36
2005 214
2006 716
2007 or later 26,014
Total 27,613

The Parent company has no unutilized tax loss carryforwards.

Tax effects reported directly to stockholders' equity

Tax effects reported directly to stockholders' equity regarding equity hedge amount to SEK 233 million
(SEK 140 million).

Note 5. Earnings per share

Consolidated 1999 2000 2001
(in SEK million, except for sharesand per share data)

NEEINCOME. ...ttt bbbttt 12,130 21,018 (21,264)

Average number of sharesoutstanding (Millions) ...........c.ccovvvviviieienne. 7,817 7,869 7,909
1.55 2.67 (2.69)

Earnings per share, diluted

NEE INCOME. .. etiiieeiiee ettt ee e et e e e et e e e eatr e e e e eabee e e s enbeeeas 12,130 21,018 (21,264)

Interest expenses on convertible debentures, net of incometaxes............. 185 207 176

Net income after full CONVErSION..........coiiiiiiiieiiieeieeiee e 12,315 21,225 (21,088)

Average number of shares after full conversion and exercise of stock

OPLiONS (MITIONS) ...t 7,987 8,004 7,988
154 2.65 (2.69)*

*Potential ordinary shares are not considered when their conversion to ordinary shares would increase earnings per share.
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Note 6. Intangible assets
Consolidated

(in SEK million)

Year 1999

Accumulated acquisition costs

Opening balance

Acquisitions

Balance regarding acquired and sold companies

Sales/disposals
Trandation difference for the year

Closing balance

Accumulated depreciation

Opening balance

Depreciation for theyear

Balance regarding acquired and sold companies

Sales/disposals
Trandlation difference for the year

Closing baance
Net carrying value

Consolidated

(in SEK million)
Year 2000

Accumulated acquisition costs

Opening balance

Acquisitions

Balance regarding acquired and sold companies

Sales/disposals
Trandlation difference for the year

Closing balance

Accumulated depreciation

Opening balance

Depreciation for theyear

Balance regarding acquired and sold companies

Sales/disposals
Trandation difference for the year

Closing balance
Net carrying value

Licenses, Patents and
Trademarksand acquired research
similar rights and development Goodwill Total
1,298 505 7,078 8,881
256 745 4,372 5,373
4 (117) 9 (112)
(20) 52 (65) (23)
(117) (15) (258) (390)
1,423 1,170 11,136 13,729
(1,244) (424) (959) (2,527)
(136) (30) (684) (850)
3 122 2 127
8 (83) 44 (3D
110 10 (20) 100
(1,159) (405) (1,617) (3,181)
264 765 9,519 10,548
License Patents and
Trademarksand  acquired research
similar rights and development Goodwill Total
1423 1,170 11,136 13,729
105 89 2,309 2,503
(&) ©) (26) (36)
(175) (34) (27) (236)
61 13 908 982
1,410 1,232 14,300 16,942
(1,159) (405) (1,617) (3,181)
(120) (98) (761) (979)
3 6 4 13
109 27 15 151
(46) U] (60) (113)
(1,213) 477 (2/419) (4,109
197 755 11,881 12,833

F-19



Consolidated

(in SEK million)

Year 2001

Accumulated acquisition costs

Opening balance

Acquisitions

Balances regarding acquired and sold companies

Sales/disposals
Trandlation difference for the year

Closing balance

Accumulated depreciation

Opening balance

Depreciation for the year

Balances regarding acquired and sold companies

Sales/disposals
Trandation difference for the year

Closing balance
Net carrying value

Parent company

(in SEK million)

Year 2000

Accumulated acquisition costs
Opening balance
Acquisitions
Sales/disposals

Closing balance
Accumulated depreciation
Opening balance
Depreciation for theyear
Sales/disposals

Closing balance

Net carrying value

Parent company

(in SEK million)

Year 2001

Accumulated acquisition costs
Opening balance

Acquisitions

Closing balance

Accumulated depreciation
Opening balance

Depreciation for the year
Closing baance

Net carrying value

Licenses, Patents and
Trademarksand  acquired research
similar rights and development Goodwill Total
1,410 1232 14,300 16,942
207 83 473 763
(30) - - (30)
(120) - (32 (152)
99 23 999 1,121
1,566 1,338 15,740 18,644
(1,213) (477) (2,419) (4,109)
(156) (95) (1,123) (1,374)
22 - - 22
92 - 7 99
(81) (12) (124) (216)
(1,336) (583) (3,659) (5,578)
230 755 12,081 13,066

Patents, Licenses,
trademarksand

similar
rights

457

(346)

111

(401)
(23)
346

(78)

33

Patents, licenses,
trademarksand
similar rights

m
105

216

(78)
(@7

(105)

111
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Note 7. Tangible assets

Consolidated

(in SEK million)

Year 1999

Accumulated acquisition costs
Opening balance

Acquisitions

Balances regarding acquired and sold
companies

Sales/disposal

Reclassifications

Trandation difference for the year

Closing balance

Accumulated depreciation
Opening balance

Depreciation for theyear

Balance regarding acquired and sold
companies

Sales/disposals

Reclassifications

Trandation difference for the year

Closing balance

Accumulated revaluations, net

Opening balance

Revaluations for the year

Depreciation for theyear on revaluations

Sales/disposals
Trandation difference for the year

Closing balance
Net carrying value

Consolidated

(in SEK million)

Year 2000

Accumulated acquisition costs
Opening balance

Acquisitions

Balances regarding acquired and sold
companies

Sales/disposals

Reclassifications

Trandation difference for the year

Closing balance

Accumulated depreciation

Opening balance

Depreciation for the year

Balances regarding acquired and sold
companies

Sales/disposals

Reclassifications

Trandlation difference for the year

Closing balance

Constructionin

process and
Land and Other advance
buildings Machinery equipment payments Total
9,454 14,438 22,640 1,210 47,742
537 2,401 4,140 2,149 9,227
(53) 195 143 24 309
(29) (1,435) (1,956) (60) (3,480)
342 691 642 (1,675) -
(165) (179) (304) (20) (668)
10,086 16,111 25,305 1,628 53,130
(2,183) (8,440) (14,836) - (25,459)
(344) (2,442 (3,762) - (6,548)
- 7 172 - 179
3 1,114 1,834 - 2,951
@ (335) 337 - -
96 116 203 - 415
(2,430) (9,980) (16,052) - (28,462)
461 - 2 - 463
(59) - - - (59)
(83) - 1 - (82)
(22) - - - (22)
303 - 3 - 306
7,959 6,131 9,256 1,628 24,974
Construction
in processand
Land and Other advance
buildings Machinery equipment payments Total
10,086 16,111 25,305 1,628 53,130
407 3,499 5,858 2,879 12,643
(43) (241) 71 ) (215)
(4,762) (2,122) (4,644) (133) (11,661)
332 1474 1,038 (2,844) 0
272 473 905 41 1,691
6,292 19,194 28,533 1,569 55,588
(2,430) (9,980) (16,052) - (28,462)
(407) (5,488) (4,245) - (10,040
16 232 101 - 349
1,349 1,879 3,104 - 6,332
(67) 65 2 - 0
(71) (263) (575) - (909)
(1,610) (13,555) (17,565) - (32,730
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Accumulated revaluations, net
Opening balance

Depreciation for theyear
Sales/disposals

Trandation difference for the year

Closing balance
Net carrying value

Consolidated

(in SEK million)

Year 2001

Accumulated acquisition costs
Opening balance

Acquisitions

Balances regarding acquired and sold

companies

Sales/disposal

Reclassifications

Trandlation difference for the year

Closing balance
Accumulated depreciation
Opening balance
Depreciation for the year

Balances regarding acquired and sold

companies

Sales/disposals

Reclassifications

Trandation difference for the year

Closing balance

Accumulated revaluation , net
Opening balance

Depreciation for theyear
Sales/disposals

Trandlation difference for the year

Closing balance
Net carrying value

Parent company

(in SEK million)

Year 2000

Accumulated acquisition costs
Opening balance

Acquisitions

Sales/disposals
Reclassifications

Closing balance

Accumulated depreciation
Opening balance

Depreciation for theyear
Sales/disposal

Closing balance

Accumulated revaluations, net
Opening balance
Sales/disposals

Closing balance

Net carrying value

303 - 3 - 306
) - - - @
(75) - - - (75)
16 - - - 16
243 - 3 - 246
4,925 5,639 10,971 1,569 23,104
Construction
in processand
Land and Other advance
buildings Machinery equipment payments Total
6,292 19,194 28,533 1,569 55,588
341 3,299 2,907 2,179 8,726
©) (84) (254) (22) (363)
(4,739) (8,7112) (8,429) (182) (22,061)
579 882 1428 (2,889) -
579 668 1232 42 2,521
3,049 15,248 25417 697 44,411
(1,610) (13,555) (17,565) - (32,730
(314) (1,408) (4,764) - (6,486)
3 56 94 - 153
1,052 5,191 6,494 - 12,737
- 87) 87 - -
(283) (396) (803) - (1,482)
(1,252) (10,199) (16,457) - (27,808)
243 - 3 - 246
(212 - ©)] - (215)
7 - - - 7
38 - - - 38
1,935 5,049 8,960 697 16,641
Constructionin
process and
Land and advance
buildings Machinery Other equipment payments Total
366 425 1,306 118 2,215
22 - 65 4 91
(416) (258) (1,246) (66) (1,986)
51 - 5 (56) 0
23 167 130 0 320
(63) (378) (952) - (1,393)
®) (€) (26) - (34)
68 225 910 - 1,203
0 (156) (68) - (224)
6 - - - 6
©) - - - ©)
0 - - - 0
23 11 62 0 96
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Parent company Construction
in processand

Land and Other advance
(in SEK million) buildings Machinery equipment payments Total
Year 2001
Accumulated acquisition costs
Opening balance 23 167 130 - 320
Acquisitions - - 20 - 20
Sales/disposal - (155) (46) - (201)
Closing balance 23 12 104 - 139
Accumulated depreciation
Opening balance - (156) (68) - (224)
Depreciation for theyear - @ (28) - (29)
Sales/disposals - 146 29 - 175
Closing balance - (11) (67) - (78)
Net carrying value 23 1 37 - 61

Note 8. Financial assets

Equity in joint ventures and associated companiesin 1999

Consolidated
Associated

(in SEK million) Companies Total
Opening balance 1,315 1,315
Share in earnings 90 90
Taxes (30) (30)
Trandation difference for the year (28) (28)
Dividends (81) (81)
Acquisitions 32 32
Sdes (79) (79)
Closing balance 1,219 1,219

Goodwill, net, constitutes SEK 125 miillion of the investments (SEK 81 million in 1998). Dividends received from companies accounted for

under the equity method were SEK 11 millionin 1998 and SEK 139 million in 1997.

Other financial assets 1999

Consolidated Long-term Other long-
Other customer term

(in SEK million) Investments financing receivables

Year 1999

Accumulated acquisition costs

Opening balance 1,528 12,275 3,702

Acquisitiong/credits granted 588 10,155 2,955

Sales/repayments (270) (8,083) (754)

Trandation difference for the year (31) (88) 84

Closing balance 1,815 14,259 5,987

Accumulated revaluations

Opening balance 21 - _

Revaluations for the year - - -

Sdes/Repayment - - -

Trandlation difference for the year - - -

Closing baance 21

Accumulated write-downs®

Opening balance (39) (2,112) (24)

Write-downs for the year (12) (4,222) (62)

Sales/repayments 39 2,656 (47

Trandation difference for the year - (20) 5

Closing balance (12) (3,698) (128)
1,824 10,561 5,859

Net carrying value

1. Write-downsareincluded in Selling expenses due to the close relation to operations.

2 Of which deferred tax assetsSEK 9,591 million.
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Equity in joint ventures and associated companiesin 2000

Consolidated

(in SEK million)

Opening balance

Share in earnings

Taxes

Trandation difference for the year
Dividends

Acquisitions

Sdles

Closing balance

Goodwill, net, constitutes SEK 76 million of the investments (SEK 125 million in 1999). Dividends received from companies accounted for

Associated
Companies Total
1,219 1,219
98 98
(53) (53)
45 45
(35) (35)
37 37
(28) (29)
1,283 1,283

under the equity method were SEK 81 millionin 1999 and SEK 11 millionin 1998.

Parent company

(in SEK million)

Opening balance
Acquisitions and stock issues
Shareholders' contribution
Revaluations for the year
Write-downs
Reclassifications

Sdes

Closing balance

Other financial assets 2000
Consolidated

Year 2000 (in SEK million)
Accumulated acquisition costs
Opening balance
Acquisitiong/credits granted
Sales/repayments

Trandation difference for the year
Closing balance

Accumulated revaluations
Opening balance

Revaluations for the year
Sales/repayments

Trandation difference for the year
Closing balance

Accumulated write-downs®
Opening balance
Write-downs for the year
Sales/repayments

Trandlation difference for the year
Closing baance

Net carrying value

1  Write-downsareincluded in Selling expenses due to the close rel ation to operations.
2 Of which deferred tax assetsSEK 1,034 SEK million.

Associated Other

Subsidiaries Companies investments

24,364 1,039 53

3,125 39 6

7,874 - -

- - 7

) (22) 24

(8 (48) (6

35,353 1,008 84

Long-term
Other customer Other long-term
Investments financing receivables
1,815 14,259 5,987
3,469 8,967 3,940
(2,265) (7,021) (3,159)
29 628 86
3,048 16,833 6,854
21 - -
9 - -
30

(12) (3,698) (128)
(480) (703) 45
(12) 1,210 2
(18) (59 @
(521) (3,250) (87)
2,557° 13583 6,767

3 Market value per December 31, 2000 for listed shareswasSEK 7,630 million.
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Parent company

Long-term Other long-term

Year 2000 (in SEK million) customer financing receivables
Accumulated acquisition costs

Opening balance 8,072 2,129
Acquisitiong/credits granted 4,623 759
Sales/repayments (5,240) -
Long term deferred tax receivables - -
Trandation/reval uation difference for the year - (970)
Closing balance 7,455 1,918
Accumulated write-downs

Opening balance (1,752) -
Sales/repayments 967 -
Write-downs for the year (350) -
Closing balance (1,135) -
Net carrying value 6,320 1,918

Equity in joint ventures and associated companiesin 2001

Consolidated

(in SEK million) Joint Ventures Associated Companies Total
Opening balance - 1,283 1,283
Share in earnings (702 (13) (715)
Taxes 60 (35) 25
Trandlation difference for the year (135) 71 (64)
Dividends - (27) (27)
Acquisitions 2,752 61 2,813
Sdes - (180) (180)
Closing balance 1,975 1,160 3,135

Goodwill, net, amounts to SEK 19 million of the investments (SEK 76 million in 2000). Dividends received from companies accounted for under the equity method

were SEK 35 million in 2000 and SEK 81 millionin 1999.

Share of assets, liabilitiesand income in joint ventures

Consolidated

(in SEK million) Total

FiXEO @SSELS. ... eeeieieeiiiie ettt ettt et sae e 623

Current assets... 5,659

Provisions.........cccceevuenn. 318

Long-term liabilities -

CUrrent liabilitiES.......vveeeeeieee et earee e 3,989

1,975
4,840

Income before taxes (702

NEEINCOME ...ttt ettt e ettt e e b e e saneesneeaanes (642

Assetspledged as collateral ... 15

Contingent [1DIHITIES.........ooviiiiiiie e 112
Parent company

Associated Other

(in SEK million) Subsidiaries Joint Ventures Companies investments
Investments
Opening balance 35,353 - 1,008 84
Acquisitions and stock issues 2,503 2,752 1 -
Shareholders' contribution 27,000 - - -
Revaluations for the year - - - 2
Write-downs (19,000) - - -
Reclassifications - - (10) 10
Sdes (1,373) - (26) (42)
Closing balance 44,483 2,152 973 54
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Other financial assets 2001

Consolidated Long-term Other Long-
Other customer term financial

Year 2001 (in SEK million) I nvestments financing assets

Accumulated acquisition costs

Opening balance 3,048 16,833 6,854

Acquisitiong/credits granted 973 2,537 12,168

Sales/repayments (459) (8,167) (2,532

Trangdlation difference for the year 168 126 242

Closing balance 3,730 11,329 16,732

Accumulated revaluations

Opening balance 30

Revaluations for the year -

Sales/repayments (30)

Trandation difference for the year
Closing balance -
Accumulated write-downs

Opening balance (521) (3,250) (87)
Write-downs for the year (45) (1,668) (79)
Sales/repayments 3 1,556 10
Translation difference for the year (60) (34) ©)]
Closing balance (629) (3,396) (161)
Net carrying value 3,101 7,933 16,571°

1  Write-downsareincluded in Selling expenses due to the close relation to operations.
2 Market value per December 31, 2001 for | isted shares was SEK 587 million with anet carrying value of SEK 332 million.
3 Of which deferred tax assetsSEK 9,591 million.

Parent company

Long-term Other Long-term
Year 2001 (in SEK million) customer financing financial assets
Accumulated acquisition costs N
Opening balance 7,455 1,918
Acquisitiong/credits granted 1,248 1,237
Sales/repayments (5,901) (627)
Long term deferred tax receivables - 858
Trandlation/revaluation difference for the year - (467)
Closing balance 2,802 2,919
Accumulated write-downs
Opening balance (1,136) -
Write-downs for the year (465) -
Sales/repayments 693 -
Closing baance (908) -
Net carrying value 1,894 2,919

* Opening balance is adjusted according to RR9 - Income taxes. See Accounting Principles and Notes.

Note 9. Investments

The following listing shows certain shareholdings owned directly and indirectly by the Parent company. A
complete listing of shareholdings, prepared in accordance with the Swedish Annual Accounts Act and filed with the
Swedish Patent and Registration Office, may be obtained upon request to: Telefonaktiebolaget LM Ericsson,
Corporate Financial Reporting and Analysis, SE-126 25 Stockholm, Sweden.
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Shares owned directly by the parent company

Carryingvalue
(in SEK million)

Per centage of
Type  Company Reg. No. Domicile owner ship 1999 2000 2001
Subsidiaries
| Ericsson Utvecklings AB 556137-8646  Sweden 100 17 17 17
| Ericsson Enterprise AB 556090-3212  Sweden 100 335 335 335
| Ericsson Microwave Systems AB 556028-1627  Sweden 100 151 151 151
| Ericsson Radio Systems AB 556056-6258  Sweden 100 636 636 636
| Ericsson Telecom AB 556251-3258 Sweden 100 - 2,520 6,520
| Ericsson Mobile Communications AB 556251-3266  Sweden 100 516 5,616 9,716
| Ericsson Radio AccessAB 556250-2046  Sweden 100 41 41 41
| Ericsson Sverige AB 556329-5657  Sweden 100 100 100 100
| Ericsson Business Innovation AB 556128-5924  Sweden 100 1 1 801
| Ericsson Global IT ServicesAB 556250-9454  Sweden 100 102 252 252
| Ericsson Software Technology AB 556212-7398  Sweden 100 67 67 67
| EHPT Sweden AB 556577-9799  Sweden 100" - 881 2,247
| Ericsson Juniper Networks Mobile IP  556606-5438  Sweden 60 - - 50
AB
1l SRA Communication AB 556018-0191  Sweden 100 145 145 145
1l AB Aulis 556030-9899  Sweden 100 6 6 6
1 LM Ericsson Holding AB 556381-7666 Sweden 100 1,122 1,122 1,122
1l Ericsson GamstaAB 556381-7609  Sweden 100" 108 1,024 324
1 Ericsson Treasury ServicesAB 556329-5673  Sweden 100 2 2 2
1 Ericsson Credit AB 556326-0552  Sweden 100 5 5 5
Other (Sweden) - 1,678° 1,736° 661
| Ericsson AustriaAG Austria 100 662 662 664
| LM Ericsson A/S Denmark 100 216 216 216
| Oy LM EricssonAb Finland 100 195 195 195
1 Ericsson Participations S.A. France 100 485 485 485
| Ericsson GmbH Germany 100 341 341 341
[ Ericsson  Communications  Systems Hungary 100 48 120 120
Hungary Ltd.
1 LM Ericsson Holdings Ltd. Ireland 100 14 14 14
1 Ericsson Treasury Ireland Ltd. Ireland 100 3,924 3,924 3,924
11 Ericsson Financial Services Ireland Ireland 100 - 1,403 2,951
Il Ericsson S.p.A. 7 Italy 72 105 105 105
[ Ericsson A/S Norway 100 194 194 194
| Ericsson Corporatio AO Russia 100 4 4 4
| Ericsson AG Switzerland 100 - - -
1 Ericsson Holding Ltd. United Kingdom 100 757 757 757
Other (Europe, excluding Sweden) - 89 65 64
1 Ericsson Holding 11 Inc. United States 88! 10,591 10,591 9,508
| CiaEricssonSA.C.l. Argentina 100 10 10 10
| TeleindustriaEricsson S.A. Mexico 100 572 572 572
Other (United States, Latin America) - 134 135 133
1 Teleric Pty Ltd. Australia 100 99 99 99
| Beijing Ericsson Mobile China 252 36 36 36
Communication Co. Ltd
| Ericsson Ltd. China 100 2 2 2
| Ericsson (China) Company Ltd. China 100 369 369 369
| Nanjing Ericsson Communication Co. China 413 76 76 61
Ltd.
| Ericsson Telecommunications Ltd. India 100 105 105 147
| Ericsson Telecommunications Sdn. Bhd. Malaysia 70 4 4 4
| Ericsson Telecommunications Pte. Ltd. Singapore 100 1 1 1
| Ericsson Taiwan Ltd. Taiwan 80 19 19 19
| Ericsson (Thailand) Ltd. Thailand 49* 4 4 4
Other countries - 276 288 286
Total 24,364 35,353 44,483
Joint venturesand associated companies
| Sony Ericsson Mobile Communications ~ 556615-6658  Sweden 50 - - 2,752
AB
1 AB LM Ericsson Finans 556008-8550 Sweden 90° 41 41 41
1 Ericsson Project Finance AB 556058-5936  Sweden 91° 510 510 510
| Ericsson NikolaTesla Croatia 49 330 330 330
Other Croatia - 158 127 92
Total 1,039 1,008 3,725
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Note 9. Investments continued

Shares owned by subsidiaries

Per centage of
Type Company Reg. No. Domicile owner ship
| Ericsson 556000-0365 Sweden 100
I Ericsson Microelectronics AB 556611-6389 Sweden 100%
I Ericsson Cables Holding AB 556044-9489 Sweden 100"
| Ericsson France SA. France 100
| LM Ericsson Ltd. Ireland 100
| Ericsson Telecommunicazioni S.p.A. Italy 72
1 Ericsson Holding International B.V. The Netherlands 100
1 Ericsson Nederland B.V. The Netherlands 100
| Ericsson Telecommunicatie B.V. The Netherlands 100
| Ericsson Espana SA. Spain 100
| Ericsson Ltd. United Kingdom 100
| Ericsson Mobile Communications (U.K.) Ltd. United Kingdom 100
| Ericsson Canada Inc. Canada 100
| Advanced Computer Communications Inc. USA 100
| Ericsson Inc. USA 100
| Ericsson NetQud Inc. USA 100
| Ericsson WebCom Inc. USA 100
| Ericsson Wireless Communication Inc. USA 100
| Ericsson IP Infrastructure Inc. USA 100
| Ericsson Amplifier Technologies Inc. USsA 100
| Ericsson Telekomunikasyon A.S. Turkey 100
| Ericsson Telecommunicacoes SA. Brazil 98
| Ericsson Servicos de TelecomunicacoesLtds Brazil 98
| Ericsson Telecom SA. deC.V. Mexico 100
| Nippon Ericsson K.K. Japan 90
| Ericsson Mobile Communications Sdn Bhd Maaysia 100
| Ericsson Consumer Products Asia Pacific Pte Ltd. Singapore 100
| Ericsson AustraliaPty. Ltd. Australia 100
Associated Companies
| Symbian Ltd. United Kingdom 21

Key to type of company

| Manufacturing, distributing and development companies
1 Holding companies
11 Finance companies

1 Through subsidiary holdings, total holdings amount to 100% of Ericsson Holding Il Inc.

2 Through subsidiary holdings, total holdings amount to 49% of Beijing Ericsson Mobile Communications Co. Ltd., but
the voting power isin excess of 50%.

3 Through subsidiary holdings, total holdings amount to 51% of Nanjing Ericsson Communication Co. Ltd. In 2000 anc
1999, the parent company’ s ownership was 51%.

4 Through subsidiary holdings, total holdings amount to 100% of Ericsson (Thailand) Ltd.

5 Voting power is 40%. Treated as a subsidiary in the consolidated accounts.

6 Voting power is 49%. Treated as a subsidiary in the consolidated accounts.

7 The subsidiary, Ericsson S.p.A., islisted on the Milan stock exchangein Italy. Ericsson’s share of the market value as per
December 31, 2001, was SEK 4,706 million (2000 — SEK 8,278 million, 1999 — SEK 9,041 miillion).

8 Includes Ericsson Microelectronics AB and Ericsson Cables Holding AB with SEK 60 million and SEK 969 million,
respectively.

9 Includes Ericsson Cables Holding AB with SEK 969 million.

10 Percentage of ownership December 31, 2000 — 81%.

11 Percentage of ownership December 31, 1999 60%.

12 See commentsin (8) and (9).
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Note 10. Inventories

(in SEK million) Consolidated Parent company
1999 2000 2001 2000 2001

Raw material, components and consumables 13,324 19,907 9,185 1 1
Manufacturing work in process 1,823 3,723 1,224 - -
Finished products and goods for resale 1,972 4,499 5,728 2 3
Contract work in process 13,398 17,771 13,653 9 5
Less advances from customers (4,816) (1,967) (4,880) 9) )
Inventories, net 25,701 43,933 24,910 3 2

Note 11. Accountsreceivable - trade

(in SEK million) Consolidated Parent company
1999 2000 2001 2000 2001
Notesand accountsreceivable 65,658 76,921 56,561 - 753
Receivables from associated companies 204 288 675 102 52
Total T 6582 77200 T 57236 102 805

Allowances for doubtful accounts amounting to SEK 2,655 million (2000-SEK 2,014 million, 1999- SEK
2,550 million) and SEK 276 million (SEK 275 million in 2000) in the Parent company, which has reduced the

amounts shown above, include amounts for estimated losses based on commercia risk evaluations. Retention
receivables, recognized as revenue was SEK 6,924 million at December 31, 2001.

Note 12. Receivables and payables— subsidiaries

Parent company

(in SEK million) 2000 2001
Long Term Receivables*

FinanCial FECEIVAIIES. ........ccoiiiiiii et e e et e e e et e e e e sabeeeeeeanes 22,682 29,673
Current Receivables

COMMEICIAl FECEIVADIES........oeieieeiee ettt e e etee e e e e e e et e e e e eaateeeesnteeeeesraeeeeans 1,548 2,218
FinanCial rECEIVADIES. ........ccoiiiiiii e e e e e e et e e e e saae e e e aaanes 34,209 52,277
TOLAl oottt ettt ettt a e e e e e ehe e e atte e e beeeabeeeatae e e beeeabeeeataeeebeeearaeearraean 35,757 54,495
Long Term Liabilities*

FinanCial HabilitiES......cccuviee ettt e e et ae e e e e bre e e e e satee e e e sabeeeeeanees 13,345 45574
Current Liabilities

ComMMENCIal HAaDIlTIES ....ccvviee ettt e e e e e et e e e e eare e e e e ateeeeeetaeeaeens 648 381
FinanCial HabilitiES.......cuveee et e e e e e e e e e s et e e e e e snta e e e e snaneeeeannes 44,712 56,995
17 PSSO 45,360 57,376

*Including non-interest bearing receivables and liabilities, net, amounting to SEK -17,212 million SEK 6,224 million in 2000). Interest-free transactions
involving current receivables and liabilities may also arise at times.

Note 13. Other receivables

(in SEK million) Consolidated Parent company
1999 2000 2001 2000 2001

Receivables from associated companies 1,039 507 176 2,163 2,564
Prepaid expenses 3,231 4,790 3,389 404 716
Accrued revenues 3,083 5,124 5,824 437 598
Advance paymentsto suppliers 887 1,440 603 - -
Deferred tax assets 3,457 6,561 11,328 469 771
Other 18,558 23,280 17,851 6,644 5,588
Tota 30,255 41,702 39,171 10,117 10,237
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Note 14.Stockholders' equity
Capital stock 1999

Capital stock at December 31, 1999, consisted of the following:

Parent company Number of shares Agoregate
outstanding par value

A shares (par value SEK 2.50).........ccccueieiiiiiiiiiisiie e 164,054,660 410

B shares (par value SEK 2.50)........cccririiriieieieniesie ettt 1,793,083,861 4,483
1,957,138,521 4,893

In 1999, the capital stock of the Company consisted of two classes: Class A shares (par value SEK 2.50)
and Class B shares (par value SEK 2.50). Both classes have the same rights of participation in the net assets and
earnings of the Company. Class A shares, however, are entitled to one vote per share while Class B shares are
entitled to one thousandth of one vote per share.

Reserves not available for distribution

In accordance with statutory requirements in Sweden and certain other countries in which the Company is
operating, restricted reserves, not available for distribution, are reported.

According to the Swedish Annual Accounts Act, tangible and financial assets may be revalued, provided
they have areliable and lasting value significantly greater than book value. Revaluation amounts must either be used
for stock issue/stock split or be appropriated to a revaluation reserve. When assets are sold or discarded, the
revaluation reserve shall be reduced correspondingly.

Cumulativetransation adjustments (SEK m.) 1999
Opening balanCe.........cceeiiiiie e 288
Changesin cumulative trandation adjustments.............ccoceeevveenne (2,403)
CloSING BAANCE ......viieieieiice e (2,115)

Changes in cumulative translation adjustments include: change in cumulative translation adjustments
(including goodwill) in Brazil of SEK —2,622 million; change regarding recalculation of goodwill in local currency
(excluding goodwill in Brazil) of SEK 393 million; net gain/loss (-) from hedging of investments in foreign
subsidiaries of SEK 38 million (SEK —77 million in 1998) and SEK 1 million (SEK 94 million in 1998) from
sold/liquidated companies.

Currency gains/losses resulting from translation of financial statements of integrated companies are
included in the following itemsin the consolidated income statement:

(in SEK million) 1999
COSt O SAIES ...t 65
Financial INCOME .........ooiiiiiiiiie e (11)
TAKES. ettt e e ?3)
TOAl et 51
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Changesin stockholders' equity

Equity Other Non-

) proportion restricted Restricted restricted

Consolidated Capital stock reserve reserves equity equity Total
(in SEK million)

January 11999 4,878 365 27,688 32,931 30,181 63,112
Conversion of debentures 15 - 269 284 - 284
Capital discount - - W @) - @
Proceeds from unclaimed stock
dividend shares - - 1 1 - 1
Dividends paid - - - - (3,905) (3,905)
Revaluation of fixed assets - - (36) (36) - (36)
Transfer between non-
restricted and restricted
reserves - a7) 6,758 6,741 (6,741) -
Changes in cumulative
translation adjustments - - (2,403) (2,403) - (2,403)
Net income 1999 - - - - 12,130 12,130
December 31, 1999 4,893 348 32,270 37,511 31,665 69,176

Of retained earnings, SEK 65 million will be appropriated to reserves not available for distribution, in
accordance with the proposals of the respective companies boards of directors. In evaluating the consolidated
financial position, it should be noted that earnings in foreign companies may be subject to taxation when transferred

to Sweden and that, in some instances, such transfers of earnings may be limited by currency restrictions.

Consolidated unrestricted retained earnings are translated at the year-end exchange rate. Cumulative

translation adjustments have been distributed among unrestricted and restricted stockholders’ equity.

Share Total Other Non
Capital premium Revaluation Statutory  restricted  Disposition retained restricted
Parent company stock reserve! reserve reserve equity reserve earnings equity Total
(in SEK million)
January 1, 1999 4,878 1,687 95 9,680 16,340 100 14,464 14,564 30,904
Conversion of debentures 15 269 - - 284 - - - 284
Capital discount (15) (15) (15)
Reversal of revaluation
reserve (75) (75) 75 75
Proceeds from unclaimed
stock dividend shares 1 1 - - 1
Dividends paid - - (3,905) (3,905)  (3,905)
Net income 1999 - - - - - 5,566 5,566 5,566
December 31, 1999 4,893 1,941 20 9,681 16,535 100 16,200 16,300 32,835
1 1996 and prior years' share premium isincluded in Statutory reserve.
Capital stock 2000
Capital stock at December 31, 2000, consisted of the following:
Parent company Number of shares Agoregate
outstanding par value
A shares (par value SEK 1.00)........couueiririeeriienee et 656,218,640 656
B shares (par value SEK 1.00).......ccccuetirireeiieniieeeiieeesiteesieesieeesreesveeseee e 7,254,116,972 7,254
7,910,335,612 7,910

The capital stock of the Company is divided into two classes: Class A shares (par value SEK 1.00) and
Both classes have the same rights of participation in the net assets and
earnings of the Company. Class A shares, however, are entitled to one vote per share while Class B shares are

Class B shares (par value SEK 1.00).

entitled to one thousandth of one vote per share.

During 2000, 1,804,000 of the above stated Ericsson B shares were repurchased by the Parent Company.

F-31



Cumulative trandation adjustments (inSEK million) 2000

Opening BalanCe..........cocuiriiiiiie (2,115)
Changesin cumulative trandation adjustments... 1,975
ClosiNg BABNCE ......oviiiiieccc e (140)

Changes in cumulative translation adjustments include: changes regarding recalculation of goodwill in
local currency of SEK 779 million (SEK 393 million in 1999); net gain/loss (-) from hedging of investments in

foreign subsidiaries of SEK -360 million (SEK 38 million in 1999) and SEK 9 million (SEK 1 million in 1999) from
sold/liquidated companies.

Currency gains/losses resulting from translation of financial statements of integrated companies are
included in the following itemsin the consolidated income statement:

(in SEK million) 2000

165

(41)

1

125

Changesin stockholders’ equity
Equity Other Total Non-
) proportion restricted restricted restricted
Consolidated Capital stock resrve reserves equity equity Total
(in SEK million)

January 1, 2000 4,893 348 32,270 37,511 31,665 69,176
Repurchase of own stock - - - - (386) (386)
Stock dividend 2,941 - (2,941 - - 0
Conversion of debentures 76 - 1,839 1,915 - 1,915
Capital discount - - (105) (105) - (105)
Proceeds from unclaimed stock
dividend shares - - 1 1 - 1
Dividends paid - - - - (3,919) (3,919)
Gains on sale of own options
and convertible debentures - - - - 2,018 2,018
Revaluation of fixed assets - - @) (7 - (@)
Transfer between non-
restricted and restricted
reserves - 99 (879) (780) 780 0
Changes in cumulative -
tranglation adjustments - 1,975 1,975 - 1,975
Net income 2000 - - - - 21,018 21,018
December 31, 2000 7,910 447 32,153 40,510 51,176 91,686

Of retained earnings, SEK 86 million was appropriated to reserves not available for distribution, in
accordance with the proposals of the respective companies boards of directors. In evaluating the consolidated

financial position, it should be noted that earnings in foreign companies may be subject to taxation when transferred
to Sweden and, in some instances, such transfers of earnings may be limited by currency restrictions.

Consolidated unrestricted retained earnings are translated at the year-end exchange rate. Cumulative
translation adjustments have been distributed among unrestricted and restricted stockholders’ equity.
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Share Total Other Non

Capital premium  Revaluation  Statutory restricted  Disposition retained  restricted
Parent company stock reserve® reserve reserve equity reserve earnings equity Total
(in SEK million)

January 1, 2000 4,893 1,941 20 9,681 16,535 100 16,200 16,300 32,835
Repurchase of own stock - - - - - (386) (386) (386)
Stock dividend 2,941 - (2,941) - - - - 0
Conversion of debentures 76 1,839 - - 1,915 - - - 1,915
Capital discount - (95) - - (95) - - - (95)
Proceeds form unclaimed

stock dividend shares - - - 1 1 - - - 1
Dividends paid - - - - - - (3,919) (3,919)  (3,919)
Net income 2000 - - - - - 9,133 9,133 9,133
December 31, 2000 7,910 3,685 20 6,741 18,356 100 21,028 21,128 39,484

1 1996 and prior years share premium isincluded in Statutory reserve.

Capital stock 2001

Capital stock at December 31, 2001, consisted of the following:

Parent company Number of shares Aggregate
outstanding par value

A shares (par value SEK 1.00).......ccerurirrierierieniesiesiesiesesee e see e sneas 656,218,640 656

B shares (par value SEK 1.00).......ccccuetirireerieerieeeiieeeniieesbeesieeesre e e seee e 7,409,285,367 7,410
8,065,504,007 8,066

The capital stock of the Company is divided into two classes: Class A shares (par value SEK 1.00) and
Class B shares (par value SEK 1.00). Both classes have the same rights of participation in the net assets and earnings
of the Company. Class A shares, however, are entitled to one vote per share while Class B shares are entitled to one
thousandth of one vote per share.

During the year 155,000,000 of the above stated Ericsson B shares have been repurchased by the Parent
company. The total number of treasury stock at December 31, 2001 is 156,804,000.

Cumulativetrandation adjustments (SEK million) 2001
Opening BalanCe..........eeeiiiiiiie e (140)
Changesin cumulative trandation adjustments..............cccceevveenee. 2,110
CloSING BAANCE ... 1,970

Changes in cumulative translation adjustments include: changes regarding recalculation of goodwill in
local currency of SEK 996 million (SEK 779 million in 2000); net gain/loss (-) from hedging of investments in
foreign subsidiaries of SEK -600 million (SEK -360 million in 2000) and SEK 5 million (SEK 9 million in 2000)
from sold/liquidated companies.

Currency gaing/losses resulting from translation of financial statements of integrated companies are
included in the following itemsin the consolidated income statement:

(in SEK million) 2001
134
28

9
171




Changesin stockholders' equity

Consolidated Equity Other Total Non-

proportion restricted restricted restricted
(in SEK million) Capital stock resrve reserves equity equity Total
January 1, 2001 7,910 447 32,153 40,510 51,176 91,686
Stock issue 155 - - 155 - 155
Repurchase of own stock - - - - (156) (156)
Conversion of debentures 1 - 10 11 - 11
Capital discount - - Q) @ - @
Dividends paid - - - - (3,954) (3,954)
Transfer between non- - 44 (5,170) (5,126) 5,126 -
restricted and restricted
reserves
Changes in cumulative - - 2,110 2,110 - 2,110
translation adjustments
Net income 2001 - - - - (21,264) (21,264)
December 31, 2001 8,066 491 29,102 37,659 30,928 68,587

Of retained earnings, SEK 52 million will be appropriated to reserves not available for distribution, in
accordance with the proposals of the respective companies' boards of directors. In evaluating the consolidated
financial position, it should be noted that earnings in foreign companies may be subject to taxation when transferred
to Sweden and, in some instances, such transfers of earnings may be limited by currency restrictions. Consolidated

unrestricted retained earnings are translated at the year-end exchange rate. Cumulative translation adjustments have
been distributed among unrestricted and restricted stockholders’ equity.

Parent company Share Total Other Non

Capital premium Revaluation Statutory  restricted  Disposition retained restricted
(in SEK million) stock reserve reserve reserve equity reserve earnings equity Total
January 1, 2001 7,910 3,685 20 6,741 18,356 100 21,028 21,128 39,484
Adjustment dueto changein
accounting principles 1,0172 1,017 1,017
Opening balance adjusted to
RR09 7,910 3,685 20 6,741 18,356 100 22,045 22,145 40,501
Stock issue 155 - - 155 - - - 155
Repurchase of own stock - - - (156) (156) (156)
Conversion of debentures 1 10 11 - - 11
Capital discount (0] [€0)] - - (€]
Dividends paid - - (3,954) (3,954) (3,954)
Net income 2001 - - - - - - (4,746) (4,746) (4,746)
December 31, 2001 8,066 3,694 20 6,741 18,521 100 13,189 13,289 31,810

_—

1996 and prior years' share premium isincluded in Statutory reserve.

2

Opening balance is adjusted according to RR9 - Income taxes. See Accounting Principles and Notes.

In the Income Statement for 2000, income taxes for the year increased by SEK 113 million to SEK 784

million. In the Balance Sheet for 2000, other long-term receivables increased by SEK 548 million to SEK 1,918
million and other short-term receivables increased by SEK 469 million to SEK 10,117 million.
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Note 15. Untaxed reserves

Parent company
Appropriations/

(in SEK million) Jan.1 withdrawal s(-) Dec. 31
Accumulated depreciation in excess of plan

Intangible assets 11 16 27
Tangible assets 38 (20) 18
Total accumulated depreciation in excess of plan 49 (@) 45
Other Untaxed Reserves

Reserve for doubtful receivables 3,020 247 3,267
Income deferral reserve 2,193 (1,419 774
Total other untaxed reserves 5,213 (1,172) 4,041
Total Untaxed Reserves 5,262 (1,276) 4,086

Swedish GAAP and tax regulations require a company to report certain differences between the tax basis
and book value as an untaxed reserve in the balance sheet of the stand-alone financial statements. Changes to these
reserves are reported as an appropriation to untaxed reserves in the income statements.

Changes in other untaxed reserves in the Parent company in 2000 consist of the following: withdrawal of
tax egualization reserve, SEK 127 million GEK 127 million in 1999); appropriations to reserve for doubtful
receivables, SEK 389 million (SEK -2,289 million in 1999) and allocation to income deferral reserve SEK 446
million (SEK 529 million in 1999). Deferred tax liability, not accounted for, on untaxed reserves, amounts to SEK
1,144 million in 2001, SEK 1,473 million 2000 and SEK 1,514 million 1999.

Note 16. Provisions

(in SEK million) Consolidated Parent company
1999 2000 2001 2000 2001
Pensions and similar commitment 8,398 9,318 10,104 943 889
Deferred taxes 1,401 3,295 2,009 - -
Warranty commitments 3,607 4,432 4,435 - -
Restructuring - 3,378 7,075 - 47
Other provisions 8,492 6,317 9,312 1,890 4,119
Total 21,898 26,740 32,935 2,833 5,055

The pension liabilities include the Parent company’s and other Swedish companies obligations in the
amount of SEK 7,459 million (SEK 7,344 million in 2000, SEK 6,483 million in 1999) in accordance with an
agreement with the Pension Registration Institute (PRI), which are covered by a Swedish law on safeguarding of
pension commitments. The Parent company’s pension liabilities include an obligation in the amount of SEK 532
million (SEK 634 million in 2000) in accordance with an agreement with PRI.

Other provisions include amounts for risks regarding off-balance sheet customer financing, patent disputes
and changes in technique and markets.

Note 17. Long-term liabilities

(in SEK million) Consolidated Parent company

1999 2000 2001 2000 2001
Notes and bond loans (maturing 2003-2009) 17,486 15,884 41,656 15,884 41,656
Convertible debentures (maturing 2003) 5,453 4,346 4,437 4,346 4,437
Liabilitiesto financial institutions 6,966 7,958 7,906 322 272
Liabilitiesto subsidiaries - - - 13,345 45574
Other 833 744 887 37 128
Total 30,738 28,932 54,886 33,934 92,067




Long-term liabilities maturing more than five years after the balance sheet date:

(in SEK million) Consolidated 2001 Parent company 2001
Notes and bond loans and liabilities to financial institutions 9,274 8,873
Other 452 -
Total 9,726 8,873

Of the long-term loans, SEK 22,181 million (note issuances of EUR 2,000 million and GBP 224 million
pursuant to our Euro Medium Term Note program) have interest rates linked to the company’s credit rating. The
interest rate will increase/decrease 0.25 percent per annum for each rating notch per rating agency (Standard &
Poor’s and Moody’ s) by which either or both have publicly announced a rating decrease/increase of the company’s
credit rating below BBB+/Baal. The interest rate applicable to these bond issues can not be less than the initial
interest rate in the loan agreement.

The Parent company has one convertible debenture loan outstanding. The loan, in the amount of SEK 6,000
million, was issued in 1997. Of the total amount, convertible debentures amounting to SEK 4,859 million were sold
to Ericsson employees, and SEK 1,141 million were sold to our wholly owned subsidiary AB Aulis in 2000 and in
the same year, Aulis’ debentures were converted to shares and sold externally. The debentures which bear interest at
12 months STIBOR® less 1.5 percent, are convertible to B shares from November 19, 1999, up to and including May
30, 2003. After the stock dividend and split in 2000, the conversion price isSEK 59 per share.

In the 1997 consolidated accounts, a capital discount amounting to SEK 816 million was calculated, based
on amarket interest rate of 6.87 percent. The capital discount was credited to the Statutory reserve as an addition to
capital in the consolidated financial statements as well as in the Parent company (Share premium reserve) in
accordance with the Swedish Financial Accounting Standards Council’s recommendation RR03. The capital
discount is charged to income asinterest expense during the period of the loan.

During 2001, debentures in the amount of SEK 10 million were converted to 168,395 B shares. A
conversion of all outstanding debentures would increase the number of shares with 76,454,504.

1  StockholmInterbank Offered Rate
Note 18. Current liabilitiesto financial institutions and unused lines of credit

Liabilities to financial institutions consist of bank overdrafts, bank loans and other short-term financial
loans. Unused portions of short-term lines of credit for the Company amounted to SEK 11,183 million of which
were for the Parent company SEK 4,456 million. In addition, the Parent company had unused long-term lines of
credit amounting to SEK 17,005 million and unutilized commercial paper- and medium term note programs
amounting to SEK 38,572 million. Of total unused lines of credit of SEK 28,188 million, SEK 10,124 million had
conditions linked to the Group’s credit rating. The Company entered into a euro 400 million (SEK 3.7 billion) credit
facility with the European Investment Bank in October 2001, but after the Company’s credit rating was lowered to
Baa2 by Moody’ sin February 2002, thisfacility is no longer available to the Company.

Note 19. Other current liabilities

(in SEK million) Consolidated Parent company

1999 2000 2001 2000 2001
Liabilities to associated companies 823 137 1,077 257 256
Accrued expenses 27,328 33,922 32,189 716 1,876
Prepaid revenues 966 842 1,208 - 469
Other short term liahilities 13,428 14,291 12,026 2,806 2,190
Total 42,575 49,192 45,600 3,779 4,791

F-36



Note 20. Assets pledged as collateral

Consolidated

(in SEK million) 1999 2000 2001
Real estate mortgages 36 24 60
Chattel mortgage - - 1
Bank deposits 1,824 1,998 3,007
Other 5,035 7,338 7,789
Total 6,895 9,860 10,857
Parent company

(in SEK million) 2000 2001
Bank deposits 298 1,281
Other 24 212
Total 322 1,493

At December 31, 2001, the Parent company had no pledged assets in favor of subsidiaries. However, under
certain conditions, it may pledge collateral for certain subsidiaries' pension obligations.

Note 21. Contingent liabilities

(in SEK million) Consolidated Parent company
1999 2000 2001 2000 2001
Guaranteesfor
customer financing 4,510 3,981 10,620 5,802 13,854
accounts receivable 1,104 1,607 - - -
Other contingent liabilities 1,526 2,026 1,679 7,604 9,743
Total 7,140 7,614 12,299 13,406 23,597

Of the guarantees assumed by the Parent company, SEK 9,529 million in 2001 and SEK 6,608 million in
2000 are related to subsidiaries.

Note 22. Statement of Cash Flows

Consolidated

Interest paid in 2001 was SEK 3,822 million (SEK 3,763 million in 2000; SEK 2,719 million in 1999) and
interest received was SEK 3,659 million (SEK 3,728 million in 2000; SEK 2,001 million in 1999). Income taxes
paid were SEK 4,873 million (SEK 5,780 million in 2000; SEK 5,563 million in 1999).

Non-cash transaction under “Cash flow from operating activities” not reported separately is current year
increase in pension liabilities of SEK 786 million (SEK 920 million in 2000; SEK 342 million in 1999).

Acquisitions/sales of other investments

Consolidated

(in SEK million) 1999 2000 2001
Purchase price for acquired subsidiaries (5,312 (2,264) -
Cash in acquired subSIdIaries...........oovveeiieeeiieeiieene 62 35 -
Other aCqUISITIONS.......coviiiiiiiiieiieeeee e (592) (969) (3,998)
S [ SRR PP 1,074 25,841 9,391
ACQUISITIONS/SAIES, NEL ..o (4,768) 22,643 5,393
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“Cash flow from investing activities’ includes the following major items:

Consolidated
(in SEK million) o
Investment in Sony Ericsson joint venture (2,800)
Proceeds from sales of:
Shares in Juniper Networks 5,500
Enterprise distribution 3,400
Real estate 4,700
PC and test equipment 2,100

Parent company

Interest paid in 2001 was SEK 3,323 million (SEK 1,178 million in 2000) and interest received was SEK
5,487 million (SEK 1,854 million in 2000). Income taxes paid were SEK 93 million (SEK 356 million in 2000).

Magjor non-cash itemsin Investments are:

Acquisitions/sales of other investments, net in 2001 with SEK 21,603 million, (SEK 5,504 million in 2000
and SEK 26 million in 1999).

Specification of net change in cash attributable to cancellation of the commission agreement with Ericsson
Telecom AB as of January 1, 2000. The change in cash, amounting to (SEK -12 million), is shown in year 2000 as
Acquisitions/sales of other investments, net.

(in SEK million)

INVENEOMTES. ... 947
Customer financing, accounts receivable - trade and other operating assets.............ccc....... 5,291
Provisions and other operating l1abilitieS.........cccviiiiiiiieeie e (5,192)
SAlES O tANGIDI@ BSSELS .. ...ttt 391
LENTING, NEL ...ttt ettt e b et e tre e (20,897)
Proceeds from issuance of other long-term debt ..........ooceeiiiiiiiiiii e 9,456
INVESIMENES, OLNEY ... e 8
NEL ChaNGE IN CBSN ...t bbb (12)

Note 23. Leasing
Leasing obligations

Assets under financial leases, recorded as tangible assets, consist of:

Financial leases (in SEK million) 1999 2000 2001
Acquisition costs
Land and buildings 291 193 -
Machinery 26 26 182
Other equipment 215 410 1,284
532 629 1,466
Accumulated depreciation
Land and buildings 141 58 -
Machinery 26 26 24
Other equipment 71 184 263
238 268 287
Net carrying value 294 361 1,179
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At December 31, 2001, future payment obligations for |eases were distributed as follows:

Consolidated
(in SEK million) Financial leases Operating leases
2 8,188 3,594
2003 62 3,286
2004 4 2,394
2005 - 2,099
2006 - 1,956
2007 and later 6 9,177
8,260 22,506

Expenses for the year 2001 for leasing of assets were SEK 3,406 million (SEK 2,594 million in 2000; SEK

1,291 million), of which variable cost was SEK 203 million in 2000; (SEK 208 million in 2000; SEK 86 million in
1999).

The company sold certain assets relating to test plant equipment for software testing in Sweden and the US
for SEK 7,897 million in December 2001. The assets were leased back from the purchaser for a period of one year.
A residual value guarantee of SEK 6,753 million is included in minimum lease payments for 2002 as is interest
charges of SEK 229 million.

This transaction is being accounted for as a financial (capital) lease in the consolidated accounts, which
means that no capital gain is reported with the financial |ease being reported net of such gain. In the Parent company
accounts, this transaction is accounted for as an operating lease. The lease contains various options including
purchase options at amounts approximating fair market value at any time during the term of the lease. The Company
has in January 2002 made a deposit of SEK 5,516 million to secure certain obligations under the lease.

At December 31, 2001, future payment obligations for leases for the Parent company were distributed as
follows:

Parent company

(in SEK million) Financial leases Operating leases
2002 - 9,732
2003 - 1,871
2004 - 1,464
2005 - 1,211
2006 - 1,065
2007 and later - 5222

20,565

Leasing income

Some consolidated companies lease equipment, mainly telephone exchanges, to customers. These leasing
contracts vary in length from 1 to 8 years.

The acquisition value of assets leased to others under Operating leases amounted to SEK 1,107 million at
December 31, 2001 (SEK 1,362 million in 2000; SEK 828 million in 1999). Accumulated depreciation amounted to
SEK 534 million and net investments to SEK 573 million at December 31, 2001 (SEK 578 million and SEK 784
million respectively in 2000; SEK 484 million and SEK 344 million respectively in 1999).

Net investment in Sales-type leases and Financial leases amounted to SEK 1,425 million at December 31,
2001 (SEK 1,304 million in 2000; SEK 237 million in 1999).
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At December 31, 2001 future payments receivable for |eased equipment are distributed as follows:

Consolidated

(in SEK million) Sales-typeand Financial leases Operatingleases
2002 412 19
2003 337 18
2004 319 18
2005 1 -
2006 5 -
Net investment 1,074 55

Parent company

Financial leases

Operating leases

(in SEK million)

2002 8,323
2003 278
2004 34
Net investment 8,635

The Parent company’ s operating lease income refers mainly to |ease of testplant equipmentsto subsidiaries.
Note 24. Reconciliation to accounting principles generally accepted in the US

Elements of the Company’s accounting principles which differ significantly from generally accepted
accounting principlesin the United States (US GAAP) are described below:

A. Capitalization of software development costs

In accordance with Swedish accounting principles, software development costs are charged against income
when incurred. The Company practices US GAAP SFAS 86 “Accounting for the Cost of Computer Software to be
Sold, Leased or Otherwise Marketed” and effective 1999, it has adopted SOP 98-1, “Accounting for the costs of
Computer Software Developed or Obtained for Internal use’. According to SFAS 86, development costs are
capitalized after the product involved has reached a certain degree of technological feasibility. Capitalization ceases
and amortization begins when the product is ready for its intended use. The company has adopted an amortization
period for capitalized software to be sold of three years and for capitalized software for internal use of three to five
years.

Development costs for softwareto be sold 1999 2000 2001

(in SEK million)

Capitalization 7,898 10,349 7,001

Amortization (4,460) (6,664) (7,661)

Write-downs (989) - (1,214)
2,449 3,685 (1,784)

Write-downs of previously capitalized software costs amounting to SEK 1,214 million was made in 2001

as a result of product reviews. The write-down in 1999 was made since one project was reclassified to non-
commercial.

Development costsfor softwarefor internal use

(in SEK million) 1999 2000 2001
Capitalization 1,463 990 993
Amortization (152) (542) (1,344)

1311 448 (351)

Amortization of previously capitalized software costs amounting to SEK 1,344 million was made in 2001.
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B. Capital discount on convertible debentures

In accordance with Swedish accounting principles, the 1997/2003 convertible debenture loan and its
nominal interest payments are valued at present value, based on market interest rate. The difference from the
nominal amount, the capital discount, is credited directly to equity. (Please refer to Note 17 for details.) In
accordance with US GAAP, convertible debenture loans are reported as liabilities at nominal value. When
calculating income and equity in accordance with US GAAP, the effects of the capital discount are reversed.

C. Restructuring costs

The rules for providing for payroll related expenses are stricter according to US GAAP. For termination
benefits, US GAAP requires for aliability to be recognized that prior to the date of the final financial statements, the
arrangements be communicated to employees. Thereis no such requirement under Swedish GAAP.

D. Pensions

The Company participates in several pension plans, which in principle cover all employees of its Swedish
operations as well as certain employeesin foreign subsidiaries. The Swedish plans are administered by an institution
jointly established for Swedish industry (PRI) in which most companies in Sweden participate. The level of benefits
and actuarial assumptions are established by thisinstitution and, accordingly, the Company may not change these.

Effective 1989, the Company adopted SFAS 87, Employer’s Accounting for Pensions, when calculating income
according to US GAAP. The effects for the Company of using this recommendation principally relate to the
actuarial assumptions, and that the calculation of the obligation should reflect future compensation levels. The
difference relative to pension liabilities already booked at the introduction in 1989 is distributed over the estimated
remaining service period.

E. Pension premium refund

In 2000, Alecta (former SPP), a Swedish insurance company, announced a refund of pension premiums
paid, of which a portion was refunded during the year. In accordance with Swedish accounting practice, the total
refund was credited to income. In accordance with US GAAP, only the amount Alecta actually paid is credited to
income.

During 2001 the Company has received the major part of the portion not refunded in 2000. In accordance
with US GAAP, thisamount is credited to income.

F. Sale-leaseback of property

During 2000 and 2001, the Company sold real and personal property which was leased back to subsidiaries
and treated as an operating lease. In Sweden, the gain on sale of property is credited to income, if the rent to be paid
isin par with market price. In accordance with US GAAP, the part of the gain exceeding present value of future
lease payments is credited to income when occurred. The remaining part is distributed during the lease period.

G. Hedge accounting

The Company adopted SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as
amended, on January 1, 2001, for calculating income and equity according to US GAAP. SFAS 133 requires
Ericsson to recognize all derivatives as either assets or liabilities measured at fair value. Adoption of SFAS 133
resulted in a cumulative after tax increase in net income of SEK 421 million and a decrease in other comprehensive
income of SEK 1,665 million on January 1, 2001.

Under SFAS 133 for qualifying derivatives designated as a cash flow hedge the gain or loss is reported in
other comprehensive income and effects net income first when the hedged exposure also affects this income. The
ineffective portion of the gain and loss affects net income immediately.

According to Swedish accounting practice forward currency exchange contracts and options, which are
used to hedge firm commitments and budgeted cash flows regarding sales and purchases, are both accounted for as
hedges. Consequently, they are valued in a manner reflecting the accounting for the hedged position and are not
valued at market.
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According to US GAAP valid for 2000 and 1999, contracts and options not related to firm commitments
are valued at market.

H. Other

I n-process research and development

Under US GAAP, acquired technology, including in-process research and development is to be charged to

expenses if this technology has not reached technological feasibility and has no alternative use. Under Swedish
GAAP, acquired technology is amortized to income over its expected economic life.

Revaluation of assets

Certain tangible assets have been revalued at amounts in excess of cost. Under certain conditions, this
procedure is allowed in accordance with Swedish accounting practice. Revaluation of assets in the primary financial

statements is not permitted under US GAAP. Depreciation charges relating to such items have been reversed to
income.

Capitalization of interest expenses

In accordance with Swedish accounting practice, the Company has expensed interest costs incurred in
connection with the financing of expenditures for construction of tangible assets. Such costs are to be capitalized in
accordance with US GAAP, and depreciated as the assets concerned. Capitalization amounting to SEK 64 million
(SEK 88 million in 2000; SEK 81 million in 1999) has increased income, and amortization amounting to SEK 64
million (SEK 79 million in 2000; SEK 151 million in 1999) was charged against income for the period when
calculating income in accordance with US GAAP.

l. Deferred | ncome Taxes

Deferred tax is calculated on al US GAAP adjustments to income, and the US GAAP balance sheet
reflects the gross recognition of deferred tax assets and liabilities.

J. Adjustment of Net Income
Application of US GAAP as described above would have had the following effects on consolidated net

income. It should be noted that, in arriving at the individual items increasing or decreasing reported net income,
consideration has been given to the effect of minority interests.

Adjustment of Net Income (l0ss)

(in SEK million, except per share data) 1999 2000 2001
Itemsincreasing reported net income (10ss)
Pensions (416) (146) 197
Pension premium refund - (856) 809
Capital discount on convertible debentures 116 147 116
Other 1,194 371 129
Deferred income taxes (1,251) (2,005) 2,014
(357) (2,489) 3,265
Items decreasing reported net income (10ss)
Capitalization of software development costs
to be sold 2,449 3,685 (1,784)
for internal use 1,311 448 (352)
Sale-leaseback - (1,361) (815)
Restructuring costs 400 2,700 (1,642
Hedge accounting (694) (608) (2,233)
3,466 4,864 (6,825)
Net increase/decrease in net income (10ss) 3,109 2,375 (3,560)
Net income (loss) as reported in the
consolidated income statement 12,130 21,018 (21,264)
Net income (loss) per USGAAP before
cumulativeeffect of accounting change 15,239 23,393 (24,824)

Earnings (loss) per share per US GAAP,
diluted before cumulative effect of change of
accounting principle 1.92 2.94 (3.14)*
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Cumulative effect of accounting change, net of - - 421
taxes

Net income (loss) per USGAAP after
cumulativeeffect of accounting change 15,239 23,393 (24,403)
Reported earnings (10ss) per share, diluted 1.54 2.65 (2.69)*

Earnings (l0ss) per share per US GAAP,
diluted, after cumulative effect of accounting

change 1.92 294 (3.09)*
* Potential ordinary shares are not considered when their conversion to ordinary shares would increase earnings per share.
K. Unrealized gains and losses on securities available-for-sale

In accordance with Swedish accounting principles investments are valued at lower of cost and market.
Under US GAAP securities available for sale that have readily determinable fair values shall be measured at fair

value in accordance with SFAS 115 “Accounting for Certain Investmentsin Debt and Equity Securities’. Unrealized
gains and losses shall be included in other comprehensiveincome.

L. Accounts and customer financing receivables and related borrowings

Under Swedish GAAP, financial assets and liabilities are reported net when a legally enforceable right for
offset exists and there is an intent to settle on a net basis or to realize the asset and settle the liability at the same
time. Under US GAAP, the accounting for the offset of amounts related to these contracts is not applicable and
consequently, for US GAAP purposes, the Company reported additional accounts receivable and customer financing
balances, and borrowings of SEK 3,781 million as of December 31, 2001.

At December 31, 2000 an amount of SEK 1,067 million was reclassified as an asset and as a borrowing for

US GAAP purposes since the transfer of accounts receivable did not meet the requirements of US GAAP for sale
recognition.

M. Comprehensiveincome

The Company has adopted SFAS 130, “Reporting Comprehensive Income”. Comprehensive income
includes net income (loss) and other changes in equity, except those resulting from transactions with owners.

Comprehensive net income (loss) (in SEK million) 1999 2000 2001
Net income (loss) in accordance with US GAAP 15,239 23,393 (24,403)
Other comprehensiveincome (10ss)

Trandation adjustments (2,442) 2,326 2,710
Trandlation adjustments for sold/liquidated companies 1 9 5
Net gain on cash flow hedges - - 2,096
Hedging for investments 53 (500) (833)
Unrealized gains and losses on securities available-for-

sde 8,527 (1,847) (6,424)
Minimum pension liability 47) 25 (392
Deferred income taxes (2,403) 657 1,445
Cumulative effect of accounting change, net (see G) - - (1,665)
Total other comprehensive income (10ss) 3,689 670 (3,058)
Comprehensive income (loss) in accordance with US

GAAP 18,928 24,063 (27,461)

Adjustment of Stockholders' Equity
Increases

Capitalization of software
development costs

to be sold 13,193 16,878 15,004
for internal use 1,311 1,759 1,408
Unrealized gains and losses on
available-for-sale securities 8,527 6,680 255
Pensions 422 300 99
Capitalization of interest, net
after cumulative depreciation 202 211 211
Restructuring costs 400 3,100 1,458
24,055 28,928 18,525
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Reductions
Capital discount on

convertible debentures (566) (419) (303)
Pension refund - (856) (47
Sde-leaseback - (1,361) (2,176)
Deferred income taxes (6,731) (8,197) (4,487)
Hedging 276 (332 (2,296)
Other (594) (232) (102
7,615 11,397 (9,311)
Adjustment of stockholders
equity, net 16,440 17,531 9,214
Reported stockholders' equity 69,176 91,686 68,587
Stockholders Equity according to USGAAP 85,616 109,217 77,801
Adjustment of certain balance sheet items according to US GAAP
(in SEK million) Asper reported SwedishGAAP Balance Asper USGAAP
Sheet
Dec. 31, Dec 31, Dec 31, Dec. 31, Dec 31, Dec 31,
1999 2000 2001 1999 2000 2001
Intangible assets 10,548 12,833 13,066 24,828 31,343 29,481
Tangible assets 24,974 23,104 16,641 24,799 23,201 16,862
Other investments 1,824 2,557 3,101 10,351 9,237 3,356
Long-term customer financing 10,561 13,583 7,933 10,561 13,583 10,651
Accounts receivable 65,862 77,209 57,236 65,862 78,816 58,299
Other receivables 30,255 41,702 39,171 32,161 42,539 39,124
Minority interest in equity 2,316 2,901 3,653 2,311 2,893 3,652
Provisions* 21,898 26,740 32,935 29,835 33,229 35,865
Convertible debentures 5453 4,347 4,437 6,019 4,765 4,740
Other current liabilities 42,575 49,192 45,600 42,175 52,492 51,060
Long-term liabilitiesto financial
institutions 6,966 7,957 7,906 6,966 7,957 10,624
* Of which short-term 12,824 14,576 20,306 14,682 15,315 20,245

The Swedish GAAP balance sheet, including the amounts in the above presentation, reflect the restatement
discussed under “ Accounting Principles, Restatement of financial statements’. For purposes of US GAAP the same
adjustments were made to appropriately consolidate finance entities that were not previously consolidated.

N. Statement of Cash Flows

The Company follows SFAS 95 when preparing the Statement of Cash Flows, except that it considers cash,
bank and short-term investments with due dates within 12 months as cash and cash equivalents, rather than within 3

months as required by SFAS 95. Applying this definition would mean following adjustments of reported cash, with
the offsetting difference reflected in cash flow from investing activities in the Statement of Cash Flows:

Consolidated

(in SEK million) 1999 2000 2001
Short term cash investments, cash anc

bank, as reported 29,969 35,771 68,924
Adjustment for items with maturity for 4-

12 months (9,731) (16,129) (28,182)
Cash and cash equivalents as per US

GAAP 20,238 19,642 40,742
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0. Stock compensation plan

The Company, as permitted under SFAS 123 “Accounting for Stock Based Compensation”, applies
Accounting Principles Board Opinion 25 (“APB 25") and related interpretations in accounting for its plans under US
GAAP. No compensation expense has been reflected in the consolidated income statement because no compensation
expense arises when the strike price of the employee’ s stock options equals the market val ue of the underlying stock
at grant date, as in the case of options granted to the employees.

If the Company had chosen to adopt the optional recognition provisions of SFAS 123 for its stock option

plans, net income (loss) and earnings (loss) per share in accordance with US GAAP would have been changed to the
pro formaamounts indicated below:

Consolidated

(in SEK million) 1999 2000 2001

Net income (loss)
Net income per US GAAP before
cumulative effect of accounting change

15,239 23,393 (24,824)
Net income, pro forma,
per US GAAP before cumulative effect
of accounting change 15,239 21,882 (26,165)
Earnings (loss) per share, diluted
Earnings (loss) per share per US GAAP
before cumulative effect of accounting
change 1.92 2.94 (3.19)*
Earnings (loss) per share, pro forma,
per US GAAP before cumulative effect
of accounting change 1.92 2.75 (3.31)*

* Potentia ordinary shares are not considered when their conversion toordinary shares would increase earnings per share.

The fair value of each option grant is estimated on the date of the grant, using the Black-Scholes option
pricing model with the following weighted-average assumptions:

1999 2000 2001

Expected dividend yield - 1.0% 0.6%
Expected volatility - 35.4% 40.2%
Risk-free interest rate - 6.0% 5.5%
Expected life of option(in years) - 31 48
Note 25. Tax assessment values (in Sweden)
(in SEK million) Consolidated Parent company

1999 2000 2001 2000 2001
Land and land improvement 385 50 24 28 24
Buildings 2,656 216 - 7 -

Note 26. Special information regarding the Parent company

Sales of the Parent company in 2001 were SEK 1,374 million (SEK 1,195 million in 2000), of which
exports accounted for 100 percent (100 percent also in 2000). Consolidated companies were customers for 0 percent
of the Parent company’s sales (0 percent also in 2000), while 53 percent (40 percent in 2000) of the Company’ s total
purchases of goods and services were from such companies.

The Parent company has guaranteed up to an amount of SEK 0.2 million for loans obtained by employees.
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Note 27. Average number of employees and remuneration in 2001, 2000 and 1999

Average number of employees

Consolidated 1999 2000 2001

Men Women Total Men Women Total Men Women Total
Europe*, Middle East and 51,716 20,196 71,912 48,648 19,175 67,823 48,714 18,428 67,142
Africa

North America.... 8,189 3,985 12,174 8,903 4,532 13,435 6,947 2,910 9,857
Latin America. 6,571 2,054 8,625 5,568 2,238 7,806 4,969 1,787 6,756
AsiaPacific 7,826 4,429 12,255 8,497 3,992 12,489 7,894 3,770 11,664
17— 74,302 30,664 104,966 71,616 29,937 101,553 68,524 26,895 95,419
*Of which Sweden...... 30,254 12,939 43,193 26,726 11,153 37,879 27,703 11,432 39,135
*Of which EU............... 47,368 18,868 66,236 44,164 17,685 61,849 44,144 16,982 61,126
Parent Company 2000 2001
Men Women Total Men  Women Total

Europe*, Middle East and Africa 972 435 1,407 1,237 516 1,753
Latin America 5 2 7 7 3 10
Total 977 437 1,414 1,244 519 1,763
*Of which Sweden 319 366 685 380 465 845
*Of which EU 319 366 685 380 465 845

Remuneration
Wagesand salariesand social security expenses

(in SEK million) Consolidated Parent company

1999 2000 2001 2000 2001
Wages and salaries 37,068 38,970 41,227 631 795
Social security expenses 11,305 13161 14,293 334 484
Of which pension costs 2,151 2,062 3,704 289 345

Wagesand salaries per geographical area

(in SEK million) Consolidated Parent company

1999 2000 2001 2000 2001
Europe*, Middle East and Africa 25,998 26,455 27,908 629 790
North America 6,360 6,322 6,910 - -
Latin America 1,816 2,502 2,572 2 5
AsiaPacific 2,894 3,692 3,837 - -
Total 37,068 38,971 41,227 631 795
* Of which Sweden 14,308 14,576 14,954 425 488
* Of which EU 24,415 24,665 25,679 425 488

Board of Directors, the President, the
former President and present anc
former Executive Vice Presidents
83 118
(of which bonus and similar paid for
2000 and 1999, respectively) (8) 84

Remuneration in foreign currency has been translated to Swedish kronor at average exchange rates for the

year.
Stock option plans
Option plans have been implemented as a complementary remuneration to key employees:
Exercise Employees
Plan Type Exercisable price, SEK affected
1999 14 million 7-year employee In three lots (30/40/30%), 3-5 years, 21281 1,800
call optionsissued by Ericsson respectively, after grant to year 7
2000 50.4 million 7-year employee In three lots, ? per year, 1-3 years, 132.80 8,000
call optionsissued by Ericsson respectively, after grant to year 7
2001 475 million employee cal In three lots, ? per year, 1-3 years, 64.00 and 15,000
optionsissued by Ericsson respectively, after grant to year 7 57.00 (two
grants)
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Grants for the 1999 plan took place on March 1, 2000 and grants for the 2000 plan were made on January
17, 2000. In addition to options issued to employees, 6.7 million stock options have been issued for hedging of
social security costs. The 2001 options were granted on 14 May 2001 (44.9 million) and 19 November 2001 (2.6
million).

Thedilutive effect on earnings per share for 2001 of outstanding employee stock option plans was less than
0.1 percent.

Remuneration to members of the Board and the Corporate Management

During the year the following fees have been paid to the Directors appointed by the Annual General
Meeting: the Chairman SEK 2,500,000, Deputy Chairmen SEK 750,000 each and other Directors SEK 500,000
each. In addition, each such Director serving on a Board committee has received afee of SEK 100,000.

Members and deputy members of the Board who are Ericsson employees received no remuneration or
benefits other than their entitlements as employees. However, a fee of SEK 1,000 per meeting was paid to the
employee representatives of the Board. Further, employee representatives being also members of a committee of the
Board received afee of SEK 100 for each committee meeting.

The salary paid and the value of benefits provided to Kurt Hellstrém in his capacity as President and CEO
amounted to SEK 16,941,114.

Sven Christer Nilsson, the former President, was entitled to a severance pay from July 7, 1999 up to July 8,
2001, in the aggregate amounting to SEK 10,664,303. During 2001, severance pay amounting to SEK 3,642,604 was
paid to the former President.

The following rules regarding severance pay and pension apply to the President, the Executive Vice
Presidents and Senior Vice Presidents.

Severance payments are not made if an employee resigns voluntarily. The same applies if employment is
terminated as a result of flagrant disregard of responsibilities. Notice given by the employee, when such significant
structural changes or other events occur that, in a determining manner, affect the content of work or the condition for
respective positions, is equated with notice of termination served by the company. Upon termination of employment,
severance pay amounting to two years' salary isnormally paid. In certain cases, if the employeeis 50 years of age or
older, 40 to 60 percent of the employees final salary, depending on age, is paid annually to age 60. Such payments
are made currently during the pertinent period and cease at age 60.

The basic security in the pension arrangements for the President and the Executive Vice Presidents and
Senior Vice Presidents consists of affiliation with the so-called I TP plan or corresponding arrangements.

The employee's pension is premium-based. For the portion of a salary in excess of 20 basis amounts, the
company pays to a capital insurance an amount that is related both to the age of the executive and to the executive's

salary plus a standard bonus. Most of the Executive Vice Presidents and Senior Vice Presidents are already covered
by thissystem.

The following principles apply to other members of the Corporate Management:

The benefits due under the so-called ITP plan apply, supplemented by the portion of salary and bonus
exceeding I TP, from age 65. In addition, the employee has the right to retire with a pension at age 60, at the earliest.
Following which the pension is based on the current pensionable salary at retirement and amounts to between 40 and
70 percent of this salary. Subject to certain conditions, this pension is also paid if the employee is entitled to
severance pay at age 60.

Costs of pensions for the former President, the President, former and present Executive Vice Presidents
amounted to SEK 45.5 million during the year.
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Note 28. Feesto auditors

Year 1999 (in SEK million) Pricewater houseCooper s KPMG Others Total
Feesto auditors 32 4 7 43
Fees for other services 101 18 - 119
Total fees 133 22 7 162
Year 2000 (in SEK million) Pricewater houseCooper s KPMG Others Total
Audit fees
Parent company 3 - - 3
Other companies 41 9 3 53
44 9 3 56
Feesfor other services
Parent company 27 - - 27
Other companies 73 18 1 92
100 18 1 119
Total fees 144 27 4 175
Year 2001 (in SEK million) Pricewater houseCooper s KPMG Others Total
Audit fees
Parent company 4 - - 4
Other companies 46 5 2 53
50 5 2 57
Feesfor other services
Parent company 8 - n/a 8
Other companies 100 5 n/a 105
108 5 n/a 113
Total fees 158 10 2 170
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Note 29. Changesin Stockholders' Equity

Capital stock (par Reservesnot
valueA and B availablefor Retained
(in SEK million) shar es) distribution earnings Total
Balance asat December 31, 1998 4,878 28,053 30,181 63,112
Cash dividend (SEK 1.75 per share) (3,905) (3,905)
Transfer from available retained earnings 6,741 (6,741) 0
Issue of 5,411,111 B shares upon conversion of
convertible debentures at a conversion price of
SEK 36.10 and 375,020 B shares upon conversion
of convertible debentures a a converson of
SEK 236 15 269 284
Capital discount ™ ™
Proceeds from unclaimed stock dividend share 1 1
S
Revaluation of fixed assets (36) (36)
Changesin cumulative trandation adjustments (2,403) (2,403)
Net Income 12,130 12,130
Balance at December 31, 1999 4,893 32,618 31,665 69,176
Capital stock (par Reservesnot
valueA and B availablefor Retained
(in SEK million) shar es) digtribution earnings Total
Balance asat December 31, 1999 4,89 32,618 31,665 69,176
Cash dividend (SEK 0.50 per share) (3,919) (3,919)
Repurchase of own stock (386) (386)
Stock dividend 2,941 (2,941) 0
Transfer from available retained earnings (780) 780 0
Gains on sae of own options and convertible
debentures 2,018 2,018
Issue of 49,414,094 B shares upon conversion of
convertible debentures at a conversion price of
SEK 9* and 20,466,176 B shares upon conversion
of convertible debentures at a conversion of 59" 76 1,839 1,915
Capital discount (105) (205)
Proceeds from unclaimed stock dividend shares 1 1
Revaluation of fixed assets @) @
Changes in cumulative trand ation adjustments 1,975 1,975
Net Income 21,018 21,018
Balance as at December 31’ 2000 7,910 32,600 51,176 91,686
* After split4:1
Capital stock (par Reservesnot
valueA and B availablefor Retained
(in SEK million) shar es) distribution earnings Total
Balance asat December 31, 2000 7,910 32, 51 91,
Cash dividend (SEK 0.50 per share) (3, (3,
Repurchase of own stock
Stock issue 155
Transfer from available retained earnings 5, !
Issue of 168,395 B shares upon conversion of
convertible debentures at a conversion price of
SEK 59
Capital discount
Changes in cumulative trandation adjustments ‘
Net Income (l0ss) (21,2 (21,2
Balance at December 31, 2001 ¢ 29, 30, 68,
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Note 30. Additional Information to Note 24, Comprehensive |ncome

Unrealized
gains and Accumulated
Cumulative losses on Net gain/loss Minimum other
2001 (in  SEK trandation Hedging for  available-for- on cash flow pension  comprehensive
million) adjustments investments _salesecurities hedge liability income
Opening balance 966 (1,106) 4,809 0 (22) 4,647
Effect on change in (1,665) (1,665)
accounting principle
Changes during the 2,715 (600) (4,625) 1,509 (392 (1,393)
period
Closing balance 3,681 (1,706) 184 (156) (414) 1,589

Note 31. Additional Information to Note 24

Income per share in accordance with US GAAP reported in Note 24 represents fully diluted income per
share. Basic income per share in accordance with US GAAP is as follows:

1999 2000 2001
Basic earnings per share SEK after cumulative effect of 1.95 2.97 (3.09)
accounting change
Average number of shares outstanding (million)..................... 7,817.2 7,869.4 7,908.7

Valuation qualifying accounts and reserves, schedule I X
Reserves deducted from assets to which they apply:

Allowance for doubtful notes and accounts receivables and customer financing for the years ended
December 31, 1999, 2000 and 2001 (SEK million)

Description (in SEK million) 1999 2000 2001
Balance beginning of period...........ccceeveiiiiieniie e 5,365 7,016 5,525
Charged (credited) to cost and expenses 5,865 1,417 3,732
Charged (credited) to other accounts..............cccccveennee 11 (243) 267
DEAUCTIONS.....ccvvieuiecie e (4,225) (2,665) (2,946)
Balance end of Period..........cccceviveeieierieiece e 7,016 5,525 6,578

Note 32. Recent accounting pronouncements

FAS 141 and 142

In June 2001, the Financial Accounting Standards Board (FASB or the “Board”) issued Statement of
Financial Accounting Standards No. 141 SFAS 141), “Business Combinations’, and No. 142 SFAS 142),
“Goodwill and Other Intangible Assets’, collectively referred to as the “Standards’. SFAS 141 supersedes
Accounting Principles Board Opinion (APB) No. 16, “Business Combinations’. The provisions of SFAS 141 (i)
require that the purchase method of accounting be used for all business combinations initiated after June 30, 2001,
(i) provide specific criteriafor the initial recognition and measurement of intangible assets apart from goodwill, and
(iii) require that unamortized negative goodwill be written off immediately as an extraordinary gain instead of being
deferred and amortized. SFAS 141 also requires that upon adoption of SFAS 142 the Company reclassify the
carrying amounts of certain intangible assets into or out of goodwill, based on certain criteria. SFAS 142 supersedes
APB 17, “Intangible Assets’, and is effective for fiscal years beginning after December 15, 2001. SFAS 142
primarily addresses the accounting for goodwill and intangible assets subsequent to their initial recognition. The
provisions of SFAS 142 (i) prohibit the amortization of goodwill and indefinite-lived intangible assets, (ii) require
that goodwill and indefinite-lived intangibles assets be tested annually for impairment (and in interim periods if
certain events occur indicating that the carrying value of goodwill and/or indefinite-lived intangible assets may be
impaired), (iii) require that reporting units be identified for the purpose of assessing potential future impairments of
goodwill, and (iv) remove the forty-year limitation on the amortization period of intangible assets that have finite
lives.
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The provisions of the Standards also apply to equity-method investments made both before and after June
30, 2001. SFAS 141 requires that the unamortized deferred credit related to an excess over cost arising from an
investment that was accounted for using the equity method (equity-method negative goodwill), and that was
acquired before July 1, 2001, must be written-off immediately and recognized as the cumulative effect of a change
in accounting principle. Equity-method negative goodwill arising from equity investments made after June 30, 2001
must be written-off immediately and recorded as an extraordinary gain, instead of being deferred and amortized.
SFAS 142 prohibits amortization of the excess of cost over the underlying equity in the net assets of an equity-
method investee that is recognized as goodwill.

The adoption of SFAS 141 did not have an impact on the business, results of operations, and financial
condition of the Company.

The Company is required to adopt the provisions of SFAS 142 effective from January 1, 2002. The
Company isin the process of preparing for its adoption of SFAS 142 and is making the determinations as to what its
reporting units are and what amounts of goodwill, intangible assets, other assets, and liabilities should be allocated
to those reporting units. The Company expects that it will no longer record SEK 0.9 hillion of annual amortization
relating to its existing goodwill.

The Company has determined that it does not have any intangible assets that have an indefinite life. The
Company does not have any negative goodwill balances that will be written off upon adoption of SFAS 141.

SFAS 142 requires that goodwill be tested annually for impairment using atwo-step process. The first step
is to identify a potential impairment and, in transition, this step must be measured as of the beginning of the fiscal
year. The second step of the goodwill impairment test measures the amount of the impairment loss (measured as of
the beginning of the year of adoption), if any, and must be completed by the end of the Company’ s fiscal year. The
Company is in the process of performing its transition impairment test and has not yet determined the full impact
that the adoption of SFAS 142 will have on the business, results of operations, and financial condition of the
Company. Any impairment loss resulting from the transitional impairment tests will be reflected as the cumulative
effect of a change in accounting principle.

FAS 143

In August 2001, the FASB issued SFAS No. 143, “Accounting for Obligations Associated with the
Retirement of Long-Lived Assets’. The provisions of SFAS No. 143 apply to al entities that incur obligations
associated with the retirement of tangible long-lived assets. This statement is effective for financial statements
issued for fiscal years beginning after June 15, 2002 and will become effective for the Company on January 1, 2003.
The effects of this standard, if any, are not yet evaluated.

FAS 144

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets’. SFAS No. 144 provides guidance on accounting for the impairment or disposal of long-lived assets.
The objectives of the statement are to address issues relating to the implementation of SFAS No. 121, “Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”, and to develop a model
for long-lived assets to be disposed of by sale, whether previously held and used or newly acquired. SFAS No. 144
is effective for financial statements issued for fiscal years beginning after December 15, 2001. The Company is
reguired to adopt the provisions of SFAS 144 effective from January 1, 2002. The effects of this standard, if any,
are not yet evaluated by the Company.

FAS 145

On April 30, 2002, the FASB issued SFAS No. 145, “Revision of FASB Statements No. 4, 44 and 64,
Amendment of FASB Statement No. 13, and Technical Connections’. Among other amendments and rescissions,
SFAS No. 145 eliminates the requirement that gains and losses from the extinguishment of debt be aggregated and,
if material, classified as an extraordinary item, net of the related income tax effect, unless such gains and |osses meet
the criteria in paragraph 20 of Accounting Principles Board Opinion No. 30, “Reporting the Results of Operation —
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions’. Generally, SFAS 145 is effective for transactions occurring after May 15,
2002. The effects of this standard, if any, are not yet evaluated by the Company.

Note 33. Subsequent Events
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Additional restructuring measures targeting annual cost savings of SEK 20 billion were announced in April
2002 and are being implemented.

In February 2002, the rating agency, Moody’s, lowered its long term rating to Baa2. The negative outlook
remained unchanged.
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