








P24 STATEMENT OF CASH
FLOWS

Interest paid in 2010 was SEK 657 million (SEK 508 million in 2009 and SEK
2,376 million in 2008) and interest received was SEK 816 million (SEK 2,083
million in 2009 and SEK 3,520 million in 2008). Income taxes paid were SEK
269 million (SEK 341 million in 2009 and SEK 370 million in 2008).

ADJUSTMENTS TO RECONCILE NET INCOME TO CASH
2010 2009 2008

Tangible assets

Depreciation 149 193 127
Total 149 193 127
Intangible assets

Amortization 228 385 385
Impairment losses 945 = =
Total 1,173 385 385

Total depreciation and amortization

on tangible and intangible assets 1,322 578 512

Taxes -152 463 1,363
Write-downs and capital gains (-)/

losses on sale of fixed assets,

excluding customer finance, net 50 -521 5,545
Additions to/withdrawals from (-)

untaxed reserves 100 -902 478
Unsettled dividends - -1,254 -5
Other non-cash items 86 -2,195 2,747
Total adjustments to reconcile net

income to cash 1,288 -3,831 5,146

P25 LEASING

Leasing with the Parent Company as lessee

At December 31, 2010, future payment obligations for leases were
distributed as follows:

FUTURE PAYMENT OBLIGATIONS FOR LEASES

leases
2011 927
2012 826
2013 605
2014 650
2015 299
2016 and later 1,045
Total 4,352

Leasing with the Parent Company as lessor

At December 31, 2010, future minimum payment receivables were
distributed as follows:

FUTURE MINIMUM PAYMENT RECEIVABLES

Operating

leases

2011 15
2012 2
2013 1
2014 1
2015 1
2016 and later 1

Total 21

The operating lease income is mainly income from sublease of real estate.
See Notes to the Consolidated Financial Statements — Note C27, “Leasing”.

NOTE P24-P27

P26 TAX ASSESSMENT
VALUES IN SWEDEN

TAX ASSESSMENT VALUES IN SWEDEN

2010 2009
Land and land improvements 8 8
Total 8 8

P27 INFORMATION
REGARDING EMPLOYEES

AVERAGE NUMBER OF EMPLOYEES

2010 2009

Men Women Total

Men Women Total

Northern Europe &

Central Asia "2 198 148 346 194 147 341
Middle East 121 14 135 108 15 123
Total 319 162 481 302 162 464
" Of which Sweden 198 148 346 194 147 341
2 Of which EU 198 148 346 194 147 341

ABSENCE DUE TO ILLNESS

Percent of working hours 2010 2009
Absence due to illness for men 1% 0%
Absence due to illness for women 2% 2%
Employees 30-49 years old 1% 1%
Employees 50 years or older 1% 1%
Long-term absence due to illness total " 1% 1%

7 Defined as absence during a consecutive period of time of 60 days or more.
Information Absence due to illness regards employees employed in Sweden.

Remuneration

WAGES AND SALARIES AND SOCIAL SECURITY EXPENSES

2010 2009

Wages and salaries 518 480
Social security expenses 384 421
Of which pension costs 210 174

WAGES AND SALARIES PER GEOGRAPHICAL AREA

2010 2009
Northern Europe & Central Asia "2 409 380
Middle East 109 100
Total 518 480
" Of which Sweden 409 380
2 Of which EU 409 380

Remuneration in foreign currency has been translated to SEK at average exchange rates
for the year.

Remuneration policy and remuneration to the Board
of Directors and the President and CEO

See Notes to the Consolidated Financial Statements — Note C29,
“Information Regarding Members of the Board of Directors, the Group
Management and Employees”.

Long-term variable remuneration

THE STOCK PURCHASE PLAN
Compensation costs for all employees of the Parent Company amounted to
SEK 8.0 million in 2010 (SEK 9.1 million in 2009).
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NOTE P28-P29

P28 RELATED PARTY
TRANSACTIONS

During 2010, various transactions were executed pursuant to contracts
based on terms customary in the industry and negotiated on an arm’s length
basis.

Sony Ericsson Mobile Communications AB (SEMC)

In October 2001, SEMC was organized as a joint venture between Sony
Corporation and Ericsson. A substantial portion of Ericsson’s handset
operations was sold to SEMC. As part of the formation of the joint venture,
contracts were entered into between the Parent Company and SEMC.

For the Parent Company, the major transactions are license revenues for
SEMC'’s usage of trademarks and patents and received dividends.

SEMC has been granted a long-term loan with a maximum amount of
SEK 3,606 million. The Parent Company and Sony Corporation have issued
guarantees for this loan on a 50/50 basis, without joint responsibility. As
of December 31, 2010, the Parent Company’s share of the outstanding
principle and accrued interest, in the total amount of SEK 1,053 million, has
been reported as a contingent liability in the Parent Company.

SONY ERICSSON MOBILE COMMUNICATIONS

2010 2009
Related party transactions
License revenues 296 293
Dividends - -
Related party balances
Receivables 69 90

Ericsson Nikola Tesla d.d.

Ericsson Nikola Tesla d.d. is a joint stock company for design, sales and
service of telecommunications systems and equipment and an associated
member of the Ericsson Group. The Parent Company holds 49.07 percent of
the shares.

For the Parent Company, the major transactions are license revenues for
Ericsson Nikola Tesla d.d.’s usage of trademarks and received dividends.

ERICSSON NIKOLA TESLA D.D.
2010 2009

Related party transactions

License revenues 2 7
Dividends 104 66
Related party balances

Payables - 3

The Parent Company does not have any contingent liabilities, assets
pledged as collateral or guarantees toward Ericsson Nikola Tesla d.d.

ST-Ericsson

ST-Ericsson was formed on February 2, 2009, by merging Ericsson Mobile
Platforms with STMicroelectronics’ wireless business. It is an industry leader
in design, development and the creation of cutting-edge mobile platforms
and wireless semiconductors.

The Parent Company holds 49.99 percent of shares in ST-Ericsson SA
and 51 percent in ST-Ericsson AT SA, both in Switzerland.

ST-Ericsson has been granted a revolving credit facility of USD 200
million which is equally shared by LME and STMicroelectronics. As per
December, 2010, the amount drawn on the facility was SEK 1,030 million,
SEK 515 million lent per parent. The Parent Company’s accrued interest
towards ST-Ericsson amounted of SEK 1.7 million.

The Parent Company does not have any contingent liabilities, assets
pledged as collateral or guarantees toward ST-Ericsson.

ST-ERICSSON
2010 2009

Related party transactions
License revenues
Dividends - -
Related party balances
Receivables

Other related parties

For information regarding the remuneration of management, see Notes

to the Consolidated Financial Statements — Note C29, “Information
Regarding Members of the Board of Directors, the Group Management and
Employees”.

P29 FEES TO AUDITORS

FEES TO AUDITORS

PwC
2010
Audit fees 19
Audit related fees 12
Tax services fees 1
Other fees 3
Total 35
2009
Audit fees 23
Audit related fees 12
Tax services fees 2
Other fees 1
Total 38
2008
Audit fees 23
Audit related fees 1
Tax services fees
Other fees
Total 36

Allocation of fees to auditors is based on the requirements in the Swedish Annual
Accounts Act. 2008 and 2009 figures are restated for comparability.

During the period 2008-2010, in addition to audit services, PwC provided
certain audit related services, tax and other services to the Parent Company.
The audit related services include quarterly reviews, SAS 70 reviews and
services in connection with issuing of certificates and opinions. The tax
services include general expatriate services and corporate tax compliance
work. Other services include consultation on financial accounting, services
related to acquisitions, operational effectiveness and assessments of
internal control.
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RISK FACTORS

You should carefully consider all the information in
this Annual Report and in particular the risks and
uncertainties outlined below. Any of the factors
described below, or any other risk factors discussed
elsewhere in this report, could have a material
negative effect on our business, operational and
after-tax results, financial position, cash flow,
liquidity, credit rating, brand and/or our share
price. Furthermore, our operational results may
have a greater variability than in the past and

we may have difficulties in accurately predicting
future developments. See also “Forward-Looking
Statements”.

MARKET, TECHNOLOGY
AND BUSINESS RISKS

Demand is difficult to predict

Adverse economic conditions could cause network operators
to postpone investments or initiate other cost-cutting
initiatives to improve their financial position. This could result
in significantly reduced expenditures for network infrastructure
and services, in which case our operating results would

suffer. We have established flexibility to cost-effectively
accommodate fluctuations in demand. However, if demand
were to fall in the future, we may experience material adverse
effects on our revenues, cash flow, capital employed and
value of our assets and we may even incur operating losses. If
demand is significantly weaker or more volatile than expected,
this may have a material adverse impact on our credit rating,
borrowing opportunities and costs as well as on the trading
price of our shares. When deemed necessary, we undertake
specific restructuring or cost saving initiatives, however,

there are no guarantees that such initiatives are sufficient,
successful or executed in time to deliver necessary
improvements in earnings.

Some of the risk factors we are exposed to may exacerbate
in an adverse condition in the financial market. Most of our
customers are financially stable and have networks with good
utilization. However, some operators, in particular in markets
with weak currencies, may incur borrowing difficulties and lower
traffic than expected, which may affect their investment plans.
The potential adverse effects of an economic downturn include:
> Reduced demand for products and services, resulting in

increased price competition or deferrals of purchases, with

lower revenues not being possible to compensate with
reduced costs.

MARKET, TECHNOLOGY

AND BUSINESS RISKS

CONTENTS ]
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> Risks of excess and obsolete inventories and excess
manufacturing capacity and risk of financial difficulties or
failures among our suppliers.

> Increased demand for customer finance, difficulties in
collection of accounts receivable and increased risk of
counterpart failures.

> Risk of impairment losses related to our intangible assets as
a result of lower forecasted sales of certain products.

> Increased difficulties in forecasting sales and financial
results as well as increased volatility in our reported results.

> Decline in the value of the assets in the Company’s
pension plans.

Short-term volatility has an impact

Our sales to network operators represent a mix of equipment,
software and services, which normally generate different

gross margins. Third party products normally have lower
margins than own products. As a consequence, reported

gross margin in a specific period will be affected by the overall
mix of products and services as well as the relative content

of third party products. Network expansions and upgrades
have much shorter lead times for delivery than initial network
buildouts. Such orders are normally placed with short notice by
customers, i.e. less than a month, and consequently variations
in demand are difficult to forecast. As a result, changes in our
product and service mix may affect our ability to accurately
forecast sales and margins or detect in advance whether actual
results will deviate from market consensus.

Convergence brings opportunity and risk

We are affected by market conditions within the telecom
industry, including the convergence of the telecom,

data and media industries. The convergence is largely
driven by technological development related to IP-based
communications. This change increases our addressable
market, changes the competitive landscape, and affects our
objective setting, risk assessment and strategies. If we fail to
understand the market development, acquire the necessary
competence or develop and market products, services and
solutions that are competitive in this changing market, our
future results will suffer.
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MARKET, TECHNOLOGY

AND BUSINESS RISKS

We depend on growth and the success
of new services

Most of our business depends on continued growth in mobile
communications in terms of both number of subscriptions and
usage per subscriber, which in turn requires the continued
deployment and evolution of our network systems by
customers. If operators are not successful in their attempts to
increase the number of subscribers and/or stimulate increased
usage, our business and operational results could be materially
adversely affected. Also, if operators experience a decline

in ARPU or profitability despite the introduction of new non-
voice services, their willingness for further investments will be
reduced and thus adversely affect our business.

Fixed and mobile networks converge and new technologies,
such as IP and broadband, enable operators to deliver a range
of new types of services in both fixed and mobile networks. We
are dependent upon the market acceptance of such services,
e.g. music, internet and navigation in the handset, and on the
outcome of regulatory and standardization activities in this
field, such as spectrum allocation. If delays in standardization
or market acceptance occur, this could adversely affect our
business and operational results.

We operate in a highly competitive industry

The markets we operate in are highly competitive in price,
functionality and service quality as well as in the timing of
development and introduction of new products and services.
We face intense competition from significant competitors
and Chinese companies in particular have become relatively
stronger in recent years. Our competitors may implement
new technologies before we do, offer more attractively priced
or enhanced products, services or solutions, or they may
offer other incentives that we do not provide. Some of our
competitors may have greater resources in certain business
segments or geographic markets than we do. We may also
encounter increased competition from new market entrants,
alternative technologies or evolving industry standards. The
rapid technological change also results in shorter life-cycles for
products, increasing the risk in all product investments.
Continuous price erosion is a symptom of this rapid
technological change and we must counteract this by
introducing new products to the market and by continuously
enhancing the functionality while reducing the cost of new and
existing products. Our operating results depend largely on our
ability to compete in this market environment.
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Vendor consolidation may lead to a new
competitive landscape

Industry convergence and consolidation among equipment
suppliers could potentially result in stronger competitors that
are competing as end-to-end suppliers as well as competitors
more specialized in particular areas. Consolidation may also
result in competitors with greater resources than we have or in
reduction of our current scale advantages. This could have a
material adverse effect on our business, operating results, and
financial condition.

Operator consolidation may increase our
dependence on a limited number of customers

We derive most of our business from large, multi-year
agreements with a limited number of significant customers.
Although no single customer currently represents more than 5
percent of sales, a loss of or a reduced role with a key customer
could have a significant adverse impact on sales, profit and
market share for an extended period.

In recent years, network operators have undergone
significant consolidation, resulting in a large number of
operators with activities in several countries. This trend is
expected to continue, and also intra-country consolidation is
likely to accelerate as a result of competitive pressure.

A market with fewer and larger operators will increase
our reliance on key customers and may negatively impact
our bargaining position and profit margins. Moreover, if
the combined companies operate in the same geographic
market, networks may be shared and less network equipment
and associated services will be required. Another possible
consequence of customer consolidation could be a delay in
network investments pending negotiations of e.g. merger/
acquisition agreements, securing necessary approvals, or
integration of their businesses. Recently, network operators
have started to share parts of their network infrastructure
through cooperation agreements rather than legal
consolidations, which may adversely affect demand for
network equipment.

Long-term frame agreements can expose us to
risk

Long-term agreements are typically awarded on a competitive
bidding basis. In some cases, such agreements also include
commitments to future price reductions. In order to maintain
the gross margin with such price reductions, we continuously
strive to reduce the costs of our products. We reduce costs
through design improvements, negotiation of better purchase
prices, allocation of more production to low-cost countries
and increased productivity in our own production. However,
there can be no assurance that our actions to reduce costs will
be sufficient or quick enough to maintain our gross margin in
such contracts.



Transforming into a more service-based company

Operators are increasingly outsourcing parts of their operations
as a way to reduce cost and focus on new services. This has
opened up a market which we have addressed. The growth
rate is difficult to forecast and each new contract carries a risk
that transformation and integration of the operations is not as
fast or smooth as planned. Early contract margins are generally
lower and the mix of new/old contracts may affect reported
results negatively in a given period. Contracts normally cover
several years and revenues are of a recurring nature. However,
sometimes contract scopes are reduced with negative impact
on sales and earnings. Ericsson is the market leader in
managed services but competition in this area is increasing,
which may have adverse effects on growth and profitability.

Success of R&D investments is uncertain

To be a player in our industry requires large investments in
technology and creates exposure to rapid technological and
market changes. We spend significant amounts and resources
in innovation work for new technology, products and solutions.
In order for us to be successful, those technologies, products
and solutions must be accepted by relevant standardization
bodies and by the industry as a whole. If we invest in the
development of technologies, products and solutions that do
not function as expected, are not adopted by the industry, are
not ready in time or are not successful in the marketplace our
sales and earnings may suffer.

Acquisitions and divestments

In addition to in-house innovation efforts, we make strategic
acquisitions in order to obtain various benefits, e.g. to
reduce time-to-market, to gain access to technology and/

or competence, to increase our scale or to broaden our
product portfolio or expand our customer base. From time
to time we also divest parts of our operations to optimize our
product portfolio or operations. There are no guarantees that
such acquisitions or divestments are successful or that we
will succeed in integrating the acquired entities to gain the
expected benefits within the time frame we expect or at all.

Joint ventures and partnerships

If our partnering arrangements fail to perform as expected
(whether through an incorrect assessment of our needs or the
capabilities or financial stability of our strategic partners), our
ability to work with these partners or develop new products
and solutions may be constrained and this may harm our
competitive position in the market. Additionally, our share

of any losses from, or commitments to contribute additional
capital to, such partnerships may adversely affect our results of
operations or financial position.

MARKET, TECHNOLOGY

AND BUSINESS RISKS

A limited number of suppliers of components,
production capacity and R&D and IT services

Our ability to deliver according to market demands and
contractual commitments depends significantly on obtaining
timely and adequate supply of materials, components and
production capacity and other vital services on competitive
terms. Although we strive to avoid single-source supplier
solutions, this is not always possible. Failure by any of our
suppliers could interrupt our product supply or operations

and significantly limit our sales or increase our costs. To

find an alternative supplier or re-design products to replace
components may take significant time. If we fail to anticipate
customer demand properly, an over/under-supply of
components and production capacity could occur. In many
cases, some of our competitors utilize the same contract
manufacturers and if they have purchased capacity ahead of us
we could be blocked from acquiring the needed products. This
factor could limit our ability to supply our customers or could
increase our costs. At the same time, we commit to certain
capacity levels or component quantities, which, if unused, will
result in charges for unused capacity or scrapping costs. We
are also exposed to financial counterpart risks to suppliers
where we pay in advance. We conduct regular supplier audits
and evaluations to mitigate the risks mentioned as well as
brand risks related to the suppliers’ compliance with e.g. labor
and environmental regulations.

Product or service quality issues

Sales contracts normally include warranty undertakings for
faulty products and often also provisions regarding penalties
and/or termination rights in the event of a failure to deliver
ordered products or services on time or with required quality.
Although we undertake a number of quality assurance
measures to reduce such risks, product quality or service
performance issues may affect our results negatively.

Significant foreign exchange exposures

With the majority of our cost base in SEK and a very large share
of sales in other currencies, and significant operations outside
Sweden, our foreign exchange exposures are significant.
Currency exchange rate fluctuations affect our consolidated
income statement, balance sheet and cash flows when foreign
currencies are exchanged or translated to SEK, which increases
volatility in reported results.

As market prices are predominantly established in USD or
EUR, and with a net revenue exposure in foreign currencies, a
stronger SEK exchange rate would generally have a negative
effect on our reported results. Our attempts to reduce the
effects of exchange rate fluctuations through a variety of
hedging activities may not be sufficient or successful, resulting
in an adverse impact on our results.
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MARKET, TECHNOLOGY

AND BUSINESS RISKS

Intellectual property rights (IPR)

Although we have a large number of patents, there can be
no assurance that they will not be challenged, invalidated,
or circumvented, or that any rights granted in relation to our
patents will in fact provide competitive advantages to us.

In 2005, the European Union considered placing restrictions
on the patentability of software. Although the European Union
ultimately rejected this proposal, we cannot guarantee that they
will not revisit this issue in the future. We rely on many software
patents, and any limitations on the patentability of software may
materially affect our business.

We utilize a combination of trade secrets, confidentiality
policies, non-disclosure and other contractual arrangements
in addition to relying on patent, copyright and trademark laws
to protect our intellectual property rights. However, these
measures may not be adequate to prevent or deter infringement
or other misappropriation. Moreover, we may not be able to
detect unauthorized use or take appropriate and timely steps
to establish and enforce our proprietary rights. In fact, existing
laws of some countries in which we conduct business offer only
limited protection of intellectual property rights, if at all.

Our solutions may also require us to license technologies
from third parties. It may be necessary in the future to seek
or renew licenses and there can be no assurance that they
would be available on acceptable terms, or at all. Moreover,
the inclusion in our products of software or other intellectual
property licensed from third parties on a non-exclusive
basis could limit our ability to protect proprietary rights
in our products.

Many key aspects of telecommunications and data network
technology are governed by industry-wide standards usable
by all market participants. As the number of market entrants
and the complexity of technology increases, the possibility of
functional overlap and inadvertent infringement of intellectual
property rights also increases. Third parties have asserted, and
may assert in the future, claims, directly against us or indirectly
against our customers, alleging infringement of their intellectual
property rights. Defending such claims may be expensive,
time-consuming and divert the efforts of our management
and/or technical personnel. As a result of litigation, we could
be required to pay damages and other compensation directly
or indemnifying our customers for such damages and other
compensation, develop non-infringing products/technology
or enter into royalty or licensing agreements. However, we
cannot be certain that such licenses will be available to us on
commercially reasonable terms or at all.

Litigations

In the normal course of our business we are involved in

legal proceedings. Litigation can be expensive, lengthy and
disruptive to normal business operations. Moreover, the
results of complex legal proceedings are difficult to predict.
An unfavorable resolution of a particular lawsuit could have a
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material adverse effect on our business, reputation, operating
results, or financial condition.

As a publicly listed company, Ericsson may be exposed
to lawsuits, in which plaintiffs allege that the Company or
its officers have failed to comply with securities laws, stock
market regulation or other laws, regulations or requirements.
Whether or not there is merit to such claims, the time and
costs incurred to defend the Company and its officers and the
potential settlement or compensation to the plaintiffs may have
significant impact on our reported results and reputation. For
additional information regarding certain of the lawsuits in which
we are involved, see “Legal and Tax Proceedings” in the Board
of Directors’ Report.

Business interruption

Our business operations rely on complex operations and
communications networks, which are vulnerable to damage

or disturbance from a variety of sources. Having outsourced

a significant portion of our IT operations, we depend partly

on security and reliability measures of external companies.
Regardless of protection measures, essentially all systems and
communications networks are susceptible to disruption due to
failure, vandalism, computer viruses, security breaches, natural
disasters, power outages and other events. We also have a
concentration of operations on certain sites, e.g. for R&D,
production, network operation centers, logistic centers and
shared services centers, where business interruptions could
cause material damage and costs. Transport of goods from
suppliers, and to customers, could also be hampered for the
reasons stated above. Although we have assessed these risks,
implemented controls, performed business continuity planning
and selected reputable companies for outsourced services, we
cannot be sure that interruptions with material adverse effects
will not occur.

Attract and retain highly qualified employees

We believe that our future success largely depends on our
continued ability to hire, develop, motivate and retain engineers
and other qualified personnel needed to develop successful
new products, support our existing product range and provide
services to our customers. Competition for skilled personnel
and highly qualified managers in the telecommunications
industry remains intense. We are continuously developing our
corporate culture, remuneration, promotion and benefit policies
as well as other measures aimed at empowering our employees
and reducing employee turnover. However, there are no
guarantees that we will be successful in attracting and retaining
employees with appropriate skills in the future.

Access to short-term and long-term capital

If we do not generate sufficient amounts of capital to support
our operations, service our debt and continue our research and
development and customer finance programs, or if we cannot
raise sufficient amounts of capital at the times and on the terms



required by us, our business is likely to be adversely affected.
Access to short-term funding may decrease or become more
expensive as a result of our operational and financial condition
and market conditions or due to deterioration in our credit
rating. We cannot assure that additional sources of funds that
we from time to time may need will be available or available on
reasonable terms.

REGULATORY, COMPLIANCE
AND CORPORATE
GOVERNANCE RISKS

Regulatory environment changes

Telecommunications is an industry subject to particular
regulation and regulatory changes affect both our customers’
and our own operations. For example, regulations imposing
more stringent, time-consuming or costly planning and zoning
requirements or building approvals for radio base stations and
other network infrastructure could adversely affect the timing
and costs of network construction or expansion, and ultimately
the commercial launch and success of these networks.
Similarly, tariff and roaming regulations or rules on network
neutrality could also affect operators’ ability or willingness
to invest in network infrastructure, which in turn could affect
the sales of our systems and services. Also radio frequency
spectrum allocation between different types of usage may
affect operator spending adversely or force us to develop new
products to be able to compete.

License fees, environmental, health and safety, privacy
and other regulatory changes, in general or particular to our
industry, may increase costs and restrict operations for network
operators and service providers or us. Also indirect impacts of
such changes could affect our business adversely even though
the specific regulations may not apply directly to our products
or us.

Country-specific political, economic and
regulatory risks

We conduct business throughout the world and are subject
to the effects of general global economic conditions as well
as conditions unique to a specific country or region. We
conduct business in more than 180 countries, with a significant
proportion of our sales to emerging markets in Asia Pacific,
Latin America, Eastern Europe, the Middle East and Africa.
We expect that sales to such emerging markets will represent
an increasing portion of total sales, as developing nations
and regions around the world increase their investments in
telecommunications. We already have extensive operations in
many of these countries, which involve certain risks, including
volatility in gross domestic product, civil disturbances,
economic and political instability, nationalization of private
assets and the imposition of exchange controls.

REGULATORY, COMPLIANCE AND

CORPORATE GOVERNANCE RISKS

Changes in regulatory requirements, tariffs and other trade
barriers, price or exchange controls or other governmental
policies in the countries where we do business could limit
our 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. In addition
we must comply with the export control regulations of the
countries and any trade embargoes in force at the time of sale
and/or delivery. Although we seek to comply with all such
regulations, even unintentional violations could have material
adverse effects on our business, operational results and brand.

Compliance with high standards of corporate
governance

Ericsson applies mandatory corporate governance statutes
and rules, such as the Swedish Corporate Governance Code
and is also committed to several corporate responsibility

and environmental initiatives. To ensure that our operations
are executed in accordance with these requirements, our
management system includes a robust corporate culture and

a Code of Business Ethics as well as policies and directives

to govern our processes and operations. We regularly perform
communication and training in these areas, and we monitor
and audit internal compliance with the policies and directives
as well as our suppliers’ adherence to our Supplier Code of
Conduct. There is however no guarantee that violations will not
occur, which could have material adverse effects on our brand,
reputation and business.

Compliance with environmental, health
and safety regulations

We are subject to certain environmental, health and safety
laws and regulations that affect our operations, facilities and
products in each of the jurisdictions in which we operate.
We believe that we are in compliance with all material laws
and regulations. However, there is a risk that we may have
to incur expenditures to cover environmental and health
liabilities to maintain compliance with current or future laws
and regulations or to undertake any necessary remediation.
It is difficult to reasonably estimate the future impact of
environmental matters, including potential liabilities. This is
due to several factors, particularly the length of time often
involved in resolving such matters.

Potential health risks related to electromagnetic
fields

The mobile telecommunications industry is subject to claims
that mobile handsets and other 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 effects to human health. However, any

Ericsson Annual Report 2010 RISK FACTORS | 123



REGULATORY, COMPLIANCE AND

CORPORATE GOVERNANCE RISKS

perceived risk or new scientific findings of adverse health
effects of mobile communication devices and equipment could
adversely affect us through a reduction in sales or through
liability claims. Although Ericsson’s products are designed to
comply with all current safety standards and recommendations
regarding electromagnetic fields, we cannot guarantee that we
or the jointly owned Sony Ericsson Mobile Communications

or ST-Ericsson 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.

RISKS ASSOCIATED WITH
OWNING ERICSSON SHARES

Our share price has been and may continue
to be volatile

Our share price has been volatile partly due to the high volatility
in the securities markets generally and for telecommunications
and technology companies in particular. The share price is
also likely to be affected by the development in our market,
our reported financial results and the expectations of financial
analysts, as well as statements and market speculation
regarding our future prospects or the timing or content of any
profit warning by us or our competitors.
Factors other than our financial results that may affect our
share price include, but are not limited to:
> A weakening of our brand name or other circumstances with
adverse effects on our reputation
> Announcements by our customers, competitors or us
regarding capital spending plans of network operators
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> Financial difficulties for our customers

> Awards of large supply or service contracts

> Speculation in the press or investment community about
the business level or growth in the market for mobile
communications

> Technical problems, in particular those relating to the
introduction and viability of new network systems like
LTE/4AG and new platforms such as the RBS 6000 (multi-
standard radio base station) platform

> Actual or expected results of ongoing or potential litigation

> Announcements concerning bankruptcy or investigations
into the accounting procedures of other telecommunications
companies, even if we are not involved

> Our ability to forecast and communicate our future results in
a manner consistent with investor expectations.

Currency fluctuations may adversely affect share
value or value of dividends

Because our shares are quoted in SEK on NASDAQ OMX
Stockholm (our primary stock exchange), but in USD on
NASDAQ (ADSs), fluctuations in exchange rates between
SEK and USD may affect the value of your investment. In
addition, because we pay cash dividends in SEK, fluctuations
in exchange rates may affect the value of distributions if
arrangements with your bank, broker or depositary call for
distributions to you in currencies other than SEK. An increasing
part of the trade in our shares is carried out on alternative
exchanges or markets, which may lead to less accurate share
price information on NASDAQ OMX Stockholm or NASDAQ,



AUDITORS’ REPORT

AUDITORS REPORT

To the Annual General Meeting of the shareholders
of Telefonaktiebolaget LM Ericsson (publ),
organization number 556016-0680

We have audited the annual accounts, the consolidated
accounts, the accounting records and the administration

of the Board of Directors and the President and CEO of
Telefonaktiebolaget LM Ericsson (publ) for the year 2010.

(The Company’s annual accounts are included in the printed
version on pages 17-124). The Board of Directors and the
President and CEO are responsible for these accounts and the
administration of the Company as well as for the application of
the Annual Accounts Act when preparing the annual accounts
and the application of international financial reporting standards
IFRSs as adopted by the EU and the Annual Accounts Act
when preparing the consolidated accounts. Our responsibility is
to express an opinion on the annual accounts, the consolidated
accounts and the administration based on our audit.

We conducted our audit in accordance with generally
accepted auditing standards in Sweden. Those standards
require that we plan and perform the audit to obtain reasonable
assurance that the annual accounts and the consolidated
accounts are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts
and disclosures in the accounts. An audit also includes
assessing the accounting principles used and their application
by the Board of Directors and the President and CEO and
significant estimates made by the Board of Directors and
the President and CEO when preparing the annual accounts
and consolidated accounts as well as evaluating the overall

presentation of information in the annual accounts and the
consolidated accounts. As a basis for our opinion concerning
discharge from liability, we examined significant decisions,
actions taken and circumstances of the Company in order to
be able to determine the liability, if any, to the Company of any
Board Member or the President and CEO. We also examined
whether any Board Member or the President and CEO has,

in any other way, acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.
We believe that our audit provides a reasonable basis for our
opinion set out below.

The annual accounts have been prepared in accordance
with the Annual Accounts Act and give a true and fair view of
the Company’s financial position and results of operations in
accordance with generally accepted accounting principles in
Sweden. The consolidated accounts have been prepared in
accordance with international financial reporting standards,
IFRSs, as adopted by the EU and the Annual Accounts Act
and give a true and fair view of the group’s financial position
and results of operations. The Board of Directors’ report is
consistent with the other parts of the annual accounts and the
consolidated accounts.

We recommend to the annual general meeting of share-
holders that the income statements and balance sheets of the
Parent Company and the Group be adopted, that the profit
of the Parent Company be dealt with in accordance with the
proposal in the Board of Directors’ report and that the members
of the Board of Directors and the President and CEO be
discharged from liability for the financial year.

Stockholm, February 21, 2011

Peter Clemedtson

Authorized Public Accountant
PricewaterhouseCoopers AB
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FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS

This Annual Report includes forward-looking statements,
including statements reflecting management’s current views
relating to the growth of the market, future market conditions,
future events and expected operational and financial

performance. The words “believe”, “expect”, “foresee”,

“anticipate”, “assume”, “intend”, “may”, “could”, “plan”,

“estimate”, “will”, “should”, “could”, “aim”, “target”, “might”

or, in each case, their negative, and similar words are intended

to help identify forward-looking statements. Forward-looking

statements may be found throughout this document, but in

particular in the chapter “Board of Directors’ Report” and

include statements regarding:

> our goals, strategies and operational or financial
performance expectations;

> development of corporate governance standards, stock
market regulations and related legislation;

> the growth of the markets in which we operate;

> our liquidity, capital resources, capital expenditures, our
credit ratings and the development in the capital markets,
affecting our industry or us;

> the expected demand for our existing as well as hew
products and services;

> the expected operational or financial performance of our
joint ventures and other strategic cooperation activities;

> the time until acquired entities will be accretive to income;

> technology and industry trends including regulatory and
standardization environment, competition and our customer
structure;

> our plans for new products and services including research
and development expenditures.

Although we believe that the expectations reflected in these

and other forward-looking statements are reasonable, we

cannot assure you that these expectations will materialize.

Because forward-looking statements are based on

assumptions, judgments and estimates, and are subject to risks

and uncertainties, actual results could differ materially from

those described or implied herein. Important factors that could

affect whether and to what extent any of our forward-looking

statements materialize include, but are not limited to:

> our ability to respond to changes in the telecommunications
market and other general market conditions in a cost
effective and timely manner;

> developments in the political, economic or regulatory
environment affecting the markets in which we operate,
including trade embargoes, changes in tax rates, changes
in patent protection regulations, allegations of health risks
from electromagnetic fields, cost of radio licenses for our
customers, allocation of radio frequencies for different
purposes and results of standardization activities;

> the effectiveness of our strategies and their execution,
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including partnerships, acquisitions and divestments;

> financial risks, including changes in foreign exchange
rates or interest rates, lack of liquidity or access to
financing, changes in tax liabilities, credit risks in relation
to counterparties, customer defaults under significant
customer finance arrangements and risks of confiscation of
assets in foreign countries;

> the impact of the consolidation in the industry, and the
resulting (i) reduction in the number of customers, and
adverse consequences of a loss of, or significant decline in,
our business with a major customer; (ji) increased strength
of a competitor or the establishment of new competitors;

> the impact of changes in product demand, price erosion,
competition from existing or new competitors or new
technologies or alliances between vendors of different types
of technology and the risk that our products and services
may not sell at the rates or levels we anticipate;

> the product mix and margins of our sales;

> the volatility of market demand and difficulties to forecast
such demand;

> our ability to develop commercially viable products, systems
and services, to acquire licenses of necessary technology, to
protect our intellectual property rights through patents and
trademarks and to license them to others and defend them
against infringement, and the results of patent litigation;

> supply constraints, including component or production
capacity shortages, suppliers’ abilities to cost effectively
deliver quality products on time and in sufficient volumes,
and risks related to concentration of proprietary or
outsourced production in a single facility or sole source
situations with a single vendor;

> our ability to successfully manage operators’ networks to
their satisfaction with satisfactory margins;

> our ability to maintain a strong brand and good reputation
and to be acknowledged for good corporate governance;

> our ability to recruit and retain qualified management and
other key employees.

Certain of these risks and uncertainties are described further in
“Risk Factors”. We undertake no obligation to publicly update
or revise any forward-looking statements included in this
Annual Report, whether as a result of new information, future
events or otherwise, except as required by applicable law or
stock exchange regulation.
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INTRODUCTION

This report outlines how the remuneration policy is implemented throughout
Ericsson in line with corporate governance best practice, with specific references
to Group management. To begin with, the work of the Remuneration Committee
2010 and the remuneration policy are explained, followed by descriptions of plans
and approaches. This report also includes information on how the remuneration
programs have been evaluated and conclusions from that. More details of the
remuneration of Group management and Board members’ fees can be found in
the Notes to the Consolidated Financial Statements — Note C29, “Information
regarding members of the Board of Directors, the Group management and
employees” (“Note C29”).

THE REMUNERATION COMMITTEE

The Remuneration Committee advises the Board of Directors on an ongoing
basis on the remuneration of the Group management, hereafter referred to as the
Executive Leadership Team (ELT). This includes fixed salaries, pensions, other
benefits and short-term and long-term variable remuneration, all in the context

of pay and employment conditions throughout Ericsson. The Remuneration
Committee also approves variable remuneration outcomes, prepares
remuneration related proposals for Board and shareholder approval and develops
and monitors the remuneration policy, strategies and general guidelines for
employee remuneration.

The Remuneration Committee’s work is the foundation for the governance of
our remuneration processes together with our internal systems and audit controls.
The Committee is chaired by Michael Treschow and its other members are Nancy
McKinstry, Bérje Ekholm and Karin Aberg. All the members are non-executive
directors, independent (except for the employee representative) as required by
the Swedish Corporate Governance Code and have relevant knowledge and
experience of remuneration matters.

The Company’s General Counsel acts as secretary to the Committee.

The Chief Executive Officer, the Senior Vice President Human Resources &
Organization and the Vice President Compensation & Benefits attend the
Remuneration Committee meetings by invitation and assist the Committee in
its considerations, except when issues relating to their own remuneration are
being discussed.

The Remuneration Committee has appointed an independent expert advisor,
Gerrit Aronson, to assist and advise the Committee. Gerrit Aronson provided no

CONTENTS

REMUNERATION REPORT

REMUNERATION
POLICY

Remuneration at Ericsson is based
on the principles of performance,
competitiveness and fairness.
Our remuneration policy together
with the mix of remuneration
elements are designed to reflect
these remuneration principles by
creating a balanced remuneration
package. The policy for 2010

can be found in Note C29. The
auditors’ opinion on how we have
followed our policy during 2010 is
posted on the website.
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THE REMUNERATION COMMITTEE

AUGUST-OCTOBER

> Review of committee working arrangements

> lIssues, trends and market practice analyses

> Review of Executive Performance Stock Plan
target achievement and vesting decision

> Review of risks associated with remuneration

Review of remuneration policy, package

construction and design of individual elements

v

MAY-JULY
> Review of appropriateness of targets

ANNUAL CYCLE OF THE REMUNERATION COMMITTEE’S WORK

Annual cycle of
the Remuneration

Committee’s work

NOVEMBER-FEBRUARY

> Salary review for Executive Leadership Team (ELT) and
other senior executives

Review of target achievements for Short-Term Variable
plan, vesting and target setting decisions

Target setting for Long-Term Variable plan

Proposals for AGM

Communications to investors, including Annual Report
Review of total remuneration outcomes and costs

NVARVERVERVS v

v

MARCH-APRIL
> Annual General Meeting of shareholders

other services to the Company during 2010. The Remuneration
Committee is also provided with national and international pay
data collected from external survey providers and can call on
other independent expertise, should it so require. The Chairman
continues to ensure that contact is maintained, as necessary
and appropriate, with principal shareholders on the subject

of remuneration.

The purpose and function of the Remuneration Committee
will continue going forward and its responsibilities can be
found on the Ericsson website (www.ericsson.com). These
responsibilities, together with the remuneration policy, are
reviewed and evaluated annually in light of matters such as
changes to corporate governance best practice or changes to
accounting, legislation, political opinion or business practices
among peers. This helps to ensure that the policy continues to
provide Ericsson with a competitive remuneration strategy.
The policy for Group management remuneration is, in
accordance with Swedish law, brought to shareholders
annually for approval.
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REMUNERATION 2010

The Remuneration Committee met nine times during the

year. The winter meetings focused on following-up results

from the 2009 variable remuneration programs and preparing
proposals to shareholders for the 2010 Annual General Meeting
(AGM). During winter and spring the committee considered

the new Regional organization and new members in the
Executive Leadership Team (ELT). In the fall the work began
with a review of the remuneration strategy with focus on the
Long-Term Variable remuneration, the Short-Term Variable
remuneration plans and levels of fixed compensation. Feedback
from meetings with investors, market analysis and global

trend analyses served as input to the remuneration strategy
discussion. As is illustrated above, the Committee has also
considered market trends, existing and potential remuneration
risks, target setting, its working arrangements and corporate
governance.

Evaluation of remuneration policy and plans

The Remuneration Committee has supported the Board with
the review and evaluation of the remuneration policy and
practice. As described later in this report, all remuneration
elements and levels are evaluated through benchmarking
against market data provided by external sources. Analyses of
market data, as well as of attrition data, show that Ericsson is in
general competitive in local markets and that total remuneration
is appropriate but not excessive.

The remuneration policy is evaluated annually in light of the
long-term strategy and the Remuneration Committee’s overview
of total remuneration and each individual remuneration element.
The Committee has concluded and the Board has decided that
the remuneration policy remains valid and right for Ericsson and
should not be materially changed for 2011.

Evaluation through employee surveys show that the
common understanding of Ericsson’s remuneration policy could



be improved. To enhance the understanding of how Ericsson
translates remuneration principles and policy into practice, a
Remuneration website has been launched in January 2011.
This is a training program containing e-learning and training
targeted at line managers to support more informed decisions
and better communication to the wider employee population.
Extensive analyses of local market data for each position
in the Executive Leadership Team have been conducted and
decisions on budget and increases for ELT have been taken
by Remuneration Committee. The work is also reviewed by the

independent advisor to the Committee.

The evaluation of Long-Term Variable remuneration plans
concluded that the objectives of the Stock Purchase Plan to
promote “One Ericsson” and align the interests of employees
with those of shareholders have been successful. The
participation rate has increased from 25 percent to 27 percent
over the year. The evaluation conducted also confirms that the
Key Contributor Retention Plan meets the purpose to retain
our key employees, the voluntary attrition rate among Key
Contributors being about two thirds compared to total number

of employees.

REMUNERATION 2010

Short-Term Variable remuneration plans are “effective” or “very
effective” in meeting the purpose of the plans.

This confirms earlier third-party research that has shown
that the Long-Term Variable plans drive the right values and
enhance retention. The plans remain competitive by Swedish
standards. The participation rate among Key Contributors
remains high compared with international benchmarks.

However, the evaluation has also shown that the Executive
Performance Stock Plan has had limited success in terms
of meeting the purpose of rewarding long-term financial

performance. The performance target has proved to be more

binary than anticipated, where the 2004 program vested in
full and the programs for 2005, 2006 and 2007 did not vest.
Extensive work has been conducted to define how the plan

should be developed and this has identified the need to secure

the AGM.

A survey of Ericsson’s managers in January 2011 verified
that over half of managers think the Long-Term Variable and

SUMMARIES OF 2010 SHORT- AND LONG-TERM VARIABLE REMUNERATION

What we call it What is it?

What is the objective?

Who participates?

clear targets that are more aligned with strategy and value
creation. Based on this, the Board has evaluated targets and
target levels to identify those that best support the long-term
strategy and value creation of the company and will propose
these targets for the 2011 Executive Performance Stock Plan to

How is it earned?

Short-term: Remuneration delivered over 12 months or less

Fixed salary Fixed remuneration paid at Attract and retain employees, All employees Market appropriate levels set
set times delivering part of annual according to position and
remuneration in a predictable evaluated according to
format individual performance
Short-Term Variable A variable plan that is Align employees with clear Managers, including Achievements against set

remuneration (STV) measured and paid over a

single year

and relevant targets,
providing an earnings
opportunity in return for
performance and flexible cost

Executive Leadership Team

targets. Reward can increase
to up to twice the target level
and decrease to zero,
depending on performance

Local and Sales Incentive Tailored versions of the STV

Plans

As for STV, tailored for local
or business requirements,
such as sales

Most employees

Similar to STV. All plans have
maximum award and vesting
limits

Long-term: Remuneration delivered over 3 years or more
Stock Purchase Plan (SPP)

All-employee stock-based
plan

Reinforce a “One Ericsson”
and align employees’
interests with those of
shareholders

All employees are eligible

Buy one share and it will be
matched by one share after 3
years if still employed

Key Contributor Retention
Plan (KC)

Share-based plan for
selected individuals

Recognize, retain and
motivate key contributors for
performance, critical skills
and potential

Up to 10 percent of
employees

If selected, get one more
matching share in addition to
the SPP one

Executive Performance
Stock Plan (EPSP)

Share-based plan for senior
executives

Remuneration for long-term
commitment and earnings
performance

Senior executives, including
Executive Leadership Team

Get up to 4, 6 or, for CEO, 9
further matching shares to
the SPP one for long-term
performance.
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TOTAL REMUNERATION

FIXED SALARY, SHORT-TERM ]
AND LONG-TERM VARIABLE
REMUNERATION AS PERCENT OF
TOTAL TARGET REMUNERATION

100

80 —
60
40
20

0

CEO Average ELT
excl. CEO

Target Long-Term Variable 2010
@ Short-Term Variable Target 2010
@ Fixed salary 2010

SHORT-TERM VARIABLE ]
REMUNERATION PAYOUTS AND
TARGET LEVELS

Max

2006 2007 2008 2009 2010

@ CEO
@ Average Ericsson Leadership Team
excluding CEO
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TOTAL REMUNERATION

When we consider the remuneration of an individual, it is the total remuneration
that matters. We first consider the total annual cash compensation, looking at
target level of short-term variable remuneration plus fixed salary. We then add
target long-term variable remuneration to get total target remuneration and, finally,
pension and other benefits to arrive at the total package.

For the ELT, remuneration consists of fixed salary, short-term and long-term
variable remuneration, pension and other benefits. If the size of any one of these
elements is increased or decreased, at least one other element has to change
where the competitive position should remain unchanged.

The remuneration costs for the CEO and the ELT are reported in Note C29.

Fixed salary

Fixed salaries are set to be competitive within an individual’s home market. When
setting fixed salaries the Remuneration Committee considers the impact on

total remuneration, including pension and associated costs. The absolute levels
are determined by the size and complexity of the position and the year-to-year
performance of the individual. Together with other elements of remuneration, the
ELT salaries are subject to an annual review by the Remuneration Committee,
which considers external pay data to ensure that levels of pay remain competitive
and appropriate to the remuneration policy.

Variable remuneration

At Ericsson we strongly believe that, where possible, we should encourage
variable compensation as integral part of total target remuneration approach.

First and foremost this aligns employees with clear and relevant targets but it also
enables more flexible payroll costs and emphasizes the link between performance
and pay. All variable remuneration plans have maximum award and vesting limits.

SHORT-TERM VARIABLE REMUNERATION

The annual variable remuneration is delivered through cash-based programs.
Specific business targets are derived from the annual business plan approved by
the Board of Directors and, in turn, defined by the Company’s long-term strategy.
Ericsson strives to grow faster than the market with best-in-class margins and
strong cash conversion and therefore the starting point is to have these as three
core targets:

> Sales Growth

> Operating Income

> Cash Flow

For the ELT, targets are thus predominantly financial targets at either Group
level or at the individual unit level and may also include operational targets
like customer satisfaction and employee motivation. Targets are cascaded

to all managers and will vary depending on the specific position. All variable
remuneration targets have to be objective and measurable and typically refer
to a result that is achieved on a collective basis. Each target is, in accordance
with our strict governance instructions, defined in a “target specification” and
measured over the calendar year. The target setting process is fully integrated
with the strategy work and target levels are tested against plans and forecasts
up until they are finalized around the turn of the year. The Board of Directors
and the Remuneration Committee decide on all Ericsson Group targets, which
are cascaded to unit-related targets throughout the Company, always subject to
a two levels of management approval process. The Remuneration Committee
monitors the appropriateness and fairness of Group target levels throughout



SHORT-TERM VARIABLE REMUNERATION STRUCTURE

Short-Term Variable remuneration
as percentage of Fixed Salary

TOTAL REMUNERATION

Percentage of Short-Term Variable
remuneration opportunity

Target Maximum Actual paid Group Financial Unit/Functional Non-Financial

level level for 2010 Targets Financial Targets Targets

CEO 2010 40% 80% 64% 90% 0% 10%
CEO 2011 40% 80% - 90% 0% 10%
Average ELT 2010 " 31% 62% 46% 73% 16% 11%
Average ELT 2011 " 34% 68% = 61% 23% 16%

" Excludes CEO — differences in target and maximum levels from year to year are due to changes in the composition of the ELT.

the performance year and has the authority to revise them
should they cease to be relevant, stretching and/or enhance
shareholder value.

During 2010, approximately 75,000 employees participated
in short-term variable plans. Of these 8,000 were in the global
Short-Term Variable remuneration plan (“STV”) for management,
including the ELT, and 4,000 were in the global Sales Incentive
Plan (“SIP”). Local plans vary in design according to local
competitive practice but typically mirror the STV.

The chart on page 130 illustrates how payouts to the ELT
have varied with performance over the past five years.

LONG-TERM VARIABLE REMUNERATION

Share-based long-term variable remuneration plans are
submitted each year for approval by shareholders at the AGM.
All long-term variable remuneration plans are designed to form
part of a well-balanced total remuneration and span over a
minimum of three years. As these are variable plans, outcomes
are unknown and rewards depend on long-term personal
investment, corporate performance and resulting share price
performance. During 2010, share-based remuneration was
made up of three different but linked plans: The all-employee
Stock Purchase Plan, the Key Contributor Retention Plan and
the Executive Performance Stock Plan.

THE STOCK PURCHASE PLAN

The all-employee Stock Purchase Plan is designed to offer,
where practicable, an incentive for all employees to participate,
reinforcing a “One Ericsson” aligned with shareholder interests.
Employees can save up to 7.5 percent (CEO 10 percent ) of
gross fixed salary (CEO, gross fixed salary and annual variable
remuneration) for purchase of Class B shares at market price on
NASDAQ OMX Stockholm or ADSs on NASDAQ (contribution
shares) over a twelve-month period. If the contribution

shares are retained by the employee for three years after the
investment and employment with the Ericsson Group continues
during that time, the employee’s shares will be matched with

a corresponding number of Class B shares or ADSs. The

plan was introduced in 2002 and employees in 94 countries
participate. In December 2010 the number of participants was
in excess of 22,000 or approximately 27 percent of eligible
employees.

Participants save each month, beginning with August
payroll, towards quarterly investments. These investments (in
November, February, May and August) are matched on the third
anniversary of each such investment and hence the matching
spans over two financial years and two tax years.

THE KEY CONTRIBUTOR RETENTION PLAN

The Key Contributor Retention Plan is part of Ericsson’s talent
management strategy and is designed to give individuals
recognition for performance, critical skills and potential as well
as encourage retention of key employees. Under the program,
operating units around the world are given quotas that total

no more than 10 percent of employees world-wide. Each unit
nominates individuals that have been identified according to
performance, critical skills and potential. The nominations are
calibrated in management teams locally and reviewed by both
local and corporate Human Resources to ensure that there is a
minimum of bias and a strong belief in the system. Participants
selected obtain one extra matching share in addition to the
one matching share for each contribution share purchased
under the Stock Purchase Plan during a twelve-month program
period. The plan was introduced in 2004.

THE EXECUTIVE PERFORMANCE STOCK PLAN

The Executive Performance Stock Plan was also first
introduced in 2004. The plan is designed to focus management
on driving long-term financial performance and provide market
competitive remuneration. Senior executives, including the
ELT, are selected to obtain up to four or six extra shares
(performance matching shares). This is in addition to the one
matching share for each contribution share purchased under
the all employee Stock Purchase Plan and the performance
matching is subject to the fulfillment of an Earnings per Share
(EPS) performance target. Since 2010, the CEO may obtain up
to nine performance matching shares in addition to the Stock
Purchase Plan matching share for each contribution share.

The Remuneration Committee has been satisfied that the
use of an EPS performance target has been an appropriate
measure to date. However, following its evaluation, the
Remuneration Committee and the Board have decided to
propose to the 2011 AGM a new set of performance measures
for the 2011 Executive Performance Stock Plan.
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The performance targets are not capable of being retested
after the end of the three-year performance period. If the
minimum required performance is not achieved, all matching
shares subject to performance will lapse. The Board may also
reduce the number of performance matching shares, if deemed
appropriate, considering the Company’s financial results and
position, conditions on the stock market and other relevant
circumstances at the time of matching. The Remuneration
Committee analyzes the financial results against those of
competitors in the industry.

Benefits and terms of employment

Pension benefits follow the competitive practice in the
employee’s home country and may contain various
supplementary plans, in addition to any national system for
social security. Where possible, pension plans are operated on
a defined contribution basis. Under these plans, Ericsson pays
contributions into a plan but does not guarantee the ultimate
benefit, unless local regulations or legislation prescribe that
defined benefit plans that do give such guarantees have to

be offered.

For the CEO and other members of the ELT employed in
Sweden a supplementary pension plan is applied in addition to
the occupational pension plan for salaried staff on the Swedish
labor market (ITP). The pension age is according to local
practice, for ELT members normally 60 years. The pensionable
salary for ELT members on local contract in Sweden consists
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of the annual fixed salary including vacation pay and the target
value of the Short-Term Variable remuneration. For members
of the ELT who are not employed in Sweden, local market
competitive pension arrangements apply.

Other benefits, such as company car and medical insurance,
are also set to be competitive in the local market. ELT members
may not receive loans from the Company.

ELT members locally employed in Sweden have a mutual
notice period of up to six months. Upon termination of
employment by the Company, severance pay can amount to
up to 18 months fixed salary. For other ELT members different
notice period and severance pay agreement apply, however
no agreements exceeds the notice period of 6 months or the
severance pay of 18 months.

REMUNERATION OF THE
BOARD OF DIRECTORS

The remuneration of Directors not employed by Ericsson

is handled separately by the Nomination Committee and
approved by the Annual General Meeting of shareholders. The
remuneration consists of fees for Board and committee work,
part of which can be delivered under a synthetic share program.
The synthetic shares, which are valued in line with Ericsson’s
Class B shares, vest in cash after the publication of the year-
end financial statement during the fifth year after award.
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Corporate governance is not only about efficient and reliable controls and
procedures. We believe that adherence to a strong ethos of ethical business
practice by all people in our organization — starting at the top and permeating to
all employees — is essential to maintaining a sound and reliable corporate
governance structure.

As Chairman of the Board it lies at the core of my responsibilities to ensure that
the Board work is conducted in an optimal manner and in line with the principles
and processes in the work procedure of the Board of Directors. It is crucial that
the Board is at all times well informed in order to efficiently and in a constructive
manner promote open and meaningful debates on important issues. The Board
work is constantly scrutinized and improved to ensure that the Board has the best
possible basis for its resolutions.

The Board has two key roles: firstly to be a good supporter to the Company
management, and, secondly, to exercise a critical review and raise difficult
questions. These two roles must be well-balanced. It is crucial to ensure that the
Board and the executive management at all times have an open and straight-
forward dialogue.

Good corporate governance is the basis for building robust corporate culture.
It will further promote sustainable business practice which in turn generates
shareholder value.

Michael Treschow
Chairman of the Board of Directors

HIGHLIGHTS
OF 2010

Hans Vestberg (President &
CEO) and Michelangelo Volpi
were elected new Board
members

New organization — 23 Market
Units became 10 Regions

Corporate governance describes

the ways in which rights and
responsibilities are distributed among
the various corporate bodies according
to the laws, rules and processes to
which they are subject. It defines the
decision-making systems and structure
through which owners directly or
indirectly control a company.

This Corporate Governance
Report is rendered as a separate
report added to the Annual Report
in accordance with the Annual
Accounts Act (1995:1554 Chapter
6, Section 6) and the Swedish

Corporate Governance Code.
The report has been reviewed by
Ericsson’s auditor in accordance
with the Annual Accounts Act and
a separate report from the auditor
is appended hereto.
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REGULATION AND COMPLIANCE

CODE OF
BUSINESS
ETHICS

The Code of Business Ethics
can be found at www.ericsson.
com/article/code-of-business-
ethics_429026570_c

Information on the Ericsson website does not form
part of this Report.

REGULATION AND COMPLIANCE

External rules

As a Swedish public limited liability company with securities quoted on NASDAQ

OMX Stockholm as well as on NASDAQ New York, Ericsson is subject to a variety

of rules that affect its governance. Major external rules include:

> The Swedish Companies Act

> Rulebook for issuers of NASDAQ OMX Stockholm

> The Swedish Corporate Governance Code (the “Code”) which is found on the
website of the Swedish Corporate Governance Board who administrates the
Code (www.corporategovernanceboard.se)

> NASDAQ New York Stock Market Rules — including applicable NASDAQ
New York corporate governance requirements, subject to certain exemptions
principally reflecting mandatory Swedish legal requirements

> Applicable requirements of the US Securities and Exchange Commission.

Internal rules

In addition, to ensure compliance with legal and regulatory requirements and the

high ethical standards that we set for ourselves, Ericsson has internal rules that

include:

> Code of Business Ethics

> Group Steering Documents including Group policies and directives,
instructions and business processes for approval, control and risk
management

> Code of Conduct to be applied in the product development, production,
supply and support of Ericsson products and services worldwide.

The Board of Directors has also included internal rules in its work procedure.

Compliance with the Swedish Corporate Governance Code

The Code has been applied by Ericsson since July 2005. Ericsson is committed
to complying with best-practice corporate governance on a global level wherever
possible. This includes continued compliance with the Code. Ericsson has not
deviated from any of the provisions of the Code.

Compliance with applicable stock exchange rules
There has been no infringement of applicable stock exchange rules and Ericsson
has complied with good stock market practice.

Code of Business Ethics
Ericsson’s Code of Business Ethics sets out how the Group achieves and
maintains its high ethical standards. It summarizes the Group’s fundamental
policies and directives.
The ethical code has been translated into 25 languages. This ensures that it is
accessible to all employees and underpins the importance of ethical conduct in
all business activities. During recruitment, employees sign a form to acknowledge
that they are aware of the principles of the Code of Business Ethics. This
procedure is repeated at regular intervals throughout the term of employment.
Through this process, Ericsson strives to ensure that high ethical standards are
continuously upheld. All employees have an individual responsibility to ensure that
business practice adheres to the rules of the Code of Business Ethics.
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SHAREHOLDERS

S I_I A R E I_I O |— D E R S OWNERSHIP PERCENTAGE ]

(VOTING RIGHTS)

Ownership structure

As of December 31, 2010 Telefonaktiebolaget LM Ericsson (the “Parent
Company”), had 630,592 shareholders (according to the share register kept by
Euroclear Sweden AB). Institutions, both Swedish and international, own almost
78 percent of the shares. The largest shareholders are Industrivarden, holding
19.39 percent of the votes (together with Handelsbankens Pensionsstiftelse and
Pensionskassan SHB Forsékringsforening) and Investor, holding 19.33 percent of
the votes.

A significant number of the shares held by foreign investors are nominee-
registered, i.e. held off-record by banks, brokers and/or nominees. This means
that the actual shareholder is not displayed in the share register or included in the
shareholding statistics.

More information on Ericsson’s shareholders can be found in the chapter ® Swedish institutions. 60.90%,
“Share Information” in the Annual Report. Of_V\ll:lg;:tor: 19.33%

— Industrivarden: 19.39%
@ Foreign investors: 28.07%

@ Retail Swedish investors: 7.40%

Shares and voting rights

The share capital of the Parent Company consists of two classes of listed shares:
A and B. Each Class A share carries one vote and each Class B share carries one
tenth of one vote. Class A and B shares entitle the holder to the same proportion Other: 3.63%
of assets and earnings. They also carry equal rights in terms of dividends.

The Parent Company may also issue Class C shares in order to create treasury
stock to hedge variable remuneration programs resolved by the General Meeting.
The Class C shares are converted into Class B shares before they are transferred
to participants of the variable remuneration programs.

The members of the Board of Directors and the Executive Leadership Team
have the same voting rights on shares as other shareholders.

Source: Capital Precision

GOVERNANCE STRUCTURE ]

Shareholders’ Meeting Nomination

Annual General Meeting/ Committee
Extraordinary General Meeting

Board of Directors

12 Directors elected by the Shareholders’ Meeting
. . : . External
3 Directors and 3 Deputies appointed by the Unions Auditor

Committee Committee Committee
[
President and CEO
[

Management
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GENERAL MEETING OF SHAREHOLDERS

GENERAL MEETING
OF SHAREHOLDERS

Decision making at General Meetings

The decision-making rights of Ericsson’s shareholders are

exercised at General Meetings. Most resolutions at General

Meetings are passed by a simple majority. However, the

Swedish Companies Act requires qualified majorities in certain

cases, for example:

> Amending the articles of association

> The resolution to transfer own shares to employees
participating in employee share plans

The Annual General Meeting

of Shareholders

The Annual General Meeting (AGM) is held in Stockholm. The
date and venue for the meeting is announced on the Ericsson
website no later than in conjunction with the release of the
third-quarter report.

Shareholders who cannot participate in person may be
represented by proxy. Only named shareholders registered
in the share register have voting rights. Nominee-registered
shareholders who wish to vote may request to be entered into
the share register by the record date for the AGM.

The AGM is held in Swedish and is simultaneously
interpreted into English. All documentation provided by the
Company is available in both Swedish and English.

The AGM gives shareholders the opportunity to raise
questions relating to the operations of the Group. Ericsson
always strives to ensure that the members of the Board
of Directors and the Group management (the Executive
Leadership Team) are present to answer such questions.
Shareholders and other interested parties may also correspond

ANNUAL GENERAL
MEETING 201

Ericsson’s Annual General Meeting 2011 will take place
on April 13, at the Annex to the Ericsson Globe Arena in
Stockholm.

Shareholders who wish to have a matter considered at
the AGM should make a written request to the Board

in due time before the AGM. Further information on
Ericsson’s website.

HOW TO CONTACT
THE BOARD OF DIRECTORS

Telefonaktiebolaget LM Ericsson
The Board of Directors’ Secretariat
SE-164 83 Stockholm, Sweden
boardsecretariat@ericsson.com
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in writing with the Company at any time.
The auditor is always present at the AGM.

Ericsson’s Annual General Meeting 2010

1,836 shareholders attended the AGM held on April 13, 2010,
including shareholders represented by proxy, representing
approximately 62 percent of the votes.

The meeting was also attended by the Board of Directors,
members of the Executive Leadership Team and the external
auditor.

Decisions of the AGM 2010 included:
> Payment of a dividend of SEK 2.00 per share for 2009
> Re-election of Chairman of the Board of Directors, Michael

Treschow
> Re-election of members of the Board of Directors,

Roxanne S. Austin, Sir Peter L. Bonfield, Borje Ekholm,

UIf J. Johansson, Sverker Martin-L6f, Marcus Wallenberg,

Nancy McKinstry, Anders Nyrén and Carl-Henric Svanberg
> Election of Hans Vestberg and Michelangelo Volpi as new

members of the Board of Directors
> Board of Directors’ fees to remain unchanged:

— Chairman: SEK 3,750,000

— Other non-employed Board members: SEK 750,000 each

— Chairman of the Audit Committee: SEK 350,000

— Other non-employed members of the Audit Committee:

SEK 250,000 each
— Chairmen and other non-employed members of the
Finance and Remuneration committees: SEK 125,000 each
> Approval for part of the Directors’ fees to be paid in the form
of synthetic shares
> Approval of the remuneration policy for senior management
> Implementation of a Long-Term Variable Remuneration
Program.

The minutes of the AGM 2010 are available at:
www.ericsson.com/res/investors/docs/2010/agm/101119_
minutes_agm.pdf. (Information on the Ericsson website does
not form part of this Report).



NOMINATION COMMITTEE

A Nomination Committee was elected by the AGM for the
first time in 2001. Since then, each AGM has appointed a
Nomination Committee, or resolved on the procedure for
appointing the Nomination Committee.
The AGM 2010 resolved that the Nomination Committee
shall consist of:
> Representatives of the four largest shareholders by voting
power by the end of the month in which the AGM was held
> The Chairman of the Board of Directors.

However, as described in the procedure for appointing
members, the Nomination Committee may include additional
members following a request by a shareholder. The request
must be justified by changes in the shareholder’s share
ownership and be received by the Nomination Committee no
later than December 31.

Members of the Nomination Committee

In addition to the Chairman of the Board of Directors,

the current Nomination Committee consists of the four

representatives appointed by the four shareholders with the

largest voting power as of April 30, 2010:

> Jacob Wallenberg (Investor AB, Chairman of the Nomination
Committeee)

> Carl-Olof By (AB Industrivdrden, Svenska Handelsbankens
Pensionsstiftelse and Pensionskassan SHB
Forsakringsforening)

> Caroline af Ugglas (Livforsékringsaktiebolaget Skandia)

> Marianne Nilsson (Swedbank Robur Fonder).

The tasks of the Nomination Committee
Over the years the tasks of the Nomination Committee
have evolved to comply with the requirements of the Code.
However, the main task of the Committee remains to propose
candidates for election to the Board of Directors. In doing this,
the Committee must not only orientate itself on the Company’s
strategy and future challenges to be able to assess the
competence and experience that is required by the Board, but
also consider all applicable rules on the independence of the
Board of Directors.

It also prepares remuneration proposals for resolution by the
AGM for:
> Non-employed Directors elected by the AGM
> The auditor
> Members of the Nomination Committee.

To date, the Committee has not proposed that it should be paid
any fees. When proposing auditors, the Nomination Committee
selects candidates in cooperation with the Audit Committee of
the Board.

The Committee also proposes a candidate for election of the
Chairman of General Meetings.

NOMINATION COMMITTEE

Work of the Nomination Committee
for the AGM 2011

The Nomination Committee starts its work by going through
a checklist of all its duties according to the Code and its
procedure resolved by the AGM. It also sets a time plan for
its work ahead. As understanding of Ericsson’s business

is paramount to the members of the Committee, both the
Chairman of the Board and the President and CEO have
presented their views to the Committee on the Company’s
position and strategy.

The Committee has also been thoroughly informed of the
results of the evaluation of the Board work and procedures,
including the performance of the Chairman of the Board. From
this basis the Committee is able to make assessments on the
competence and experience required by the Board members.

The Committee has also acquainted itself with the
assessments made by the Company and the Audit Committee
in terms of quality and efficiency of external auditor work,
including recommendations regarding auditors and audit
fees. Following the Chairman of the Boards’ announcement
of his intention to resign from the Board, one main focus for
the Nomination Committee this year has been to nominate a
successor. As of February 21, 2011 the Nomination Committee
has held 8 meetings.

1

Shareholders may submit proposals to the Nomination
Committee at any time, but should do so in due time
before the AGM to ensure that they are considered

by the Committee. Further information is available on
Ericsson’s website.

HOW TO CONTACT THE
NOMINATION COMMITTEE

Telefonaktiebolaget LM Ericsson

The Nomination Committee

c/o General Counsel’s Office

SE-164 83 Stockholm, Sweden
nomination.committee@ericsson.com
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BOARD OF DIRECTORS

BOARD OF DIRECTORS

The Board of Directors is ultimately responsible for the
organization of Ericsson and the management of its operations.
It develops guidelines and instructions for day-to-day
operations, managed by the President and CEO. In turn, the
President and CEO ensures the Board is updated regularly

on events of importance to the Group. This includes business
development, results, financial position and the liquidity of

the Group.

According to the Articles of Association, the Board of
Directors shall consist of no less than 5 and no more than 12
directors, with no more than 6 deputies. In addition, under
Swedish law, trade unions have the right to appoint three
directors and their deputies to the Board.

Directors will serve from the close of one AGM to the close
of the next, but can serve any number of consecutive terms.

While the President and CEO may be elected as a director of
the Board, the Swedish Companies Act prohibits the President
of a public company from being elected Chairman of the Board.

Rules and regulations

Ericsson strictly follows rules and regulations regarding
conflicts of interest. Directors are disqualified from participating
in any decision regarding agreements between themselves and
Ericsson. The same applies for agreements between Ericsson
and any third party or legal entity in which the Board member
has an interest.

In order to ensure compliance with NASDAQ Stock Market
Rules, the Audit Committee has implemented a procedure on
related-party transactions. Furthermore, the Audit Committee
has established a pre-approval process for non-audit services
carried out by the external auditor.
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Composition of the Board of Directors

The Board of Directors consists of 12 Directors, including the
Chairman of the Board, elected by the shareholders at the
AGM 2010, for the period until the close of the AGM 2011.

It also includes three employee representatives, each with a
deputy, appointed by the trade unions for the same period of
time. The President and CEO, Hans Vestberg, is the only Board
member who was also a member of Ericsson’s management
during 2010.

Work procedure

Pursuant to the Swedish Companies Act, the Board of Directors
has adopted a work procedure that outlines rules for the
distribution of tasks between the Board and its Committees as
well as between the Board, its Committees and the President
and CEO. This complements the regulation in the Swedish
Companies Act and the Articles of Association of the Company.
The work procedure is reviewed, evaluated and adopted by the
Board at least once a year as required.

Independence

The Board of Directors and its Committees are subject to

a variety of independence requirements. Ericsson applies
independence rules in applicable Swedish law, the Swedish
Corporate Governance Code, the NASDAQ Stock Market Rules
and in the Sarbanes-Oxley Act of 2002. However, Ericsson has
sought and received exemptions from certain requirements

in the Sarbanes-Oxley Act and in the NASDAQ Stock Market
Rules that are contrary to Swedish law.

The composition of the Board of Directors meets all
applicable independence criteria.

The Nomination Committee concluded before the AGM
2010 that, for the purposes of the Code, at least six of the
persons nominated to the Board were independent of Ericsson,
its senior management and its major shareholders. These were
Roxanne S. Austin, Sir Peter L. Bonfield, Ulf J. Johansson,
Nancy McKinstry, Michael Treschow and Michelangelo Volpi.




Structure of the work of the Board of Directors

The work of the Board follows a yearly cycle in order to

address each of the duties of the Board appropriately and to

be able to keep strategy, risk assessment and value creation

high on the agenda.

> Statutory Meeting
The yearly cycle starts with the statutory Board meeting
which is held in connection with the AGM. At this meeting,
members of each of the three Committees are appointed
and the Board resolves on matters such as signatory power.

> First Interim Report Meeting
At the next ordinary meeting, the Board handles the first
interim report for the year.

> Main Strategy Meeting
Various strategic issues are addressed in most of the Board
meetings. However, in accordance with the annual cycle
for the strategy process, this Board meeting is in essence
dedicated to short and long-term strategies of the Group.
Following the Board’s input and approval of the overall
strategy, the strategy is cascaded throughout the entire
organization, starting at the Global Leadership Summit with
the top 250 managers in Ericsson.

> Second Interim Report Meeting
In July, the Board convenes to handle the interim report for
the second quarter of the year.

> Follow-up on Strategy & Risk Management Meeting
Following the summer, this meeting addresses particular
strategy matters in further detail and finally confirms the
Group strategy. The meeting also addresses the overall risk
management of the Group.

BOARD OF DIRECTORS

> Third Interim Report Meeting and Board Evaluation
A Board meeting is held at the end of October to handle the
third-quarter interim report.
The results of the Board evaluation are presented and
discussed by the Board during this meeting.

> Budget and Financial Outlook Meeting
The last meeting of the calendar year addresses budget
and financial outlook and a further analysis of internal and
external risks.

> Full-Year Financial Results Meeting
At the first meeting of the calendar year the Board focuses
on the financial result of the entire year and handles the
fourth-quarter report.

> Annual Report Meeting
At the second Board meeting in February, which closes
the yearly cycle of work, the Board concludes the Annual
Report.

As the Board is responsible for financial oversight, financials are
presented and evaluated at each Board meeting. Each Board
meeting generally also includes reports on committee work by
the Chairman of each committee. In addition, minutes from the
committee meetings are distributed to all Directors prior to the
Board meeting.

At each Board meeting the President and CEO reports on
business and market developments as well as the financial
performance of the Company. The Board is regularly informed
of developments in legal and regulatory matters of importance.

THE BOARD’S ANNUAL WORK CYCLE
Budget and financial outlook meeting

Q3 meeting
- Q8 Financial report

— Board work evaluation
- Board training

Follow-up Strategy & Risk
Management Meeting

Q2 meeting

Board
meetings
—annual cycle

— Q2 Financial report

Q4 meeting
— Financial result of the entire year

Annual report meeting
— Board signs the annual report
— Board training

Statutory meeting (in connection with AGM)
— Appointment of Committee Members
— Authorization to sign for the Company

Q1 meeting
- Q1 Financial report

Main Strategy meeting
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BOARD OF DIRECTORS

Auditor involvement

The Board meets with Ericsson’s external auditor at least once
a year to receive and consider the auditor’s observations. The
auditor prepares reports for the management on the accounting
and financial reporting practices of the Group.

The Audit Committee also meets with the auditor to receive
and consider observations on the interim reports. The auditor
has been instructed to report on whether the accounts, the
management of funds and the general financial position of the
Group are well controlled in all material respects.

The Board also reviews and assesses the process for
financial reporting, as described later in “Internal control over
financial reporting 2010”. Combined with the internal controls,
the Board’s and the auditor’s review of interim and annual
reports are deemed to give reasonable assurance on the quality
of the financial reporting.

Training of the Board of Directors

All new Directors receive comprehensive training tailored to

their individual requirements. Introductory training typically

includes meetings with the heads of the major businesses and

functions and training arranged by NASDAQ OMX Stockholm

on listing issues and insider rules. In addition, full-day training

sessions are held twice a year for all Directors. The sessions

enhance their knowledge of specific operations and issues

as appropriate to ensure that the Board has knowledge and

understanding at the forefront of technical development.

As arule, the Board receives Sustainability and Corporate

Responsibility training at least once a year.

Key focus areas in Board training 2010 were:

> Radio Technology, including R&D strategy and intellectual
property rights

> Major trends impacting the competitive landscape.

Work of the Board of Directors in 2010

Ten Board meetings were held in 2010. For attendance at

Board meetings see the table on page 143. Among the matters

addressed by the Board this year (apart from regular matters in

the annual Board work cycle) were :

> A more consolidated and efficient go-to-market model with
10 Regions instead of 23 Market Units

> Aredefined management team, the Executive Leadership
Team, including two regional heads

> Continued effects of the general financial uncertainty in
the market

> The causes and consequences of the general shortage of
components that telecom equipment providers, including
Ericsson, have experienced during the year

> The rollout of the multi-standard radio base station RBS
6000 - Ericsson’s first multi-standard base station.

> A number of acquisitions and divestments, including the
acquisition of Nortel’s stake in the joint venture LG-Nortel.
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Board work evaluation

A key objective of the Board evaluation is to ensure that

the Board is functioning well. This includes gaining an
understanding of the issues which the Board thinks warrant
greater scope and determining areas within the Board where
additional competence is needed. The evaluation also serves as
guidance for the work of the Nomination Committee.

Each year, the Chairman of the Board initiates and leads
the evaluation of Board and Committee work and procedures.
The evaluation tools include detailed questionnaires, interviews
and discussions.

In 2010, the Chairman held individual meetings with all the
Directors, following their response to two separate written
questionnaires, one covering the Board work in general and
the other the Chairman’s performance. The Chairman was not
involved in the development, compilation or evaluation of the
questionnaire which related to his performance, nor was he
present when his performance was evaluated. The evaluations
were thoroughly discussed and an action plan was developed
in order to further improve the work of the Board.

COMMITTEES OF THE
BOARD OF DIRECTORS

The Board of Directors has established three Committees:
the Audit Committee, the Finance Committee and the
Remuneration Committee. Members of each Committee
are appointed for one year amongst the Board members
in accordance with the principles set forth in the Swedish
Companies Act and the Code.

The work of the Committees is mainly to prepare matters
for final resolution by the Board. However, the Board has
authorized each Committee to determine certain issues in
limited areas. It may also on occasion provide extended
authorization to determine specific matters.

If deemed appropriate, the Board of Directors and each
Committee have the right to engage external expertise, either in
general or in respect to specific matters.

Prior to every Board meeting, each Committee submits, in
addition to minutes, a written summary to the Board on the
issues handled or resolved since the previous ordinary Board
meeting. In addition to the minutes and the written summary,
the Chairman of the Committee also reports on the Committee
work at each Board meeting.



Audit Committee

On behalf of the Board, the Audit Committee monitors
the following:

> The scope and correctness of the financial statements
> Compliance with legal and regulatory requirements

> Internal control over financial reporting

> Risk management.

The Audit Committee also reviews the annual and interim

financial reports and oversees the external audit process,

including audit fees. This involves:

> Reviewing, with management and the external auditor, the
financial statements. This includes conformity with generally
accepted accounting principles

> Reviewing, 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

> Reviewing matters arising from reviews and audits performed.

The Audit Committee itself does not perform audit work.
Ericsson has an internal audit function which reports to the Audit
Committee and performs independent audits.

When applicable, the Committee is also involved in the
preparatory work of proposing candidates for the election of the
auditor. It also monitors Group transactions and the ongoing
performance and independence of the auditor. This avoids
conflicts of interest.

In order to ensure the auditor’s independence, the Audit
Committee has established pre-approval policies and
procedures for non-audit related services to be performed
by the external auditor. Pre-approval authority may not be
delegated to management.

Also in place are the following:
> A process for reviewing transactions with related parties
> A whistleblower procedure for the reporting of violations

relating to accounting, internal control and auditing matters.

ORGANIZATION OF THE BOARD WORK

Board of Directors
15 Directors

Audit
Committee
(4 Directors)

Remuneration
Committee
(4 Directors)

Finance
Committee
(4 Directors)

> Oversight over
financial reporting

> Oversight over
internal control

> Financing
> Investing
> Customer credits

> Remuneration policy

> Long-Term Variable
Remuneration

> Executive
> Oversight over compensation

auditing

COMMITTEES OF THE

BOARD OF DIRECTORS

Alleged violations are investigated by Ericsson’s internal audit
function in conjunction with the relevant Group Function.
Information regarding any incidents are reported to the Audit
Committee. The report includes measures taken, details of the
responsible Group Function and the status of any investigation.

MEMBERS OF THE AUDIT COMMITTEE

The Audit Committee consists of four Board members
appointed by the Board. In 2010, the Audit Committee
comprised UIf J. Johansson (Chairman of the Committee),
Roxanne S. Austin, Sir Peter L. Bonfield and Jan Hedlund.

All members are independent from the Company and
senior management, except Jan Hedlund, who is appointed
Board member by the unions pursuant to Swedish mandatory
law. Each member is financially literate and familiar with the
accounting practices of an international company such as
Ericsson. At least one member must be an audit committee
financial expert, in accordance with the Sarbanes-Oxley Act,
Section 407. The Board of Directors has determined that Ulf
J. Johansson, Roxanne S. Austin and Sir Peter L. Bonfield all
satisfy this requirement.

Former authorized public accountant, Peter Markborn,
is appointed external expert advisor to assist and advise the
Audit Committee.

WORK OF THE AUDIT COMMITTEE

The Audit Committee held eight meetings in 2010. Directors’
attendance is reflected in the table on page 143. During the
year, the Audit Committee reviewed the scope and results of
external financial audits and the independence of the external
auditor. It also monitored the external audit fees and approved
non-audit services performed by the external auditor.

Certain additional non-audit services performed by the
external auditor were approved by the Audit Committee
Chairman under the Committee’s pre-approval policies and
procedures. The Committee approved the annual audit plan
for the internal audit function and reviewed its reports. Prior to
publishing, the Committee also reviewed and discussed each
interim report with the external auditor.

The Committee monitored the continued compliance with
the Sarbanes-Oxley Act and the internal control and risk
management process. It has also reviewed certain related-party
transactions in accordance with its established process.
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BOARD OF DIRECTORS

Finance Committee

The Finance Committee is primarily responsible for:

> Handling matters related to acquisitions and divestments

> Handling capital contributions to companies inside and
outside the Ericsson Group

> Raising of loans, issuances of guarantees and similar
undertakings, and the approval of financial support to
customers and suppliers

> Continuously monitoring the Group’s financial risk exposure.

The Finance Committee is authorized to determine matters

such as:

> Direct or indirect financing

> Provision of credits

> Granting of securities and guarantees

> Certain investments, divestments and financial
commitments.

MEMBERS OF THE FINANCE COMMITTEE

The Finance Committee consists of four Board members as
appointed by the Board. In 2010, the Finance Committee
comprised: Marcus Wallenberg (Chairman of the Committee),
Anna Guldstrand, Anders Nyrén and Michael Treschow.

WORK OF THE FINANCE COMMITTEE IN 2010

The Finance Committee held nine meetings in 2010. Directors’
attendance is reflected in the table on page 143. During the
year the Finance Committee has approved numerous customer
finance and credit facility arrangements with a continued focus
on capital structure, cash flow and cash generating ability. It
has also continuously monitored Ericsson’s financial position
and credit exposure.

Remuneration Committee

The Remuneration Committee’s main responsibility is to prepare

for resolution by the Board of Directors matters regarding salary

and other remuneration. This includes pension benefits of the

President and CEO, the Executive Vice Presidents and other

officers who report directly to the President and CEO. Other

responsibilities include:

> Developing, monitoring and evaluating strategies and
general guidelines for employee remuneration, including
short-term variable remuneration and pension benefits

> Reviewing the results of short-term variable remuneration
plans before pay out

> Preparation of the long-term variable remuneration
program for referral to the Board and resolution by the
General Meeting

> Preparation of targets for short-term variable remuneration
for the following year, for resolution by the Board.

To achieve this, the Committee holds annual remuneration
reviews with Company representatives. These reviews
determine the strategic direction, and align program designs
and pay policies with the business objectives.
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MEMBERS OF THE COMMITTEES

Members of the Committees of the Board of Directors 2010

Audit Finance
Committee Committee

Remuneration
Committee

> Michael Treschow
(Chairman)

> Borje Ekholm
> Nancy McKinstry
> Karin /:\berg

> UIf J Johansson
(Chairman)

> Roxanne S. Austin
> Sir Peter L. Bonfield
> Jan Hedlund

> Marcus Wallenberg
(Chairman)

> Anna Guldstrand
> Anders Nyrén
> Michael Treschow

Consideration is given to trends in remuneration, legislative
changes, disclosure rules and the general global environment
surrounding executive pay. The Committee reviews salary survey
data before approving any salary adjustment for CEO direct
reports. In addition the Committee prepares salary adjustments
for the President and CEO for resolution by the Board.

MEMBERS OF THE REMUNERATION COMMITTEE

The Remuneration Committee consists of four Board members
as appointed by the Board. In 2010, the Remuneration
Committee comprised: Michael Treschow (Chairman of the
Committee), Bérje Ekholm, Nancy McKinstry, and Karin Aberg.
Gerrit Aronson is appointed by the Remuneration Committee
as an independent expert advisor to assist the Committee,
particularly regarding international trends and developments.

WORK OF THE REMUNERATION COMMITTEE IN 2010

The Remuneration Committee held eight meetings in 2010.
Directors’ attendance is reflected in the table on page 143.

The Committee reviewed and prepared for resolution by the
Board a proposal for the Long-Term Variable Remuneration
Program 2010. This was approved by the AGM 2010. The
Committee further resolved on salaries and short term variable
pay for 2010 for CEO direct reports and prepared for resolution
by the Board remuneration to the President and CEO, Hans
Vestberg. The Committee also prepared a remuneration policy
which was subsequently referred by the Board to the AGM
for approval.

Towards the end of the year, the Committee concluded
its analysis of the current long-term variable remuneration
structure and remuneration policy. The resulting proposals will
be referred to the AGM 2011 for resolution.

For further information on remuneration, fixed and variable
pay, please see Note C29 “Information Regarding Members
of the Board of Directors, the Group management and
Employees” in the Annual Report and the “Remuneration
Report” included the Annual Report.



REMUNERATION
TO BOARD MEMBERS

Remuneration to Board members not employed by the
Company is proposed by the Nomination Committee for
resolution by the Annual General Meeting.

The Annual General Meeting 2010 approved the Nomination
Committee’s proposal for fees to the non-employed Board
members for Board and Committee work. For information on
Board of Directors’ fees 2010, please refer to Notes to the
Consolidated Financial Statements — Note C29 “Information
Regarding Members of the Board of Directors, the Group
Management and Employees” in the Annual Report. The
Annual General Meeting 2010 also approved the Nomination
Committee’s proposal that Board members may be paid part of
their Board fee in the form of synthetic shares.

A synthetic share gives the right to receive a future cash
payment of an amount which corresponds to the market value
of a class B share in Ericsson at the time of payment. The
purpose of paying part of the Board of Director’s fee in the form
of synthetic shares is to further align the Directors’ interest with
shareholder interest. For more information on the terms and
conditions of the synthetic shares, please refer to the notice
convening the Annual General Meeting 2010 at www.ericsson.
com/thecompany/investors/general-meetings. (Information on
the Ericsson website does not form part of this document.)

DIRECTORS’ ATTENDANCE AND FEES 2010

Fees resolved by the AGM 2010

REMUNERATION TO BOARD MEMBERS

Number of Board/Committee meetings attended

Board member Board fees " Committee fees Board Audit Committee Finance Committee Remuneration Committee
Michael Treschow 3,750,000 250,000 10 9 8
Sverker Martin-Lof 750,000 10

Marcus Wallenberg 750,000 125,000 © S

Roxanne S. Austin 750,000 250,000 7 6

Sir Peter L. Bonfield 750,000 250,000 10 8

Borje Ekholm 750,000 125,000 9 7
UIf J. Johansson 750,000 350,000 10 8

Nancy McKinstry 750,000 125,000 10 7
Anders Nyrén 750,000 125,000 10 9

Carl-Henric Svanberg 750,000 8

Hans Vestberg - 8

Michelangelo Volpi ? 750,000 6

Anna Guldstrand 15,000 9 10 9

Jan Hedlund 15,000 o 10 8

Karin Aberg 15,000 9 10 8
Monica Bergstrom 2 4,500 9 3

Pehr Claesson 15,000 9 10

Kristina Davidsson 15,000 o 10

Karin Lennartsson 4 10,500 9 7

Total number of meetings 10 8 9 8

" Non-employed Directors can choose to receive part of their Board fee (exclusive of Committee fees) in the form of synthetic shares.

2 Elected as Board member as of April 13, 2010.
2 Resigned as Deputy employee representative as of April 13, 2010.

3 Deputy employee representative as of April 13, 2010.

9 Employee representative Board members and their deputies are not entitled to a Board fee but a compensation in the amount of SEK 1,500 per attended Board meeting.
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MEMBERS OF THE BOARD OF DIRECTORS

Roxanne S. Austin

MEMBERS OF THE
BOARD OF DIRECTORS

Board members elected by the Annual General Meeting 2010

Michael Treschow (first elected 2002). Chairman of the Board of Directors.
Chairman of the Remuneration Committee. Member of the Finance Committee.
Born 1943. Master of Science, Lund Institute of Technology, Sweden.

Board Chairman: Unilever NV, and Unilever PLC.

Board Member: ABB Ltd and the Knut and Alice Wallenberg Foundation.
Holdings in Ericsson ": 164,008 Class B shares.

Principal work experience and other information: Board Chairman of the
Confederation of Swedish Enterprise 2004-2007. President and CEO of AB
Electrolux 1997-2002 and Chairman of its Board of Directors 2004-2007. Earlier
experience includes positions in Atlas Copco, where he served as President and
CEO 1991-1997. Member of the Royal Academy of Engineering Sciences.

Marcus Wallenberg (first elected 1996). Deputy Chairman of the Board of
Directors. Chairman of the Finance Committee.

Born 1956. Bachelor of Science of Foreign Service, Georgetown University, USA.
Board Chairman: Skandinaviska Enskilda Banken, Saab AB and AB Electrolux.
Board Member: AstraZeneca PLC, Stora Enso Oy, the Knut and Alice Wallenberg
Foundation and Temasek Holdings Limited.

Holdings in Ericsson ": 1,200 Class A shares and 140,800 Class B shares.
Principal work experience and other information: Positions in Investor AB, where
he served as President and CEO 1999-2005. Prior to this he was Executive Vice
President at Investor. Previous employers include Stora Feldmihle AG, Citicorp,
Citibank and Deutsche Bank.

Sverker Martin-Lof (first elected 1993). Deputy Chairman of the Board

of Directors.

Born 1943. Doctor of Technology and Master of Engineering, Royal Institute of
Technology, Stockholm.

Board Chairman: Skanska AB, Svenska Cellulosa Aktiebolaget SCA, SSAB and
AB Industrivérden.

Board Member: Svenska Handelsbanken.

Holdings in Ericsson ": 10,400 Class B shares.

Principal work experience and other information: President and CEO of Svenska
Cellulosa Aktiebolaget SCA 1990-2002, where he was employed 1977-1983 and
1986-2002. Previous positions at Sunds Defibrator and Mo och Domsjé AB.

Roxanne S. Austin (first elected 2008). Member of the Audit Committee.
Born 1961. B.B.A. in Accounting, University of Texas, San Antonio, USA.

Board Member: Abbott Laboratories, Teledyne Technologies Inc.

and Target Corporation.

Holdings in Ericsson ": 3,000 Class B shares.

Principal work experience and other information: President of Austin Investment
Advisors since 2004. President and CEO of Move Networks Inc. 2009-2010.
President and CEO of DIRECTV 2001-2003. Corporate Senior Vice President and
Chief Financial Officer of Hughes Electronics Corporation 1997-2000, which she
joined in 1993. Previously a partner at Deloitte & Touche. Member of the board of
trustees of the California Science Center. Member of the California State Society
of certified Public Accountants and the American Institute of Certified Public
Accountants.
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Sir Peter L. Bonfield (first elected 2002). Member of the Audit Committee.
Born 1944. Honors degree in Engineering, Loughborough University,
Leicestershire, UK.

Board Chairman: NXP Semiconductors.

Deputy Chairman: British Quality Foundation.

Board Member: Mentor Graphics Inc., Sony Corporation, TSMC

and Actis Capital LLP.

Holdings in Ericsson ": 4,400 Class B shares.

Principal work experience and other information: CEO and Chairman of the
Executive Committee of British Telecommunications plc. 1996-2002. Chairman
and CEO of ICL plc 1990-1996. Positions with STC plc and Texas Instruments
Inc. Member of the Advisory Boards of New Venture Partners LLP, the Longreach
Group and Apax Partners LLP. Board Mentor of CMi. Senior Advisor, Rothschild,
London. Fellow of the Royal Academy of Engineering.

Bérje Ekholm (first elected 2006) Member of the Remuneration Committee.
Born 1963. Master of Science in Electrical Engineering, Royal Institute of
Technology, Stockholm. Master of Business Administration, INSEAD, France.
Board Chairman: Royal Institute of Technology, Stockholm.

Board Member: Investor AB, AB Chalmersinvest, EQT Partners AB, Husqgvarna
AB, Lindorff Group AB, the Royal Institute of Technology, Stockholm and Scania.
Holdings in Ericsson ": 30,760 Class B shares.

Principal work experience and other information: President and CEO of
Investor AB since 2005. Formerly Head of Investor Growth Capital Inc. and New
Investments. Previous positions at Novare Kapital AB and McKinsey & Co Inc.

UIf J. Johansson (first elected 2005) Chairman of the Audit Committee.
Born 1945. Doctor of Technology and Master of Science in Electrical Engineering,
Royal Institute of Technology, Stockholm.

Board Chairman: Acando AB, Eurostep Group AB, Novo A/S,

Novo Nordisk Foundation, and Trimble Navigation Ltd.

Board Member: Jump Tap Inc.

Holdings in Ericsson ": 6,435 Class B shares.

Principal work experience and other information: Founder of Europolitan
Vodafone AB, where he was the Chairman of the Board 1990-2005. Previous
positions at Spectra-Physics AB as President and CEO and at Ericsson Radio
Systems AB. Member of the Royal Academy of Engineering Sciences.

Nancy McKinstry (first elected 2004) Member of the Remuneration Committee.

Born 1959. Master of Business Administration in Finance and Marketing,
Columbia University, USA. Bachelor of Arts in Economics, University of Rhode
Island, USA.

Board Chairman: CEO and Chairman of the Executive Board of Wolters Kluwer n.v.

Board Member: TiasNimbas Business School.

Holdings in Ericsson ": 4,000 Class B shares.

Principal work experience and other information: CEO and Chairman of

the Executive Board of Wolters Kluwer n.v. President and CEO of CCH Legal
Information Services 1996-1999. Previous positions at Booz, Allen & Hamilton,
and New England Telephone Company. Member of the Advisory Board of the
University of Rhode Island, the Advisory Council of the Amsterdam Institute

of Finance, the Dutch Advisory Council of INSEAD, the Board of Overseers of
Columbia Business School and the Advisory Board of the Harrington School of
Communication and Media.

MEMBERS OF THE BOARD OF DIRECTORS
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Sir Peter L. Bonfield

UIf J. Johansson

Nancy McKinstry
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Anders Nyrén

Michelangelo Volpi

Anders Nyrén (first elected 2006) Member of the Finance Committee.

Born 1954. Graduate of Stockholm School of Economics, Master of Business
Administration from Anderson School of Management, UCLA, USA.

Board Chairman: Sandvik AB. Vice Chairman Svenska Handelsbanken.

Board Member: Svenska Cellulosa Aktiebolaget SCA, AB Industrivéarden,
SSAB, AB Volvo, Ernstrémgruppen and Stockholm School of Economics.
Holdings in Ericsson ": 6,686 Class B shares.

Principal work experience and other information: President and CEO of
Industrivarden since 2001. CFO and EVP of Skanska AB 1997-2001. Director
Capital Markets of Nordbanken 1996-1997. CFO and EVP of Securum AB 1992—
1996. Managing Director of OM International AB 1987-1992. Earlier positions at
STC Scandinavian Trading Co AB and AB Wilhelm Becker.

Carl-Henric Svanberg (first elected 2003)

Born 1952. Master of Science, Linképing Institute of Technology. Bachelor of
Science in Business Administration, University of Uppsala.

Board Chairman: BP p.l.c.

Board Member: Melker Schérling AB and University of Uppsala.

Holdings in Ericsson ": 3,234,441 Class B shares.

Principal work experience and other information: President and CEO of
Telefonaktiebolaget LM Ericsson 2003-2009. President and CEO of Assa Abloy
AB 1994-2008. Various positions within Securitas AB 1986-1994 and Asea
Brown Boveri (ABB) 1977-1985. Member of the Steering Committee of the Global
Alliance for Information and Communication Technologies and Development
(GAID), the External Advisory Board of the Earth Institute at Columbia University
and the Advisory Board of Harvard Kennedy School. Holds Honorary Doctorates
at Lulea University of Technology and Link&ping University and is the recipient of
the King of Sweden’s medal for his contribution to Swedish industry.

Hans Vestberg (first elected 2010)

Born 1965. Bachelor of Business Administration and Economics,

University of Uppsala.

Board Chairman: ST-Ericsson and Svenska Handbollférbundet.

Board Member: Sony Ericsson Mobile Communications AB and Thernlunds AB.
Holdings in Ericsson ": 54,368 Class B shares.

Principal work experience and other information: President and CEO as of
January 1, 2010. First Executive Vice President until December 31, 2009. Chief
Financial Officer and Head of Group Function Finance until October 31, 2009.
Previously Executive Vice President and Head of Business Unit Global Services.
Has held various positions in the Company since 1988, including Vice President
and Head of Market Unit Mexico and Head of Finance and Control in USA, Brazil
and Chile.

Michelangelo Volpi (first elected 2010)

Born 1966. Bachelor of Science in Mechanical Engineering and Masters in
Manufacturing Systems Engineering from Stanford University, USA. MBA from the
Stanford Graduate School of Business, USA.

Board Member: None.

Holdings in Ericsson ": None.

Principal work experience and other information: Partner at Index Ventures since
July 2009. Previously CEO of Joost Inc.. Employed by Cisco from 1994-2007 in
positions including Senior Vice President & General Manager of the Routing and
Service Provider Technology Group and Chief Strategy Officer. Has also worked
for Hewlett Packard in the optoelectronics division.

146 | CORPORATE GOVERNANCE REPORT 2010 Ericsson Annual Report 2010



MEMBERS OF THE BOARD OF DIRECTORS

MEMBERS OF THE
BOARD OF DIRECTORS

Board members and deputies appointed by the unions

Jan Hedlund (first appointed 1994)

Employee representative, Member of the Audit Committee

Born 1946. Appointed by the IF Metall union.

Holdings in Ericsson ": 964 Class B shares.

Employed since 1982. Previously working with model production
mechanics within Business Unit Networks and currently working full
time as union representative.

Anna Guldstrand (first appointed 2004)

Employee representative, Member of the Finance Committee

Born 1964. Appointed by the union The Swedish Association of
Graduate Engineers.

Holdings in Ericsson ": 1,667 Class B shares.

Employed since 1996. Working as knowledge manager within Business
Unit Global Services.

Karin Aberg (first appointed 2007)

Employee representative, Member of the Remuneration Committee
Born 1959. Appointed by the union Unionen.

Holdings in Ericsson ": 1,900 Class B shares.

Employed since 1995. Working as Service Engineer within Business
Unit Global Services.

Kristina Davidsson (first appointed 2006)

Deputy employee representative

Born 1955. Appointed by the IF Metall union.

Holdings in Ericsson ": 1,146 Class B shares.

Employed since 1995. Previously working as repairman within Business
Unit Networks and currently working full time as union representative.

Pehr Claesson (first appointed 2008)

Deputy employee representative

Born 1966. Appointed by the union The Swedish Association of Graduate
Engineers.

Holdings in Ericsson ": 619 Class B shares

Employed since 1997. Working with marketing and communication for
Consulting and Systems Integration within Business Unit Global Services.

Karin Lennartsson (first appointed 2010)

Deputy employee representative

Born 1957. Appointed by the Unionen union.

Holdings in Ericsson ": 328 Class B shares.

Employed since 1976. Working as Process Expert within Group Function Finance
— Process and Quality.

Hans Vestberg was the only Director who held an operational management position
at Ericsson in 2010. No Director has been elected pursuant to an arrangement or
understanding with any major shareholder, customer, supplier or other person.

" The number of Class B shares (and Class A shares, if applicable) includes holdings by related natural or legal Karin Lennartsson
persons and American Depositary Receipts, where applicable.
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COMPANY MANAGEMENT

The President/CEO and Group management

The Board of Directors appoints the President and CEO and

the Executive Vice Presidents. The President and CEO is

responsible for the management of day-to-day operations and

is supported by the Group management, called the Executive

Leadership Team (ELT). In addition to the President and

CEO, the ELT consists of heads of Group functions, heads of

business units, two regional heads and the Chief Brand Officer.

The role of the ELT is to:

> Establish a long-term vision, a strong corporate culture and
group strategies and policies, all based on objectives stated
by the Board

> Determine targets for operational units, allocate resources
and monitor unit performance

> Secure operational excellence and realize global synergies
through efficient organization of the Group.

Remuneration of the Executive Leadership Team

A Remuneration policy including guidelines on remuneration and
other employment terms for the ELT were approved by the AGM
2010. For further information on fixed and variable remuneration,
see the Remuneration Report and Notes to the Consolidated
Financial Statements — Note C29, “Information Regarding
Members of the Board of Directors, the Group management and
Employees” in the Annual Report.

The Ericsson Group Management System

The CEO and heads of Group functions have implemented a

management system to ensure that the business is managed:

> So that the objectives of Ericsson’s major stakeholders
(customers, shareholders, employees) are fulfilled

> Within established risk limits and with reliable internal control

> So the Company is compliant with applicable laws, listing
requirements and governance codes and fulfills its corporate
social responsibilities.

Ericsson is ISO 9001 (quality) and ISO 14001 (environment)
globally certified and ISO 27001 (information security) certified
in selected units. Certification to OHSAS 18001 (health & safety)
is ongoing. The management system is an important foundation
and is continuously evaluated and improved in line with ISO
requirements.
The Ericsson Group Management System comprises three
elements:
> Management and control: corporate culture, objective
setting, strategy formulation and steering documents such
as Group policies and directives
> Operational processes and IT tools: to support operational
excellence and leverage Ericsson’s scale advantages
> Organization and resources.

Risk management is an integrated part of the Ericsson Group
Management System.

MANAGEMENT AND CONTROL

Strategy, targets and monitoring

Ericsson uses balanced scorecards as tools for translating
strategic objectives into a set of performance indicators for its
operational units. These focus primarily on:

> Market and customer performance

Competitive position

Internal efficiency

Financial performance

Employee satisfaction and empowerment.

v VvV VvV Vv

Based on the annual strategy work, these scorecards are
updated with targets for each unit for the next year and
communicated throughout the organization. The balanced
scorecard is also used as a management tool to align operating
unit and individual goals to Company goals, follow up progress
and monitor identified risks.

ERICSSON GROUP MANAGEMENT SYSTEM

/
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ERICSSON’S CORE VALUES
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Corporate culture

Corporate culture has long been acknowledged as an important
factor for driving behavior, not only for compliance but also

in communication, decision making, efficiency and reaching
objectives. Respect, professionalism and perseverance are

the values that underpin Ericsson’s culture, guiding daily

work, relationships and business. Consequently, executive
management makes the communication and development of
Ericsson’s culture a key task in the management of the Group.

Group policies and directives

Group-wide policies and directives govern how the
organization works. These include a Code of Business Ethics,
policies on roles and responsibilities, segregation of duties,
capital expenditures, management of intellectual property
rights, financial reporting, environmental matters, and risk
management.

Operational processes and IT tools

As a market leader, Ericsson tries to utilize the competitive
advantages that are gained through scale and has implemented
common processes and IT tools across all its operational

units. Through management and continuous improvement of
these processes and IT tools, Ericsson reduces costs with
standardized internal controls and performance indicators.

COMPANY MANAGEMENT

Organization and resources

Ericsson is operated in two dimensions:

> Legal entities: more than 200 companies in more than 100
countries

> Operational units: Four business units and ten regions.

In addition, Group functions coordinate Ericsson’s strategies,
operations and resource allocation and define the necessary
directives, processes and organization for the effective
governance of the Group.

Risk management

Ericsson’s risk management is integrated with the business
and its operational processes and is a part of the Ericsson
Group Management System to ensure accountability,
effectiveness, efficiency, business continuity and compliance
with corporate governance, legal and other requirements. The
Board of Directors is also actively engaged in the Company’s
risk management. Risks related to set long-term objectives
are discussed and strategies are formally approved by the
Board as part of the annual strategy process. Risks related
to annual targets for the Company are also reviewed by the
Board and then monitored continuously during the year.
Certain transactional risks require specific Board approval,
e.g. acquisitions, management remuneration, borrowing or
customer finance in excess of pre-defined limits.

STRATEGIC AND TACTICAL RISKS

Strategic risks constitute the highest risk to the Company

if not managed properly as they could have a long-term

impact. Ericsson therefore reviews its long-term objectives,
main strategies and business scope on an annual basis and
continuously works on the tactics to reach these objectives and
mitigate any risks identified.

Board Target Approval
Review of one-year risks

Target Setting
(12 month horizon) Related risk
identification and mitigation

Board Follow-up
Strategy and Risk
Management meeting

O Quarterly risk monitoring

STRATEGIC, TARGET SETTING AND RISK MANAGEMENT CYCLE

New Business
Development

Group Management Strategy directives
Quantitative and qualitative situation analysis

Group Strategy Development
(five year perspective)

Business Unit & Group
Function Strategy planning
Strategic risk identification and mitigation

Board Main Strategy Meeting
Global Strategy Conference for senior management
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In the annual strategy and target setting process, objectives
are set for the next five years, risks and opportunities are
assessed and strategies are developed to achieve the
objectives. The strategy process in the Company is well
established and involves regions, business units and Group
functions. The strategy is finally summarized and discussed in
a yearly senior management meeting with approximately 250
managers from all parts of the business. By involving all parts
of the business in the process, potential risks are identified
early and mitigating actions can be incorporated in the strategy
and in the annual target process following the finalization of
the strategy.

Technology development, industry and market fundamentals
as well as the development of the economy are key
components in the evaluation of risks related to Ericsson’s
long-term objectives.

The outcome from the strategy process forms the basis for
the annual target process which involves regions, business
units and Group functions. Risks and opportunities linked to
the targets are identified as part of this process together with
actions to mitigate the identified risks. Follow-up of targets,
risks and mitigating actions are reported and discussed
continuously in business unit and region steering groups as well
as being reviewed by the Board of Directors.

The Company has been using the Balanced Scorecard
concept to structure its targets, risks and opportunities for
many years. For 2010 risks and opportunities were identified
and analyzed in the five balanced scorecard perspectives. For
more information on risks related to Ericsson’s business, see
Risk Factors.

OPERATIONAL AND FINANCIAL RISKS

Operational risks are owned and managed by operational
units. Risk management is embedded in various process
controls, such as decision tollgates and approvals. Certain
cross-process risks, such as information security/IT, corporate

responsibility & business continuity and insurable risks are
centrally coordinated. Financial risk management is governed
by a Group policy and carried out by the Treasury and
Customer Finance functions, both supervised by the Finance
Committee. The policy governs risk exposures related to
foreign exchange, liquidity/financing, interest rates, credit
risk and market price risk in equity instruments. For further
information on financial risk management, see Notes to

the Consolidated Financial Statements — Note C14, “Trade
Receivables and Customer Finance”, Note C19, “Interest-
Bearing Liabilities” and Note C20, “Financial Risk Management
and Financial Instruments”.

COMPLIANCE RISKS

Ericsson has implemented Group policies and directives to
ensure compliance with applicable laws and regulations,
including a Code of Business Ethics and a Code of Conduct.
Risk management is integrated in the Company’s business
processes. Policies and controls are implemented to ensure
compliance with financial reporting standards and stock market
regulations, e.g. the US Sarbanes-Oxley Act.

MONITORING AND AUDITS

Company management monitors the compliance with policies,
directives and processes through internal self-assessment
within all units. This is complemented by internal and external
audits. External financial audits are performed by PwC, and
ISO/management system audits by Det Norske Veritas, DNV.
Internal audits are performed by the company’s internal audit
function which reports to the Audit Committee. Audits of
suppliers are also conducted in order to secure compliance
with agreed key performance indicators and Ericsson’s

Code of Conduct which is mandatory for suppliers to the
Ericsson Group.

Preparations

Establish gross list

PROCESS TO IDENTIFY AND MANAGE OPERATIONAL RISKS FOR REGIONS AND BUSINESS UNITS

Leadership Team meeting and workshop

Prioritize risks

Manage risks

Assign responsibility

Consider each scorecard

perspective

Consider risk areas to make

additions to list:

> External environment
(e.g. political risk)

> Customers

> Competitors

> Suppliers/subcontractors

> Internal operations

> Competence

> Contractual conditions

> Product roadmaps

Compile input:

> Business plan/Growth plan
SWOT and risks

> Previously identified risks

> Scorecard and target
descriptions

> Preparatory meeting/
workshop

> BCM for local operation

> Rank
> Prioritize

> Group similar risks together

Assign responsibility for
managing each top risk to a
Leadership Team member

Develop mitigation actions
(Leadership Team member)
Secure risk reviews in
connection with performance
reviews

150 | CORPORATE GOVERNANCE REPORT 2010 Ericsson Annual Report 2010



MEMBERS OF THE
EXECUTIVE LEADERSHIP TEAM

MEMBERS OF THE EXECUTIVE LEADERSHIP TEAM

Angel Ruiz Bina Chaurasia
Carl Olof Blomqvist Magnus Mandersson
Douglas L. Gilstrap Hans Vestberg

Jan Wareby

Mats H. Olsson Henry Sténson
Jan Frykhammar Johan Wibergh
Rima Qureshi Hakan Eriksson

Cesare Avenia
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Angel Ruiz

Head of Region North America (since 2010).

Born 1956.

Bachelor’s degree in Electrical Engineering from University
of Central Florida and a Master’s degree in Management
Science and Information Systems from Johns Hopkins
University, USA.

Holdings in Ericsson ": 21,688 Class B shares.
Background: Previously Head of Market Unit North
America. He joined Ericsson in 1990 and has held a variety
of sales and managerial positions within the company,
including heading up the global account teams for
Cingular/SBC/BellSouth (now AT&T). Appointed President
of Ericsson North America in 2001.

Carl Olof Blomqvist

Senior Vice President, General Counsel and Head of
Group Function Legal Affairs (since 1999).

Born 1951.

Master of Law, LLM, University of Uppsala.

Holdings in Ericsson ": 1,216 Class A shares and 38,914
Class B shares.

Background: Previously partner of Mannheimer Swartling
law firm.

Douglas L. Gilstrap

Senior Vice President and Head of Group Function
Strategy (since 2009).

Born 1968.

Bachelor in accounting from the University of Richmond,
Master of Business Administration, Emory University,
Atlanta.

Holdings in Ericsson ": 2,643 Class B shares.
Background: CFO and Co-Founder of Asia Pacific
Exploration Consolidated (APEC), Has also held various
global managerial positions in different companies within the
telecommunications and IT sector for more than 15 years.

Bina Chaurasia

Senior Vice President and Head of Group Function
Human Resources and Organization

(since November 2010).

Born 1962.

Holds a Master of Science in Management and Human
Resources from the Ohio State University and a Masters
of Arts in Philosophy from the University of Wisconsin.
Holdings in Ericsson ": 11,627 Class B shares.
Background: Joined Ericsson from Hewlett Packard,
where she was the Vice President of Global Talent
Management. Has also held senior HR leadership roles at
Gap, Sun Microsystems and PepsiCo/Yum.
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Magnus Mandersson

Senior Vice President and Head of Business Unit Global
Services (since 2010).

Born 1959.

Bachelor of Business Administration, University of Lund.
Holdings in Ericsson ": 8,605 Class B shares.
Background: Previously Head of Business Unit CDMA,
Head of Market Unit Northern Europe and Global
Customer Account Deutsche Telekom AG.

Hans Vestberg

President and CEO (since January 1, 2010).

Born 1965.

Bachelor of Business Administration, University of
Uppsala.

Board member: Sony Ericsson Mobile Communications
AB and Thernlunds AB.

Chairman: ST-Ericsson and Svenska Handbollférbundet.
Holdings in Ericsson ": 54,368 Class B shares.
Background: Chief Financial Officer and Head of Group
Function Finance until October 31, 2009. Previously
Executive Vice President and Head of Business Unit
Global Services. Has held various positions in the
Company since 1988, including Vice President and Head
of Market Unit Mexico and Head of Finance and Control in
USA, Brazil and Chile.

Jan Wéreby

Senior Vice President and Head of Business Unit
Multimedia (since 2007).

Born 1956.

Master of Science, Chalmers University, Géteborg.

Board member: Sony Ericsson Mobile Communications
AB, ST-Ericsson.

Holdings in Ericsson ": 47,551 Class B shares.
Background: Executive Vice President and Head of Sales
and Marketing for Sony Ericsson Mobile Communications
from 2002-2006.



Mats H. Olsson

Head of Region China & North East Asia

(since 2010).

Born 1954.

Master of Business Administration from the Stockholm
School of Economics.

Holdings in Ericsson ": 43,088 Class B shares.
Background: Previously Head of Market Unit Greater
China and has held various positions in Asia for Ericsson.
Appointed President of Ericsson Greater China in 2004,
with overall responsibility for Mainland China, Hong Kong,
Macao and Taiwan.

Jan Frykhammar

Executive Vice President and Chief Financial Officer and
Head of Group Function Finance (since 2009).

Born 1965.

Bachelor of Business Administration and Economics,
University of Uppsala.

Board member: Sony Ericsson Mobile Communications
AB, ST-Ericsson.

Holdings in Ericsson ": 3,650 Class B shares.
Background: Previously Senior Vice President and Head
of Business Unit Global Services. Has held various
positions within Ericsson such as Sales and Business
Control in Business Unit Global Services, CFO in North
America and Vice President, Finance and Commercial
within the Global Customer Account for Vodafone.

Rima Qureshi

Senior Vice President and Head of Business Unit CDMA
Mobile Systems (since 2010).

Born 1965.

Holds a Bachelor’s degree of Information Systems and

a Master’s degree of administration, McGill University,
Montreal, Canada.

Holdings in Ericsson ": 2,662 Class B shares
Background: Also serves as head of Ericsson Response.
Previously head of the AT&T Improvement Program within
Market Unit North America.

MEMBERS OF THE

EXECUTIVE LEADERSHIP TEAM

Cesare Avenia

Chief Brand Officer (since 2010).

Born 1950.

Bachelor’s degree of Electronics engineering,
University of Naples, Italy.

Board member: Member of the Steering Committee for
Innovation and Technology Services within the Association
of Telecom service providers within Confindustria, the
National Association of Industralists in Italy.

Holdings in Ericsson ": 11,618 Class B shares.
Background: Previously Head of Market Unit Italy.

Henry Sténson

Senior Vice President and Head of Group Function
Communications (since 2002).

Born 1955.

Studied law, sociology and political science, Link&ping
University and at the Swedish War Academy, Karlberg,
Stockholm.

Board member: Stronghold Invest AB.

Holdings in Ericsson ": 27,855 Class B shares.
Background: Previously Head of SAS Group
Communication.

Johan Wibergh

Executive Vice President (since January 1, 2010) and
Head of Business Unit Networks (since 2008).

Born 19683.

Master of Computer Science, Linkdping Institute of
Technology.

Holdings in Ericsson ": 19,967 Class B shares.
Background: President of Ericsson Brazil. Has also been
President of Market Unit Nordic and Baltics,

Vice President and Head of Sales at Business Unit
Global Services.

Hakan Eriksson

Senior Vice President, Chief Technology Officer, Head

of Group Function Technology & Portfolio Management
(since 2003) and Head of Ericsson in Silicon Valley (since
January 1, 2010).

Born 1961.

Master of Science and Honorary Ph D, Linkdping Institute
of Technology.

Board member: Vestas.

Holdings in Ericsson ": 32,130 Class B shares.
Background: Previously Senior Vice President and Head
of Research and Development. Has held various positions
within Ericsson since 1986.
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AUDITORS

According to the Articles of Association, the Parent Company

shall have no less than one and no more than three registered

public accounting firms as external independent auditors. The

auditors have been elected by the shareholders at the Annual

General Meeting for periods of four years. However, according

to a recent change in the Swedish Companies Act, the mandate

period of the Auditors shall be one year, unless the Articles

of Association provides for a longer mandate period up to

four years. The auditors report to the shareholders at General

Meetings.
The auditors:

> Update the Board of Directors regarding the planning, scope
and content of the annual audit

> Examine the interim and year-end financial statements to
assess accuracy and completeness of the accounts and
adherence to accounting standards and policies

> Advise the Board of Directors of non-audit services
performed, the consideration paid and other issues that
determine the auditors’ independence.

For further information on the contacts between the Board and
the auditors, please see “Work of the Board of Directors” earlier
in the report.

All Ericsson’s quarterly reports are reviewed by the auditors.

Current auditor

PricewaterhouseCoopers AB was elected at the Annual General
Meeting 2007 for a period of four years until the close of the
Annual General Meeting 2011.

PricewaterhouseCoopers AB has appointed Peter
Clemedtson, Authorized Public Accountant, to serve as auditor
in charge. Peter Clemedtson is also auditor in charge of
Skandinaviska Enskilda Banken.

Fees to the auditor

Ericsson paid the fees (including expenses) for audit-
related and other services listed in the table in Notes to the
Consolidated Financial Statements — Note C31, “Fees to
Auditors” in the Annual Report.
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This section has been prepared in accordance with the Annual
Accounts Act and the Swedish Corporate Governance Code
and is limited to internal control over financial reporting.

Since Ericsson is listed in the United States, the
requirements outlined in the Sarbanes-Oxley Act (SOX) apply.
These regulate the establishment and maintenance of internal
controls over financial reporting as well as management’s
assessment of the effectiveness of the controls.

In order to comply with SOX, the Company has implemented
detailed documented controls and testing and reporting
procedures based on the COSO framework for internal
control. The COSO framework is issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

Management’s internal control report according to SOX will
be included in Ericsson’s Annual Report on Form 20-F and filed
with the SEC in the United States.

During 2010, the Company has included operations of
acquired entities as well as continued to improve the design
and execution of its financial reporting controls.

Disclosure policies

Ericsson’s financial disclosure policies aim to ensure

transparent, relevant and consistent communication with the

equity and debt investors on a fair and equal basis. This will

support a fair market value for Ericsson shares. Ericsson wants

current and potential investors to have a good understanding

of how the Company works, including operational performance,

prospects and potential risks.
To achieve these objectives, financial reporting and

disclosure must be:

> Transparent — enhancing understanding of the economic
drivers and operational performance of the business,
building trust and credibility

> Consistent — comparable in scope and level of detail to
facilitate comparison between reporting periods

> Simple - to support understanding of business operations
and performance and to avoid misinterpretations

> Relevant — with focus on what is relevant to Ericsson’s
stakeholders or required by regulation or listing agreements,
to avoid information overload

> Timely — with regular scheduled disclosures as well as
ad-hoc information, such as press releases on important
events, performed on a timely basis

> Fair and equal — where all material information is published
via press releases to ensure the whole investor community
receives the information at the same time

> Complete, free from material errors and a reflection of best
practice — disclosure is compliant with applicable financial
reporting standards and listing requirements and in line with
industry norms.



Ericsson’s website (www.ericsson.com/investors) comprises

comprehensive information on the Group, including:

> An archive of annual and interim reports

> On-demand access to recent news

> Copies of presentations given by senior management at
industry conferences.

(Information on the Ericsson website does not form part of
this Report).

Disclosure controls and procedures

Ericsson has controls and procedures in place to ensure timely
information disclosure under the US Securities Exchange Act of
1934 and under agreements with NASDAQ and NASDAQ OMX
Stockholm. These procedures also ensure that such information
is provided to management, including the CEO and CFO, so
timely decisions can be made regarding required disclosure.

The Disclosure Committee comprises 15 members
with various expertise. It assists managers in fulfilling their
responsibility regarding disclosures made to the shareholders
and the investment community. One of the main tasks of the
committee is to monitor the integrity and effectiveness of the
disclosure controls and procedures.

Ericsson has investments in certain entities that the
Company does not control or manage. With respect to such
entities, disclosure controls and procedures are substantially
more limited than those maintained with respect to subsidiaries.

During the year, Ericsson’s President and CEO and the
CFO evaluated the disclosure controls and procedures and
concluded that they were effective at a reasonable assurance
level as at December 31, 2010.

During the period covered by the Annual Report 2010, there
were no changes to the disclosure controls and procedures that
have materially affected, or are likely to materially affect, the
internal control over financial reporting.

Internal control over financial reporting

Ericsson has integrated risk management and internal
control into its business processes. As defined in the COSO
framework, internal control includes components such as

a control environment, risk assessment, control activities,
information and communication and monitoring.

Control environment

The Company’s internal control structure is based on the
division of labor between the Board of Directors and its
Committees and the President and CEO. The Company has
implemented a management system that is based on:
> Steering documents, such as policies, directives and a Code
of Business Ethics
> A strong corporate culture
> The Company’s organization and mode of operations,
with well-defined roles and responsibilities and delegations
of authority

INTERNAL CONTROL OVER

FINANCIAL REPORTING 2010

> Several well-defined group-wide processes for planning,
operations and support.

The most essential parts of the control environment relative

to financial reporting are included in steering documents

and processes for accounting and financial reporting. These

steering documents are updated regularly to include, among

other things:

> Changes to laws

> Financial reporting standards and listing requirements, such
as IFRS and SOX.

The processes include specific controls to be performed to
ensure high quality reports. The management of each reporting
legal entity, region and business unit is supported by a financial
controller function with execution of controls related to
transactions and reporting. A financial controller function is also
established on Group level, reporting to the CFO.

Risk assessment

Risks of material misstatements in financial reporting may exist
in relation to recognition and measurement of assets, liabilities,
revenue and cost or insufficient disclosure. Other risks related
to financial reporting include fraud, loss or embezzlement of
assets and undue favorable treatment of counterparties at the
expense of the Company.

Policies and directives regarding accounting and financial
reporting cover areas of particular significance to support
correct, complete and timely accounting, reporting and
disclosure.

Identified types of risks are mitigated through well-defined
business processes with integrated risk management activities,
segregation of duties and appropriate delegation of authority.
This requires specific approval of material transactions and
ensures adequate asset management.

Control activities

The Company’s business processes include financial
controls regarding the approval and accounting of business
transactions. The financial closing and reporting process has
controls regarding recognition, measurement and disclosure.
These include the application of critical accounting policies
and estimates, in individual subsidiaries as well as in the
consolidated accounts.

Regular analyses of the financial results for each subsidiary,
region and business unit cover the significant elements of
assets, liabilities, revenues, costs and cash flow. Together
with further analysis of the consolidated financial statements
performed at Group level, this ensures that the financial reports
do not contain material errors.

For external financial reporting purposes, additional
controls performed by the Disclosure Committee ensure that all
disclosure requirements are fulfilled.

The Company has implemented controls to ensure that the
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financial reports are prepared in accordance with its internal
accounting and reporting policies and IFRS as well as with
relevant listing regulations. It maintains detailed documentation
on internal controls related to accounting and financial
reporting. It also keeps records on the monitoring of the
execution and results of such controls. This ensures that the
CEO and CFO can assess the effectiveness of the controls in a
way that is compliant with SOX.

Entity-wide controls, focusing on the control environment
and compliance with the financial reporting policies and
directives, are implemented in all subsidiaries. Detailed process
controls and documentation of controls performed are also
implemented in almost all subsidiaries, covering all items with
significant materiality and risk.

To ensure efficient and standardized accounting and
reporting processes, the Company operates several shared
services centers. Based on a common IT platform, a common
chart of account and common master data, the centers
perform accounting and financial reporting services for most
subsidiaries.

Information and communication

The Company’s information and communication channels
support complete, correct and timely financial reporting

by making all relevant internal process instructions and
policies accessible to all the employees concerned. Regular
updates and briefing documents regarding changes in
accounting policies, reporting and disclosure requirements
are also supplied.

Subsidiaries and operating units prepare regular financial
and management reports to internal steering groups and
Company management. These include analysis and comments
on financial performance and risks. The Board of Directors
receives financial reports monthly. The Audit Committee of the
Board has established a whistleblower procedure for reporting
violations in accounting, internal controls and auditing matters.
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Monitoring
The Company’s process for financial reporting is reviewed
annually by the management. This forms a basis for evaluating
the internal management system and internal steering
documents to ensure that they cover all significant areas
related to financial reporting. The shared service center
management continuously monitors accounting quality through
a set of performance indicators. Compliance with policies
and directives is monitored through annual self-assessments
and representation letters from heads and controllers in all
subsidiaries as well as in business units and regions.

The Company’s financial performance is also reviewed
at each Board meeting. The committees of the Board fulfill
important monitoring functions regarding remuneration,
borrowing, investments, customer finance, cash management,
financial reporting and internal control. The Audit Committee
and the Board of Directors review all interim and annual
financial reports before they are released to the market. The
Company’s internal audit function, which reports to the Audit
Committee, performs independent audits. The Audit Committee
also receives regular reports from the external auditor. The
Audit Committee follows up on any actions taken to improve or
modify controls.

-

THE BOARD OF DIRECTORS

Stockholm, February 21, 2011
Telefonaktiebolaget LM Ericsson (publ)
Org. no. 556016-0680
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AUDITOR'S REPORT
ON THe CORPORATE
GOVERNANCE REPORT

To the annual meeting of the shareholders in report has been prepared and is consistent with the annual

Telefonaktiebolaget LM Ericsson (publ), corporate identity accounts and the consolidated accounts, we have read the

number 556016-0680 corporate governance report and assessed its statutory content
It is the Board of Directors who is responsible for the based on our knowledge of the company.

corporate governance report for the year 2010 and that it has In our opinion, the corporate governance report has been

been prepared in accordance with the Annual Accounts Act. prepared and its statutory content is consistent with the annual
As a basis for our opinion that the corporate governance accounts and the consolidated accounts.

Stockholm 21 February, 2011

Peter Clemedtson
Authorized Public Accountant
PricewaterhouseCoopers AB
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2G

First digital generation of mobile
systems, includes GSM, TDMA, PDC
and cdmaOne.

3G

3rd generation mobile system,
includes WCDMA/HSPA, EDGE,
CDMA2000 and TD-SCDMA.

4G
See LTE.

All-IP

A single, common IP infrastructure
that can handle all network services,
including fixed and mobile
communications, for voice and data
services and also video services
suchas TV.

ATM

(Asynchronous Transfer Mode)

A communication standard for
transmission and management of
high-speed packet-switched
networks.

Backhaul
Transmission between radio base
stations and the core network.

Broadband

Data speeds that are high enough to
allow transmission of multimedia
services with good quality.

Capex
Capital expenditure.

CDMA

(Code division multiple access)

The cdmaOne (2G) and CDMA2000
(3G) mobile communication
standards are both based on CDMA.

EDGE

A 3G mobile standard, developed as
an enhancement of GSM. Enables
the transmission of data at speeds
up to 250 kbps.

Emerging market

Defined as a country that has a
GNP per capita index below the
World Bank average and a mobile
subscription penetration below
60 percent.

Evo RAN

A Radio Access Network (RAN)
solution to run GSM, WCDMA and
LTE as a single network.

Exabyte
= billion gigabytes.

FTTH

(Fiber-to-the-home) refers to fiber
optic broadband connections to
individual homes.

GDP

Gross domestic product the
total annual cost of all finished
goods and services produced
within a country.

GPON

(Gigabit Passive Optical Network)
Used for fiber-optic communication
to the home (FTTH).

GPRS

(General Packet Radio Service)

A packet-switched technology (2.5G)
that enables GSM networks to
handle mobile data communications
at rates up to 115 kbps.

HSPA

(High Speed Packet Access)
Enhancement of 3G/WCDMA that
enables mobile broadband.

ICT
Information and Communication
Technology.

IMS

(IP Multimedia Subsystem)

A standard for offering voice and
multimedia services over mobile and
fixed networks using internet
technology (IP).

IP

(Internet Protocol) Defines how
information travels between network
elements across the internet.

IPTV

(IP Television) A technology that
delivers digital television via fixed
broadband access.

JV

(Joint venture) A business enterprise
in which two or more companies
enter a partnership.

LTE

(Long-Term Evolution) The next
evolutionary step of mobile
technology beyond HSPA, allowing
data rates above 100 Mbps.

Managed services
Management of operator networks
and/or hosting of their services.
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Opex
Operating expenses.

Penetration

The number of subscriptions
divided by the population in a
geographical area.

Softswitch

A software-based system for
handling call management
functionality. Integrates IP-telephony
and the legacy circuit-switched part
of the network.

TDM
Time division multiplexing, legacy
technology for circuit switching.

WCDMA

(Wideband Code Division Multiple
Access) A 3G mobile communication
standard. WCDMA builds on the
same core network infrastructure

as GSM.

xDSL

Digital Subscriber Line technologies
for broadband multimedia
communications in fixed line
networks. Examples: IP-DSL, ADSL
and VDSL.
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Capital employed
Total assets less non-interest-
bearing provisions and liabilities.

Capital turnover
Net sales divided by average
Capital employed.

Cash conversion

Cash flow from operating activities
divided by net income reconciled to
cash — expressed in percent.

Cash dividends per share
Dividends paid divided by average
number of shares, basic.

Compound annual growth rate
(CAGR)

The year-over-year growth rate over
a specified period of time.

Days sales outstanding (DSO)
Trade receivables balance at quarter
end divided by Net Sales in the
quarter and multiplied by 90 days.
If the amount of trade receivables
is larger than last quarter’s sales,
the excess amount is divided by
Net Sales in the previous quarter
and multiplied by 90 days, and
total days outstanding (DSO) are
the 90 days of the most current
quarter plus the additional days
from the previous quarter.

EXCHANGE RATES

Earnings per share

Basic earnings per share; profit or
loss attributable to stockholders of
the Parent Company divided by the
weighted average number of
ordinary shares outstanding during
the period. Diluted earnings per
share; the weighted average number
of shares outstanding are adjusted
for the effects of all dilutive potential
ordinary shares.

EBITA margin

Earnings Before Interest, Taxes,
Amortization and write-downs of
acquired intangibles, as a
percentage of Net Sales.

Equity ratio
Equity, expressed as a percentage
of total assets.

Gross Cash
Cash and cash equivalents plus
short-term investments.

Inventory turnover days
(ITO-days)

365 divided by inventory turnover,
calculated as total adjusted cost of
sales divided by the average
inventories for the year (net of
advances from customers).

EXCHANGE RATES USED IN THE CONSOLIDATION

January-December

2010 2009
SEK/EUR
Average rate 9.56 10.63
Closing rate 9.02 10.30
SEK/USD
Average rate 7.20 7.63
Closing rate 6.80 718

Net cash

Cash and cash equivalents plus
short-term investments less interest-
bearing liabilities and post-
employment benefits.

Payable days

The average balance of Trade
payables at the beginning and at the
end of the year divided by Cost of
sales for the year, and multiplied by
365 days.

Payment readiness

Cash and cash equivalents and
short-term investments less short-
term borrowings plus long-term
unused credit commitments.
Payment readiness is also shown as
a percentage of Net Sales.

Return on capital employed

The total of Operating income plus
Financial income as a percentage of
average capital employed (based on
the amounts at January 1 and
December 31).

Return on equity

Net income attributable to
stockholders of the Parent
Company as a percentage of
average Stockholders’ equity (based
on the amounts at January 1 and
December 31).

FINANCIAL TERMINOLOGY

Stockholders’ equity per share
Stockholders’ equity divided by the
number of shares outstanding at end
of period, basic.

Total Shareholder Return (TSR)
The increase or decrease in share
price during the period plus
dividends paid, expressed as a
percentage of the share price at the
start of the period.

Trade receivables turnover
Net sales divided by average Trade
receivables.

Value at Risk (VaR)

A statistical method that expresses
the maximum potential loss that can
arise with a certain degree of
probability during a certain period
of time.

Working capital

Current assets less current
non-interest-bearing provisions
and liabilities.
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FOR PRINTED PUBLICATIONS,
CONTACT:

A printed copy of the Annual Report is
provided on request.
> Strémberg Distribution
SE-120 88 Stockholm, Sweden
Phone: +46 8 449 89 57,
Email: ericsson@strd.se
> In the United States,
Ericsson’s Transfer Agent Citibank:
Citibank Shareholder Services
Registered holders: +1 877 881 59 69
(toll free within the U.S.)
Interested investors: +1 781 575 45 55
(outside of the U.S.)
Email: ericsson@shareholders-online.com
www.citi.com/dr
Ordering a hard copy of
the Annual Report:
Phone toll free: +1 866 216 046
http://proxy.georgeson.com/
annualreport/ericsson.htm

WHERE YOU CAN FIND OUT MORE:

It is our ambition to provide our
shareholder with up to date information
about Ericsson and its development.
Information is available on Ericsson’s
website:

www.ericsson.com

On the website, the Annual Report is
available as either an online version or as a
pdf document. Previous Annual and
Quarterly reports and other relevant
shareholder information can be found on:
www.ericsson.com/investors

By publishing the Annual Report on the
web, we will not only reduce the cost for
print and distribution, but also the impact
on the environment.

The Annual Report on Form 20-F (filed with
the Securities and Exchange Commission,
SEC) is also available
www.ericsson.com/investors
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Telefonaktiebolaget LM Ericsson’s shareholders are invited to participate in the
Annual General Meeting to be held on Wednesday, April 13, 2011, at 3 p.m. at the
Annex to the Ericsson Globe, Globentorget, Stockholm.

Registration and notice of attendance

Shareholders who wish to attend the Annual General Meeting must

> be recorded in the share register kept by Euroclear Sweden AB (the Swedish
Securities Registry) on Thursday, April 7, 2011, and

> give notice of attendance to the Company at the latest on Thursday, April 7,
2011. Notice of attendance can be given on Ericsson’s website: www.ericsson.
com/investors, by telephone: +46 8 402 90 54 on weekdays between 10 a.m.
and 4 p.m. or by fax: +46 8 402 9256.

Notice of attendance may also be given in writing to:
Telefonaktiebolaget LM Ericsson

General Meeting of Shareholders

Box 7835, SE-103 98 Stockholm, Sweden

When giving notice of attendance, please state name, date of birth, address,
telephone number and number of assistants.

The meeting will be conducted in Swedish and simultaneously interpreted
into English.

Shares registered in the name of a nominee

In addition to giving notice of attendance, shareholders who have their shares
registered in the name of a nominee must request the nominee to temporarily
enter the shareholder into the share register in order to be entitled to attend the
meeting. In order for such registration to be effective on Thursday, April 7, 2011,
shareholders should contact their nominee well before that day.

Proxy

Shareholders represented by proxy shall submit to the Company a power of
attorney for the representative. A power of attorney issued by a legal entity must
be accompanied by a copy of the entity’s certificate of registration (should no such
certificate exist, a corresponding document of authority must be submitted). Such
documents must be no more than one year old. In order to facilitate the registration
at the Annual General Meeting, the power of attorney in original, certificates of
registration and other documents of authority should be sent to the Company in
advance. All documents should be sent to the Company at the address above for
receipt by Tuesday, April 12, 2011. Forms of power of attorney in Swedish and
English are available on Ericsson’s website: www.ericsson.com/investors.

Dividend

The Board of Directors has decided to propose the Annual General Meeting to
resolve on a dividend of SEK 2.25 per share for the year 2010 and that Monday,
April 18, 2011 will be the record day for dividend.

Financial information from Ericsson
Interim reports 2011: > April 27, 2011 (Q1) > October 20, 2011 (Q3)
> July 21, 2011 (Q2) > January 25, 2012 (Q4)

Annual Report 2011: March, 2012
2010 Form 20-F for the US market: March, 2011
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Ericsson headquarters at Torshamnsgatan 23 in Kista, Sweden.
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CONTACT INFORMATION

Headquarters
Torshamnsgatan 23
Kista

Sweden

Registered office
Telefonaktiebolaget LM Ericsson
SE-164 83 Stockholm

Sweden

Investor Relations
For questions on the Company, please
contact Investor Relations:
> Investor Relations for Europe, Middle
East, Africa and Asia Pacific:
Telefonaktiebolaget LM Ericsson
SE-164 83 Stockholm, Sweden
Telephone: +46 10 719 00 00
Email: investor.relations@ericsson.com
> Investor Relations for the Americas:
Ericsson, The Grace Building
1114 Ave of the Americas, Suite #3410
New York, NY 10036, USA
Telephone: +1 212 685 40 30
Email: investor.relations@ericsson.com

UNCERTAINTIES IN THE FUTURE

Some of the information provided in this material is or may contain forward-looking information such as statements about expectations,
assumptions about future market conditions, projections or other characterizations of future events. The words “believe”, “expect”,
“anticipate”, “intend”, “may”, “plan”, the negative of such terms, and similar expressions are intended to identify these statements.
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 and actual results may differ materially. We undertake no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except
as required by law or stock exchange regulation. We advise you that Ericsson is subject to risks both specific to our industry and
specific to our company that could cause the actual results to differ materially from those contained in our projections or forward-
looking statements, including, among others, changing conditions in the telecommunications industry, political economic and
regulatory developments in our markets, our management’s ability to develop and execute a successful strategy, various financial
risks such as interest rate changes and exchange rate changes, erosion of our market position, structure and financial strength of our
customer base, our credit ratings, product development risks, supply constraints, and our ability to recruit and retain quality staff.
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