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Progress since 1895

Many believe AF is all about technology. But
we think our story is mainly about people -
bold engineers, business experts, visionary
leaders and other professionals working
together so new insights and ideas can
grow into smart solutions that move society
forward.

Every day we strive to improve people’s
lives, by developing energy-efficient
solutions, investments in infrastructure,
assignments within various types of energy,
projects for industry and much more. We
connect cities, countries and cultures
with bridges, competence networks and
mobile solutions. We generate jobs through
technology that make companies grow and
prosper.

As an engineering and consulting
company operating across the globe, we
connect technologies to create progress for
our clients. This is something we have done
successfully for more than one hundred
years. We started in 1895 as Angponne—
foéreningen, an association focusing on

Sectors

0]
ENERGY

steam power, from which we have derived
our name and trademark, AF.

Our driving force is powered by the
curiosity and knowledge of our forward-
thinking employees. This places high
demands on our ability to lead and empower
people in exploring new opportunities
beyond conventional solutions, and support
them in continuing to build on established
knowledge and experience in a creative way.

At the heart of our culture, we're a
company where people are allowed to grow
as individuals and as a team. A company
that believes equality will make us stronger,
more productive and successful. A company
that works hard to make a difference —
because tomorrow will always be a result of
what we achieve today.

AF -
Innovation by experience

e W

INDUSTRY INFRASTRUCTURE

AF is one of the world’s leading
engineering and consulting
companies within energy.

AF offers engineering services in
all technologies and in all sectors
of industry.

Industries Industries
* Hydropower Automotive
® Nuclear power Defence and security
® Renewable energy Engineering
® Thermal power Food processing and
® Transmission and distribution pharmaceuticals
Forestry
Mining
Oil and gas
Telecommunications

AF is one of the leading names in
Scandinavia in sustainable tech-
nical solutions for buildings and
infrastructure.

Industries
® Property
® Roads and railways

Our 10 largest clients

AB Volvo

EON

Ericsson
Helse Ser@st
Oslo Lufthavn
Scania

History

AF has been part of
four major technological
revolutions: steam
power, electricity,
nuclear power and
digitalisation.

Swedish Defence Materiel
Administration (FMV)

Swedish Transport
Administration

Vattenfall

Volvo Cars

AF has offices and projects

AF has carried out projects

Proportion of employees per
country

Sweden
Denmark
Finland
Norway
Switzerland
Czech Republic

Angpanneféreningen — the
Southern Swedish Steam Gen-
erator Association — is founded
by the owners of steam genera-
tors and other pressure vessels
to prevent accidents through
regular inspections.

Inspection activities are nation-
alised. AF continues to provide
related consulting services.
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Other

The company is listed on the
Stockholm Stock Exchange.

New strategy and consolidation.
Angpanneféreningen changes
name to AF.

Inspection business is sold to
DEKRA Industrial.

AF acquires Epsilon and Advan-
siq, taking it from 5,000 to
7000 employees in 20 coun-
tries.




1 THEYEAR AT AGLANCE

The year at a glance

Net sales Operating profit Operating margin
SEK m (8,337) SEK m (722) PERCENT (8.7)
Earnings per share Proposed dividend Number of employees
16 ’ 3 50 1 1
7 ® . 7 9 7
SEK (6.70) SEK (3.25) (7,043)
Group net sales, SEK m Group operating profit Dividend per share, SEK

and operating margin, excl.
non-recurring items, SEK m

10,000 800
700
600
500

2010 2011 2012 2013 2014 2010 2011 2012 2013 2014 2010 2011 2012 2013 2014




A MESSAGE FROM THE CEO 2

Our unique breadth of
expertise gains relevance

With primarily organic growth and the best annual profit to date,

the outcome for 2014 was satisfactory, despite uncertain economic
conditions in most markets. The major long-term trends, globalisation
and urbanisation, as well as sustainability, mean we are well-positioned
with our technical expertise to be able to meet clients’ future needs for
profitable, innovative and sustainable solutions.

2014 was something of a year of consoli-
dation for AF, with growth of just under
six percent. A slowdown was noted in
several of our markets, mainly in the sec-
ond half of the year. We did not make
any large acquisitions during the year,
which means that growth was gener-
ated almost exclusively organically and
through a large number of new appoint-
ments. This growth also compensated
for the sale of the Russian business
Lonas, with 350 employees.

Annual profit was AF’s best to date
and we displayed the highest level of
profitability in 2014 among compara-
ble companies, which is consistent with
our financial objectives. Our strong cash
flows were also encouraging, as it means
we have a firm basis from which to con-
tinue to grow.

Our divisions achieved a satisfac-
tory level of growth and profitability,
despite increasing price competition and
anoticeable weakening in some market
segments. The Industry Division signed
anumber of significant agreements dur-
ing the year, including within the for-
estry, mining and automotive industries,

position as the leading project supplier
within the Nordic region’s process and
manufacturing industry.

The Infrastructure Division displayed
healthy growth, especially within the
area of roads and railways. One par-
ticularly satisfying new assignment was
the East Link, the first stage of the high-
speed East Link railway that is to be
constructed in Sweden, and which AF,
together with Tyréns, won on expertise
and quality, despite a higher price com-
pared to that of our competitors.

The International Division has seen

. positive development in our core coun-

tries Switzerland and the Czech Repub-
lic, while restructuring initiatives have

. been carried out in Spain. Work on
i developing new markets outside Europe

has proved successful, as has our ambi-
tion of being an international bridge-

. head for other divisions, which resulted
i for example in an assignment for the

Technology Division in Brazil.
In the Technology Division, the busi-

ness area IT Solutions accounted for the

. highest growth, however Embedded Sys-
tems also displayed healthy growth and
profitability. Several significant con-

! tracts were signed during the year with
the defence industry, along with a num-
ber of framework agreements with pub-

.~ licsector clients.

Factors for sustainable growth

¢ Two major trends are fundamental to our

. clients, and therefore also to AF’s abil-

ity to retain a competitive edge and grow.

: Thefirstis globalisation, and the second is
. urbanisation. Both trends are expected to
persist for the foreseeable future and have
which further consolidated the division’s

a global impact on both social and indus-

© trial development, with sustainability as

the common denominator.
In the three sectors in which AF

chiefly operates, energy, industry and
¢ infrastructure, the need for solutions

that are more sustainable is a consist-

. ent theme throughout essentially all cli-
: entassignments and projects. More eco-
friendly electricity production and a

lower proportion of fossil energy sources

¢ isastrong trend in the energy sector.
. The need for electricity supply in new
¢ industrial economies and growing cities,

AF ANNUAL REPORT 2014



as well as for new forms of energy such
as wind power, also places high demands
for more efficient transmission and dis-
tribution.

For industry, globalisation brings
requirements for new, innovative solu-
tions, shorter product life cycles, and
more efficient production and use of
materials. For example, as a sector the

automotive industry is experiencing con-

siderable advances when it comes to cut-
ting fuel consumption, development of
hybrid technology and electric cars and
increased automation in vehicles. The
drivers for infrastructure are closely
linked to more sustainable urbanisa-
tion, with major investments in railways,
underground roads, sustainable con-
struction and rail-bound public trans-
port, which also help improve people’s
quality of life.

The sustainability trend is something
that favours us as a company, as it gives
us the opportunity to create value for
our owners, clients, society and the envi-
ronment. Among our 7,500 employ-
ees and in our network of 25,000 engi-
neers we have both the breadth of exper-
ience and the expert knowledge needed
for us to make a substantial contribution
to a more sustainable world. Our abil-
ity to combine different skills as part of
project assignments and our industrial
approach to working efficiently mean
we can help our clients identify innova-
tive and more sustainable solutions, for
example new traffic solutions that draw
on our expertise within the field of vehi-
cle automation.

Sustainability is therefore not some-
thing that is dealt with as a separate
issue; it is an integral aspect of every-
thing we do. In all our projects, our
employees carry out an obligatory analy-
sis based on a sustainability perspective.

I am convinced that sustainability
does not clash with profitability, par-
ticularly not when taking a slightly more
long-term view of the client’s invest-
ments.

The best engineers

The megatrends that I have outlined
above mean that engineering is with-
out doubt a profession in which we will
be seeing fierce competition for quali-
fied employees in the future. This is why
our employer brand is so very important.
The strength of our brand has resulted
in young professional engineers plac-
ing us among the top employers within
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é great deal to offer, with a raft of specialist :

. international work and our approach of
working with full-service solutions that

. goal of at least 30 percent of employ-

¢ number of women compared to the same

. Switzerland and Sweden, which we
. extended in 2014. The purpose of this is

i goals and maintain a focus on perfor-
i mance. The experience of various elite
athletes is always a feature of our lead-

the engineering industry for two years in
arow. Ultimately it is a matter of ensur-
ing we have the conditions in place for
achieving our growth and profitability
objectives via solutions that exceed our
clients’ expectations.

Our good reputation makes it easier
for us to recruit the best people, but we
also need to make sure they have oppor-
tunities to grow and develop profession-
ally at AF. I believe we really do have a

roles and career paths, opportunities for

combine technologies in increasingly

stimulating and important projects.
Offering an attractive workplace is

also about a more equal gender distri-

bution. This is the thinking behind the

EVEN ODDS process, which was initi-
ated last year. It is a collective term for
various processes and projects that we
will pursue until we have achieved the

ees being women by the year 2020. One
initiative under this process was the
women-only recruitment drive for the
month of September. The initiative led
to the recruitment of more than twice the

period the previous year.

In this context I would also like to
mention our partnership with the Olym-
pic Committees in Finland, Norway,

for us to continue to develop as an attrac- :
tive employer, by learning from the top
sportsmen and women to set and achieve

Q1

* AF acquires
ES-Konsult

Q2

Claesson as VP

AF acquires Xact )
AF wins East Link

AF signs long-term Phase 1 from

agreement with AB

® AFrecruits Emma

Human Resources

A MESSAGE FROM THE CEO

ership conferences, as well as during
recruitment and client initiatives. Cross-
country skiing medallist Charlotte Kalla
became personally associated with AF

in 2014, and hurdles champion Susanna
Kallur has been with us for many years.
They both bring a great deal to AF and
genuinely reflect the company’s values.

Outlook for 2015
AF’s future prospects are essentially
extremely healthy. Our position on the
market is strong and we are in the right
locations and in tune with the times. We
have a solid financial position, which
means we are well prepared to act when
we see future opportunities for growth.
In terms of the economic situation and
demand levels, I am cautiously optimis-
ticabout 2015. The economic trend for
infrastructure projects remains very pos-
itive in Scandinavia. The industry sec-
toris unpredictable, but we still believe
it will experience some growth. On the
energy side, investments in Sweden are
falling and activity in the rest of Europe
will also be low. Larger investments are
increasingly taking place in emerging
economies in other parts of the world.
However, the most important element
when facing the future is AF’s unique
breadth, which is becoming more rele-
vant for our clients, whatever the sector,
with the rapidly growing need to com-
bine different technologies.

Stockholm, Sweden — March 2015
Jonas Wistrom, President and CEO

Q3

* AFsells Lonas
Technologia

Q4

in Finland within

AF wins new
assignmentin
Stockholm Bypass

Charlotte Kalla
chooses AF

AF signs agreement

“waste-to-energy”

Volvo

AF obtains signif-
icant order from
Volvo Cars

AF launches vision
for2020

Swedish Transport
Administration

project

AF awarded
Swedish Lighting
Prize

EVEN ODDS
attracts more
women to AF

AF wins prestigious
West Link, rail pro-
jectin Gothenburg,
Sweden

AF wins major pro-
ject from brewery
Abro Bryggerier

AF wins frame-

work agreement
as A-supplier to
Vattenfall




Vision, mission,
ﬁ_grl?_j_gﬂgtlves, strategy

Vision Core values

The best partner for the best clients. Great people with drive

AF’s employees are competent and forward-thinking team
players, who take the initiative and are prepared to learn from
o a others. They exceed client expectations with solutions that
M | ss | o n combine technical expertise and business acumen. They are
good communicators who listen, have a positive attitude and

AF is an engineering and consulting company for the who always keep promises.

energy, industrial and infrastructure markets.
Teamwork

AF’s employees create good results through teamwork with
clients and colleagues. For us, teamwork is about collabora-
tion and partnerships — between people and businesses, across
all boundaries. We make use of each other’s experience and

we share our own. This makes each individual consultant as
strong as AF in its entirety and makes the company an indis-
pensable strategic partner.

Our pool of experience, with a unique range of
technologies, creates solutions that are profitable,
innovative and sustainable.

Indisputable independence

It goes without saying that we will be impartial when choosing
suppliers and solutions. Client needs will always be our guide.
We welcome strategic partnerships, but will always choose
what is best for the client.
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Objectives

Financial objectives
AF shall be the most profitable company among its closest
comparable competitors in the industry and achieve an operat-
ing margin of at least 10 percent over a business cycle.

Net debt shall be between 1.5 and 2.0 times EBITDA over a
business cycle.

Growth objective
Sales of 2 billion euros by 2020.

Human resources objective

Better balance in the gender ratio. An intermediate target is
for at least 30 percent of managers and at least 30 percent of
employees to be women by 2020.

Sustainability objectives

AF works resolutely to become a more sustainable company.

Three overarching sustainability objectives constitute the basis

for the company’s sustainability work. By the year 2015, AF

aims to:

¢ have halved its CO2 emissions per co-worker (compared with
the base year, 2009).

¢ always offer clients a “green” alternative in the form of a
more sustainable solution to every assignment.

e be the technical consultant that clients consider can best
solve the challenges of the future.

“Innovation by experience”

AL

Strategy

AF’s four divisions work together to create the best solutions
and strongest teams for each and every client. The key
elements of the ONE AF strategy are:

AF’s business activities are conducted as decentralised
operations under one and the same brand and with common
processes and systems. A strong corporate culture with shared
values ensures that we work together and exploit all of the
experience that is represented within AF.

AF has access to more than 100 million hours of engineer-
ing experience — know-how and solutions that are documented
in “ONE”, our unique knowledge database that is available to
every AF employee. This means that:

e Every AF employee can make use of the full, combined
strength of AF.

o AFisready to tackle every technical challenge, now and in
the future.

Number one or two in every market
AF aims to be the number one or two as measured by sales in
the segments in which we operate.

Both organic growth and growth through acquisitions
Our rate of growth will remain high. AF will grow both organ-
ically and through acquisitions. Half of this growth is to come
from acquisitions, which must strengthen the company in our
main areas — energy, industry and infrastructure — and fit well
with AF in terms of corporate culture. Above all, AF’s contin-
ued growth is to occur in its domestic markets and the global
energy market.



BRANDING

A brand

built by people

As an engineering and consulting company with global operations, we
combine different technologies to help our clients develop, which is
something we have successfully dedicated ourselves to for more than a

hundred years.

Many believe AF is all about technology.
But we think our story is mainly about
people - bold engineers, business experts,
visionary leaders and other profession-
als working together so new insights and
ideas can grow into smart solutions that
move society forward.

Every day we strive to improve peo-
ple’s lives, by developing energy-efficient
solutions, investments in infrastructure,
assignments within various types of
energy, projects for industry and much
more. We connect cities, countries and
cultures with bridges, competence net-

works and mobile solutions. We generate :

jobs through technology that make com-
panies grow and prosper.

Our driving force is powered by the
curiosity and knowledge of our forward-
thinking employees. This places high
demands on our ability to lead and

empower people in exploring new oppor-
. on the knowledge and expertise of AF’s
. employees.

tunities beyond conventional solutions,
and support them in continuing to build

on established knowledge and experience
. ter Olympics, Charlotte has been eagerly
. pursued and she chose AF’s plan, which

¢ isfounded on a quality education.

in a creative way.

At the heart of our culture, we're a
company where people are allowed
to grow as individuals and as a team.
A company that believes equality will
make us stronger, more productive and
successful. A company that works hard
to make a difference — because tomorrow
will always be a result of what we achieve
today.

AF one of Sweden's most attractive
employers for young engineers

In 2014, for the second year in a row, AF
was named as Sweden’s second most
attractive employer by young profes-
sional engineers. As in previous years,

Google topped the list. The survey on
Sweden’s most attractive employer
among young professional engineers was
conducted by Universum. In 2014, 3,694
young engineers took part in the survey,
all of whom had worked in the industry
for 1-8 years since graduating.

Charlotte Kalla chooses AF
AF and Charlotte Kalla reached an agree-

i ment on a four-year partnership. The
partnership consists of a traditional
sponsorship and an educational compo-
. nent designed to prepare Charlotte for

life after her sporting career.
For more than ten years AF has been

a major sponsor of Swedish and inter-

! national sport; the agreement with

. Charlotte once again breaks new ground
in this area. During the contract period,
. AF will provide Charlotte with a tailor-

made educational opportunity based

Following her success at the last Win-

Since 2006 AF has had hurdler and

world record holder Susanna Kal-
- luramong its employees; both AF and
. Charlotte see many opportunities for

interaction and collaboration between
the two stars.

“Patience and long-term thinking are
my guiding principles, and it’s exciting to
get the chance to meet like-minded peo-
ple through my partnership with AF,”
says Charlotte. “T've also heard a lot of
positive things about AF through Sanna
Kallur. It feels like a big plus that AF
understands the special requirements

and challenges faced by an elite athlete,
and I'm also very happy and enthusiastic
about the educational component,” says
Charlotte.

AF advises four Olympic Committees
AF has been acting as advisor on green
issues to four National Olympic Com-
mittees since 2010, and is also a resource
for developing the Olympic events from

a sustainability perspective. In 2014, AF
entered into a new agreement for the next

four years with four National Olympic

Committees: Finland, Norway, Switzer-

land and Sweden.

The brand journey continues

AF’s development since the time of
. Angpanneforeningen into one of

Sweden’s and Europe’s most attractive
employers has created a strong brand. In

the fourth quarter of 2014, AF took a new

step by welcoming Charlotte Kalla to AF

while launching a new communication
. platform with a new visual identity,

reflecting the AF we are today. An

updated logo, new colours, graphic

elements, images and fonts are now used
consistently in all communication from

AF, and our new look has been well by
. both clients and employees.

AF ANNUAL REPORT 2014
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“I felt it was important
that my future employer
was a leading light when
it comes to equality and
I believe AF’s focused
determination to attract
more women is a fac-
tor that sets us apart
from the rest. | was

also impressed by AF’s
breadth and the oppor-
tunity to be part of a
winning team with a mix
of experienced and jun-
ior consultants.”

Lisa Svanholm, over-

head line engineer at AF
LISA SVANHOLM, AF

“We're extremely happy to
have AF on board with the
expertise they bring when
we're working with differ-
ent countries to influence
the International Olympic
Committee.”

“We've been working on highlighting the
modern and innovative company that AF is
today, and our new communication platform
allows us to market AF’s offering to our
target groups in a thoughtful and clear way.
When combined with raising the company’s
profile in relevant settings, this will further
strengthen AF’s brand going forward.”

Stefan Lindeberg,
Chairman of the Swedish

Theresa Bauer, Olympic Committee.

Corporate Communication Manager, AF

AF CEO Jonas Wistrém and Stefan
; Lindeberg, Chairman of
AF ADVISES EOUR . = the Swedish Olympic Committee.

AF ANNUAL REPORT 2014
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Passion for technology
and teamwork

AF’s employees are competent and forward-looking team players, who take the
initiative and are prepared to learn from others. They exceed client expectations
with solutions that combine technical expertise and business acumen. There

is fierce competition for the best engineers. AF offers a raft of different career
opportunities in a strong, common corporate culture.

Almost 1,200 employees were recruited
in 2014. This rapid growth underlines
the need for a common corporate culture
and for coordinated and quality-assured
systems and processes.

One important part of our strategy is
to act as one company — regardless of
country, city, division or sector. Our cor-
porate culture is strong and promotes
a team spirit. Common processes, pro-
cedures, rules, values and systems are
important elements in maintaining a
single, strong corporate culture.

New career development model
AF carries out many large and prestig-
ious projects that are both challeng-
ing and rewarding to work on. The com-
pany's size and breadth across differ-
ent technologies, industries and coun-
tries create numerous opportunities for
professional and personal development,
regardless of career path.

2014 saw the launch of AF’s new
career development initiative, AF Career

AF's employees and give them greater
opportunities to take responsibility for
their own professional development.
The career model shows that there are
many more development opportunities
than the three previously defined career
paths of manager, specialist and project
manager. AF Career Model started being
used in personal development reviews in
selected countries at the end of the year,
to analyse employees' existing compe-
tence and development needs.

The AF Academy
AF’s internal training organisation, AF
Academy, offers everything from induc-

¢ tion courses to executive management
. training. All courses reflect AF’s values

and approach to sound entrepreneur-
ial skills. Lecturers and facilitators come

. both from within AF and from external
i service providers. Besides relevant train-

ing, AF Academy helps employees build
a wider network within the company,

. which is useful in their day-to-day work
i and creates openings for new business.

Compulsory management training

¢ We ask a great deal of our managers at
AF. Besides being skilled engineers, they
must also be skilled sales people, busi-

! ness people and communicators. Qur
managers are also responsible for the
development and motivation of staff in

© their units.

To ensure good management stand-

ards at AF, all newly appointed manag-
. ersundergo training at AF Academy. The '
programme covers leadership, finance,
project management, sales and commu-
© nication.

Model. The aim of the model is to develop

Talent Management Programme

i Amanagement programme for women
. was trialled in 2014 via the EVEN ODDS
¢ gender equality process. The aim is to

identify potential female managers at

. AF. The programme combines training
. with transfer of experience. All partici-

pants have been offered a senior mentor.

i Specialist training
. AF Academy trains project managers to

achieve certification provided by such
organisations as the International Pro-

. ject Management Association, which
. offers the European certification stand-
i ard IPMA at four levels. AF has more

. employees who are certified project
. managers than any other company in

Sweden.
The AF Nuclear Academy is a compe-

i tence development initiative designed to

meet the increasingly stringent require-
ments of the nuclear power industry and
its regulatory bodies. The training leads

. to certification at four levels. The train-
¢ ing and certification are also open to cli-

ents and other stakeholders. A total of
508 people have been certified since

- 2009, including 31in 2014.

Management training

. AF’s Business Executive Leadership Pro-
gramme (BELP) is a joint venture with

. IFL Executive Education that is aimed

! at selected managers in the Group.
Training is spread over 12 months, dur-

. ing which participants acquire a deeper

understanding of AF as a company and

i develop better strategic planning, inter-

national leadership and communication
¢ skills. It also results in valuable networks
. within the organisation. The programme

is usually arranged every second year.

. The training programme was carried out
¢ in 2014 and included 25 individuals.

Better balance in the gender ratio

. APF’s overall human resources objective
. isto achieve a better balance in the gen-

der ratio among both consultants and
managers. An intermediate target is

. foratleast 30 percent of managers and
. atleast 30 percent of employees to be

women by 2020. Women accounted for
22.3 percent of the overall workforce in

© 2014, 20.2 percent of consultants, 14.5
: percent of managers and 24.2 percent of
{ new recruits.

AF ANNUAL REPORT 2014



What are you working on right now?

“At the moment I'm involved in an exciting project in which the
superstructure of a flyover, which is made of wood and steel,
is being replaced with concrete. It means it will be treated as a
completely new bridge. Usually you do the casting on site, but
this time the superstructure will consist of prefabricated sec-
tions, which complicates the force distribution in the bridge.

I help the client with reinforcement dimensions and solutions
regarding how to distribute the forces in these sections. It’s
challenging, but it’s also an example of the most enjoyable
aspect of my job, the fact that | am constantly given opportu-

nities to develop professionally.”

Siamak Rouhani,

Bridge Engineer, Infrastructure Division

To achieve the target of a higher per-
centage of women, at least one female
candidate must be shortlisted each time
a managerial post is filled. To define the
measures needed to achieve the human
resources objective, the EVEN ODDS
process has been in progress since the
end of 2013. Several activities were car-
ried out in 2014 within the framework
of this process. One such activity was
AF’s women-only recruitment campaign
for the month of September (see also
page 40).

Annual employee survey

AF regularly conducts an employee
survey measuring employees’ wellbe-
ing, pride, confidence in supervisor and

AF ANNUAL REPORT 2014

projectin 2014?

Maria Palo,

© survey is an important tool for ensuring
. that AF retains skilled employees.

A snapshot was carried out in 2014
and once again gave positive results. A
full employee survey will be conducted

. in2015.

i Clear salary model

For some years now, AF and the trade

! unions in Sweden have been using their

. own system to set salaries at a local

level. The basic principle builds on the

. assumption that local managers have the
clearest understanding of the scope for
salary increases in the context of their

© own operation's profitability, market sit-
. uation, demand, performance and devel-
opment. Managers have considerable :
sense of community with colleagues. The

responsibility for setting salaries at lev-

HUMAN RESOURCES

What was your most interesting

“We have an exciting large-scale project in Finland. Our client is
planning to build a new nuclear power plant on a greenfield site.
In September we signed a contract for the Owner’s Engineer-
ing services, in which AF supports the client in project man-
agement, nuclear safety, licensing, design review and audit-

ing of the subcontracting chains. In my position | get to work
together with AF colleagues from different countries, which is
very rewarding and inspiring.”

Manager, Nuclear Energy, International Division

i elsthat can be clearly motivated.

. Variable remuneration packages as
a supplement to fixed salaries are com-
mon at AF; some are based on the rel-

i evant unit’s performance, while others
. are directly linked to individual perfor-

mance.
Other benefits vary from country to

country depending on local practice

© and tax rules. Examples include pen-
sions, insurance and employee cars. All
employees are entitled to rent one of the
| cottages or apartments that are owned,
managed or leased by the AF Staff Foun-
dation.
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Our people
in figures

10

Number of employees (all forms of employment) Length of employment
11-20 21 years
% 0-2years 3-5years 6-10years years or more
Number 320 31.2 183 121 64
8,000
7000
6000
5000
4000 Age distribution
2014 2014 2013 2013
3,000 % men women men women
2,000 =20 1ah 51 14.2 53
1,000 30-39 233 | 80 232 79
LO-49 192 | 5.6 18.7 5.6
50-59 12.9 5.6 12.4 2.6
2010 2011 2012 2013 2014 1
60— 80 10 87 14
B Men M Women Total 778 222 77.1 229
Average age Education
YEAR 2014 2013 2012 2011 2010 % 2014 2013 2012 2011 2010
411 41.3 411 42.8 433 Postgrad. licentiate
or Ph.D. studies 3.8 SIS 37 3.7 38
University degree 59.7 59.5 574 541 52.6
Other post-secondary
Sickness absence education 161 158 15.6 164 HISES
% 2014 2013 2012 2011 2010 Secondary education 20.4 20.3 233 25.8 280
Total 2.2 21 20 19 21
Gender distribution in 2014* Target 2020
Total
Consultants Managers Recruited in 2014 employees AF
AF’s human resources
O L) Oy O
20.2% 14.5% 24.2% 22.3% Tt oy
2020 at least 30 per-
cent of the company's
B women H Men

* All permanent employees and employees on probationary periods.

employees and man-
agers willbe women.



Interview

It’s natural to have a strong focus on
technology and specialist knowledge
at a company like AF. And it's equally
important to maintain a constant
emphasis on leadership and leader-

You took up your position as Vice
President Human Resources and
member of Group management
in October 2014. What are your
thoughts about your job and your
role within the company?
My task is to lead HR work at AF based
on a strategic approach. Our entire mis-
sion is based on human capital, which
is our most significant success factor.
That’s why I regard HR as a business-
critical function that helps ensure we
achieve our objectives for growth, prof-
itability and business development, but
also our aim of creating a cohesive AF,
across division and country boundaries.
Our divisions are rooted in differ-
ent cultures and via the acquisitions
that are continually happening. As with
our international growth, this makes
the issue of a single corporate culture
even more important. HR has a signifi-
cant role to play as the glue that binds us
together in this process.

Which areas will be in the spotlight
for you in future?

We have a firm base to start from and we
don’t intend to stop doing what we’ve
done in the past, but we will enhance

AF ANNUAL REPORT 2014

ship development.

Emma Claesson

Vice President, Human Resources & Communications

¢ our activities within certain areas based
. on the premise that HR work needs to
constantly develop as AF grows. One

: area that we want to focus on in particu-
lar is leadership. It’s natural to have a
strong focus on technology and specialist
. knowledge at a company like AF. And it’s
. equally important to maintain a constant |
emphasis on leadership and leadership
i development to achieve our objectives.

We will also continue aiming to

be as good at developing and retain-

| ing employees as we are at recruit-

. ing them. Our recruitment efforts have
been extremely successful and helped

. us establish AF’s external image as an

. employer. It is of course vital for us to
attract a steady flow of talented people.

¢ And it’s just as important for them to

. want to continue their career path at AF.

. What will be your approach to

. developing and retaining talented
employees?

© The opportunity to follow clear career
pathsis a central element. It’s not just
about progressing to managerial posi-

. tions; we need to highlight the wealth of
specialist and other career paths avail-

. able within AF. The launch of AF Career

. Model marks the start of an initiative
that extends to all AF employees. It’s
about analysing the skills that already
. exist within AF, as well as identifying
opportunities for each individual.

In this context it is also important

. toreview AF’s offering throughout the

entire employment period. By that I

mean being able to respond to the ques-
tion, “which offering suits me at the stage
¢ I'matin my career and my life?”

Equality and diversity are also ever-

present issues both when it comes to

. recruitment and retaining and develop-
ing employees. Sometimes it requires

i additional initiatives and activities, such
. as the women-only recruitment cam-

. paign for the month of September in

¢ 2014. But the most important long-term
. objective is of course for equality to be a
natural aspect of all AF’s operations and
permeate all our processes.
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Cooperation across technologies
creates added value for clients

AFis an engineering and consulting company with strong industrial roots
that conducts assignments in the energy, industry and infrastructure sectors.
By combining different technical areas and expertise, AF creates profitable,
innovative and sustainable solutions that help clients develop and succeed.

Business model
AF’s business model is based on creating
added value for clients by drawing on the
combined experience of our consultants.
Our exceptional employees, together
with AF’s network, are one step ahead
in terms of technical expertise, busi-
ness acumen and the ability to choose the
most appropriate solution for the client.
Through its Project Business, which
covers large projects and project assign-
ments, AF acts as a partner for clients and
delivers a specific solution or outcome.
Our many years of experience, under-
standing of our clients and well-devel-
oped systems for sharing knowledge are
key factors in this part of our business.
When a client requires additional
expertise or resources within its own
organisation, AF can offer Professional
Services. The key success factor here is
the ability to quickly offer consultants
with the right expertise in the relevant
industry or technical field.

Expertise across a broad
range of areas
AF offers specialist knowledge across an
unparalleled raft of areas in all its client
relationships and in all sectors.

These include product development

A unique network

and IT in automotive, telecom, defence
and life science, process engineering
for industrial facilities, manufacturing
robotics, production facilities, develop-
ment of customised business systems,
communications systems management
and IT and civilian security.

For infrastructure projects, AF offers
management and project planning
expertise for major projects in most sec-
tors, particularly in road, railways and
buildings. In the energy sector, AF’s
expertise encompasses energy transfer
and distribution and all types of power
stations for all energy sources — refuse-
derived fuel, gas, coal, nuclear and bio-
fuel, as well as water, wind and other
renewables. AF’s history and origins in
an industrial culture with a long-term
perspective also provide added value in
many client relationships and constitute
a success factor, especially in infrastruc-
ture projects.

Cooperation and knowledge sharing
AFis increasingly combining its differ-

ent divisions and capabilities across pro-
jects and solutions for clients. A growing
number of clients are turning to AF with
projects that involve a variety of technol-
ogies and competence, such as increased

use of IT in transport systems, vehicles
and electricity grids. Combining different
technologies requires AF’s staffto have a
good understanding of each other’s capa-
bilities, as well as the ability to share and
learn from experience of previous pro-
jects. AF’s employees also have to under-
stand the driving forces in society.

AF boosts its capacity to meet client
demand for end-to-end project man-
agement through a growing number of
knowledge centres and clusters focused
on particular sectors and clients, such
as the automotive, defence and telecom
industries and life science.

End-to-end management is often the
result of gradually increasing respon-
sibility, which takes place in a “satel-
lite organisation”. This involves AF ded-
icating its own facilities to a specific cli-
ent, from where the project team can
work directly in client systems. Satellite
organisations make it easier for clients to
outsource assignments and demand for
this is also growing.

Large, complex projects provide
advantages for both clients and AF. They
create a shared incentive to achieve pro-
ductivity and efficiency, to draw on pre-
vious experience and to make better use
of personnel.

AF's network is a unique resource centre of just over 25000 engineers
consisting of academics, self-employed consultants, researchers
and retired engineers. Together with AF's 7500 current employees,
the network presents an exceptional opportunity to provide clients
with the most suitable consultant for each job. This growing network
provides clients with access to an unparalleled resource in terms

of the expertise and range offered. The network grew by more than
400 members per month in 2014. AF'’s tailored incentive structure
also ensures that it pays to always choose the consultants that best
match client needs. The AF network’s system support makes find-
ing suitably qualified consultants quick and easy. Both employees
and members of the network can subscribe to updates on available
assignments and register their interest themselves.

The network provides a career partner throughout consultants’
working life. For students and recent graduates it can offer a route
into the job market, while for retired engineers it can be a way of
staying professionally active. For engineers who are self-employed,
the network offers opportunities for a larger number of more
rewarding assignments.

All sub-consultants hired by AF for client assignments are quality-
assured based on three steps. The first is a competence profile that
is entered into the system. The next consists of an interview and
obtaining references. Once an assignment has been completed, the
third quality assurance step involves the client reviewing the con-
sultant’s performance. This quality system provides reassurance for
clients, as AF always selects the most suitable people for each job.

AF ANNUAL REPORT 2014



13 OFFERING

Four divisions in three sectors

AF's four divisions, Industry, Infrastructure, International and Technology, offer engineering and consulting
services across three main sectors: energy, industry and infrastructure. These sectors each contain a large
number of industry areas and private and public activities within infrastructure.

The Industry and Infrastructure divisions are established in Scandinavia and Technology is based in the
Swedish market. All divisions also participate in international projects. Our International division provides the
entire service offering on AF’s markets outside Scandinavia. The divisions always work together to create the
strongest teams, producing the very best solution for each and every client.

n
[}
Energy Industry Infrastructure
Hydropower, nuclear power, renewable Automotive, defence and security, Property,
energy, thermal power, transmission engineering, food processing, forestry, roads and railways

and distribution mining, oil and gas, pharmaceuticals,
telecommunications

There are two main areas within Industry:
Process and production development
and IT and product development

INDUSTRY DIVISION INDUSTRY DIVISION INFRASTRUCTURE DIVISION
TECHNOLOGY DIVISION
INTERNATIONAL DIVISION INTERNATIONAL DIVISION INTERNATIONAL DIVISION

AF ANNUAL REPORT 2014



Intelligent lighting for the Danish capital

The City of Copenhagen has decided to replace almost 20,000 street
lights with innovative, intelligent and energy-efficient street light solu-
tions, which will be a cornerstone in Copenhagen’s Smart City solutions for
the future. AF has been the strategic technical advisor for the City, and the
procurement process was for the first time in Denmark conducted through

competitive dialogue.
Photo: Ursula Bach

West Link rail connects Gothenburg

The West Link is a new 8 km long double-track commuter rail link
that runs through central Gothenburg. Three new stations will
expand capacity and cut travel time for commuters. The Swedish
Transport Administration has appointed AF as the engineering
and consulting company in charge, tasked with responsibility for
detailed project services and specification documentation for
the project.

More reliable payments
for clients

AF is an accredited assessor and assists a number
of clients with securing their card transactions as
per the global payment card industry’s PCI-DSS
security standard. Clients include MAX Hamburger-
restauranger AB, where AF contributes expertise
relating to process improvements, technical and
physical security and business development.

Game programming support
for urban planning

AFis carrying out an investigation into localisation
alternatives for two new underground stations

in Stockholm. The solution, which uses game
programming to simulate the anticipated flow of
pedestrians in the vicinity of the planned stations,
provides advanced and flexible support to help plan
and develop sites and districts with attractive and
vibrant environments.




Smart, energy-efficient
hospital building

The project Framtidens Akademiska is
the largest ever new building and mod-
ernisation project to be carried out at
Uppsala’s University Hospital in Swe-
den. AF has been commissioned to plan
electrical engineering and telecommu-
nications installations, transport, HVAC,
monitoring and control, as well as sound
and vibration in a completely new care
and treatment centre. The new build-
ing will be classified in accordance

with Miljébyggnad Guld, issued by the
Sweden Green Building Council.

Photo: County Council Services in Uppsala
County, image produced by White

Fortum secures power
plant dams

Three of AF’s divisions - Industry, Infra-
structure and Technology — have spent
three years working together with For-
tum in a project to develop the com-
pany’s practices, system support and
instrumentation linked to dam surveil-
lance. The project has focused on over
20 of Fortum’s dams with high conse-
quence class to identify their potential
error modes and surveillance require-
ments. The planning began in 2014 to
supply the dams with the instrumenta-
tion needed for measuring and surveil -
lance, for completion during 2016.

Volvo Cars chooses AF as strategic supplier

As part of a significant agreement with Volvo Car Corporation, AF will develop and
deliver a number of automated production lines for Volvo for future car models. Industrial
automation technology is one of the areas of technical expertise in which AF excels in the
automotive industry. Three of AF's consultants were acknowledged with the Volvo Cars
Technology Award 2014.

Major assignment at new
nuclear power plant

Fennovoima Oy has appointed a consortium
consisting of AF and M+W Group as Owner's
Engineer for the entirely new nuclear power
plant due to be constructed in Pyhgjoki,
Finland. The contract includes services
within the areas of nuclear safety, design
review, licensing and permitting, auditing of
the subcontracting chains of the supplier
chain and project management.

Photo: Fennovoima

Largest hydropower
project in Albania

In the valley of Albania’s River Devoll,
Devoll Hydropower Project, a subsidiary of
Norwegian Statkraft A.S., is constructing
two hydropower plants that will generate
800 GWh annually. The project is set to
boost the country’s electricity production
by around 20 percent. AF is responsible for
the design of hydraulic structures, dams
and power plants.
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European home base with
clients worldwide

EXTERNAL TRENDS

Global trends steer towards
a sustainable society

AF is an engineering and consulting company that focuses on three sectors:
energy, industry and infrastructure. The company’s base is in Europe, but its
business and clients extend right across the globe. Conditions and the needs
that fuel demand therefore vary both geographically and depending on the
degree of economic development.

Besides economic developments there are major global trends — urbanisation, sus-
tainability and the connected society — that govern demand within virtually all the
sectors and industries in which AF operates.

The most significant underlying trend of the above three is urbanisation, which
remains strong in many parts of the industrialised world, and which is a transforming
power in emerging economies, owing to increased industrialisation and rising pros-
perity.

Growing cities bring a greater need and requirement for sustainable solutions.
Demand encompasses everything from better transport solutions, reduced carbon
footprint and resource management, to improved quality of life. The issues that affect
people’s everyday lives, from better housing and efficient public transport, to cleaner
air, less noise and better lighting, are key factors in achieving a sustainable society.

The third major trend, the connected society, means IT solutions are becoming an
increasingly important element in projects within all three sectors: energy, industry
and infrastructure. They will be included to a growing degree in, for example, intelli-
gent vehicles and intelligent, energy-efficient buildings, but also in large-scale energy
and transport systems. Increased use of IT also supports the route to a more sustaina-
ble society by contributing to more efficient use of resources.

Allin all, the major social trends bring both challenges as well as considerable
opportunities for an engineering company like AF. The large and increasingly com-
plex projects demanded by clients within infrastructure planning and industry require
an ability to take a comprehensive approach and get various technologies and com-
petences to work together and cross-fertilise. This leads to new working models and
forms of cooperation, and the creation of new interfaces between industries and sec-
tors, with IT as an increasingly significant element. With its many years of solid indus-
trial experience within both development and processes, AF has an advantage in being
able to reuse and further develop and link this experience in completely new areas.

© Urbanisation drives investments within all AF’s sectors

© Growing cities bring a greater need for sustainable solutions

O IT solutions increasingly important in all major development projects
© New interfaces between industries and sectors an advantage for AF
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ENERGY

Energy needs of emerging economies
fuel demand

The international energy consulting market spans advanced services
throughout the chain from pilot studies, through project management and
implementation, to operation and maintenance. AF is one of the world’s lead-
ing players and competes mainly with other large global consulting firms.

Demand for engineering and consulting services in the energy sector is being fuelled
by energy efficiency improvements, sustainability and security needs, and by demand
for new capacity in fast-growing markets. Regions such as Asia, Latin America, the
Middle East and Africa have considerable growth potential in the foreseeable future,
in terms of not only new builds but also measures to increase energy efficiency and
improve efficiency in the electricity network.

Energy markets are still largely national and are affected by both political decisions
and various forms of subsidies. The trend is increasingly for the market to be opened
up, creating demand for investment in transmission and distribution systems, includ-
ing smart grids.

The balance between different energy sources is partly governed by political deci-
sions and the intention to phase out fossil fuels in favour of renewables. Meanwhile,
energy-intensive industrial sectors demand a stable basic supply and reliable deliver-
ies. This means that fossil fuels coal and gas, together with nuclear power, still domi-
nate for new construction in growth regions such as the Asia-Pacific.

However, the growth curve for coal-based energy is expected to level off in the long
term, and the same applies to nuclear power seen from a global perspective. Renew-
ables, including hydropower, will gradually see an increase in their share of new capac-
ity and power investments over the next 20 years. Hydropower is the main resource
that is not yet being utilised to its full potential. Europe and the US are at the forefront
of developments in this area. However, for other types of renewables, several uncer-
tainty factors remain, including delivery reliability and profitability.

AF’s offering covers all types of energy and high capacity within renewables puts us
in a good position to meet growth in these areas.

Developments in 2014

Levels of investment in Europe remained low during the year. Demand was greatest
for maintenance and efficiency projects. At the same time there was continued sub-
stantial growth primarily in Southeast Asia, but also in Africa and Latin America.

© Market requirements for energy-efficient solutions

© Growing capacity needs in emerging markets

© Renewable energy increasing, but continued need for all forms of energy
© Low level of investment in Europe
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Photo: Lars.Bahl

INDUSTRY

Streamlining and
product development drive market

The majority of AF’s industrial clients are based in the Nordic region, but

an increasing number of clients all over the world are benefitting from AF’s
industrial expertise. The market is largely driven by the need to improve effi-
ciency and rationalise production, as well as by product development among
the major exporters.

In the industrial sector, AF works mainly with companies in the automotive, defence,
mining, food and pharmaceutical, oil and gas, forestry, telecommunications and engi-
neering industries. AF is a strategic partner for not only IT and product development
but also process and production development.

Demand is determined by factors such as increased complexity in clients’ produc-
tion processes. This means there is a need to access AF’s broad and thorough techni-
cal expertise to support clients in their processes.

Another trend is that clients are increasingly opting to use fewer, larger suppliers,
who can deliver a wide range of skills. Clients want suppliers who can take increasing
responsibility for their deliveries.

The situation is changing as regards demand within product development and IT
and more clients are now choosing to outsource projects or subprojects to external
contractors.

Developments in 2014

The recovery in the industrial sector in 2014 was not really as strong as had been antic-
ipated. Economic performance in Europe as a whole was weak, and the German mar-
ket lost some of its momentum. Growth in the US continued to increase during the
year, which had a certain ripple effect. However, emerging economies such as India,
Russia and Brazil saw a decline. For AF, these developments resulted in a mixed level
of demand, depending on the market. The pace of investment was mainly high within
the automotive and defence industries. Even industries such as forestry and mining
experienced relatively healthy demand. For these three industries, falling electric-

ity and commodity prices increased the need to invest in efficiency improvements and
cost reductions.

Common to all these industries is the fact that demand is rising for large projects
and project assignments that may involve several different specialist skills. The long-
term trend also indicates there is a continued need to invest in both production and
product development, which was made apparent by the increase in the number of
project tenders from clients to AF in the autumn, despite an uncertain and weak eco-
nomic trend.

© Increasing demand for project assignments from industrial clients
© Continued need to invest in production and product development
© Weak economies in parts of Europe
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Growing need for more intelligent
buildings and traffic systems

AF’s market for infrastructure projects is primarily in the Scandinavian coun-
tries. The division has both public and private sector clients within infrastruc-
ture planning and in the property industry. The market has enjoyed a relatively
high level of public investment in recent years.

Although markets for infrastructure projects are chiefly national, they are still driven

by trends that have a global reach. These trends relate mainly to rapid urbanisation,

the ambition of a sustainable society, greater demands for improved living conditions —
and increasing average life expectancy.

All trends contribute towards the growing need for efficient transport solutions,
including major investments in roads and rail traffic. Two examples of current pro-
jects in this area are the Stockholm Bypass and high-speed East Link railway. But
they also help increase demand for intelligent buildings and traffic systems involving
advanced IT solutions, as well as expertise within lighting and acoustics.

In the property industry, demographic trends have also encouraged the structural
changes that are currently under way within healthcare systems, with investments in
highly specialised acute care hospitals featuring considerable technological content,
such as New Karolinska in Stockholm.

AF is taking part in many of these major projects and has a considerable compet-
itive advantage in its ability to manage the large and complex technological revo-
lutions that are happening, leading towards increased use of IT and automation to
improve efficiency both in buildings and traffic systems for roads and railways.

Infrastructure is the most consolidated part of the engineering and consulting
industry, especially when it comes to roads and railways. The five largest companies
within infrastructure planning, of which AF is the second largest, command 60—70
percent of the Swedish market. Engineering and consulting services in the property
sector, where AF has a leading position, are more fragmented, with many different
players of various sizes.

Ll
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Developments in 2014

The infrastructure market in Sweden and Norway performed strongly in 2014, and
public sector investments remained at high levels. Most in demand were project man-
agement services, railway-related services and sustainability-related projects. Several
major projects came onto the market, which combined with ongoing projects extend-
ing over several years and new projects announced, bodes well for continued high lev-
els of activity over the coming years. A major technological revolution is also occur-
ring internationally within railways. In the long term, all old traffic management sys-
tems will be replaced via the EU-backed ERMTS, European Traffic Management Sys-
tem, which aims to boost rail capacity.

© Strong market growth in Sweden and Norway
© Increased demand for intelligent buildings and traffic systems

© Maijor technological revolution under way for railways
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Growing market share
and more project
assignments

The Industry Division is the Nordic region’s leading consultant in process and
production development. The division offers a comprehensive portfolio of specialist
services to virtually all industrial sectors and has a particularly strong position
within the nuclear power, energy, automotive, mining and process and forestry
industries. Geographical proximity to clients and a thorough understanding of

the sectors in which they work are the most important foundations for long-term

client relations.

The Industry Division continued to win
market share in a market that was some-
what cautious in 2014. The strongest

demand was from the automotive, chemi- :

cal, pharmaceutical, mining, hydropower
and forestry industries. The division

has grown alongside increasing client
demand for project deliveries and project
assignments. Orders for fixed-price pro-
jects (EPC) for the division exceeded SEK
1.2 billion at the end of the year.

The 2,000 engineers who work within
the Industry Division represent a broad
spectrum of skills within all the fields
of technology that are in demand from
almost all sectors of industry. Of all
European consulting companies, AF’s
Industry Division has one of the largest
contingents of engineers working within
advanced structural and fluid dynamics
analysis.

The combination of wide-ranging
and specialist expertise allows Indus-
try to take responsibility for all phases of
a project for a client, from pilot studies
and documentation for decisions by the

board, calculation and design, to commis- 5

sioning and operation of a complete facil-
ity. Industrial clients particularly value

Contribution to Group

SALES PROFIT

29% 33%

areas of expertise such as process engi-

. neering, transmission and distribution of
electrical power, mechanical engineering
. and pipe construction, industrial automa-
© tion and manufacturing robotics. Indus-
try has world-class specialist knowledge
within several of these areas.

Client demands for project assign-

ments mean the division’s projects

are often multidisciplinary, for exam-

| ple assignments where automation and

. industrial IT are combined to link the
client’s business system with production,
i and regularly include skills spanning all
AF’s divisions, for example within hydro-
power projects. AF’s network of over
{25,000 independent consultants, who are !
available at short notice for new projects,
is a real asset for such projects.

A major competitive advantage for the !
. division is AF’s financial strength and

stable ownership. The fact that the divi-

. sion has the capacity to implement large
. and complex projects is reassuring for

the client. Geographical range is also a

. positive factor. The Industry Division

has offices in over 50 cities in Scandina-
via and also has a presence and runs pro-
jects in more than 50 different countries.

Markets

Increased demand for comprehen-
. sive project management
: The challenging economic environment

for many industrial sectors brings a need

to invest to reduce costs and streamline

© production. Industrial companies are
also increasingly demanding compre-
hensive multidisciplinary project assign-
! ments, involving fewer, larger suppliers.
Almost all projects have a link to sustain-
ability, where the client’s ambition is to

¢ boost competitiveness through environ-
mental initiatives, increased quality and
reduced use of resources.

The growth potential for the Industry

i Division lies in a strong need among cli-

ents to develop a cost-effective, sustain-

able and high-quality approach to man-
¢ ufacturing. In order to achieve this, cli-

ents want AF to take responsibility for a

. greater portion of the project. AF’s wide-

ranging capabilities constitute a com-

© petitive advantage here, as we can put
. together alarge number of different

skills based on client needs, for example

¢ by complementing the division’s indus-
. trial expertise with specialist skills within

infrastructure, product development and
international projects in other divisions.

Key figures

2014 2013

Domestic markets

Net sales, SEK m 2,6533 2,3535
Sweden, Norway and Denmark Operating profit, SEK m 2676 2416
Other markets Operating margin, % 10.1 10.3
Involved in projects in more than Average number of FTEs 2034 1857

50 countries

The historical figures above are adjusted based on changes
to segment reporting, see Note 2.

AF ANNUAL REPORT 2014



Focus on competence centres

to meet client needs

During the year, work has continued
on adapting the organisation to market
requirements for project assignments.
The focus is on building competence
centres around clients, industries, spe-
cialists and geographical areas.

One such example is the division’s
focus on the Heat and Power area, with
an emphasis on power, heat and man-
ufacturing plants, as well as the heavy
process industry. The initiative contin-
ued to produce results during the year
and we are seeing a steady rise in the
number of assignments in major invest-
ment projects.

Increased interest from the nuclear
power industry was noted following the
establishment of a new business area,
Nuclear Projects. The division’s strate-
gic expansion in Norway is continuing,
especially in project assignments in the
area of oil and gas.

DLA-Elteknik in Sandviken was
acquired during the year. The company
has a strong regional brand in the elec-
trical engineering field and strengthens
AF’slocal offering to clients in the steel
and manufacturing industries.

New orders across

a broad range of areas

Significant agreements were signed
during the year, including with
BillerudKorsnas concerning planning
for expanded production, with E.ON
for automation of two combined heat
and power furnaces in Malmé and
with LKAB regarding mine planning
in Svappavaara. Two new agreements
were concluded with Volvo Cars within
the field of advanced robotics, and
with Stockholm Vatten regarding pre-

planning of a new water treatment plant.

Other new contracts were signed with
Siemens, Oresundskraft, Vattenfall,
Novo Nordisk, Goteborg Energi and
Mondi.
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Per Magnusson,
President, Industry Division

How do you view the division’s challenges

and achievements over the past year?

It is satisfying to see that we have continued to win market share in an
economic environment that has been challenging for several key client
industries. This indicates that our clients are confident in AF’s ability to
deliver services that help reduce their costs and boost competitiveness in
the long term. Our focus on project assignments and new areas of exper-
tise has also paid off. During the year we have strengthened, grown and
become aleading company in Sweden within hydropower. We have also
experienced considerable growth within the focus areas Transmission &
Distribution.

How do you expect things to develop in 2015 and beyond?

We are noticing a rise in the number of new project enquiries, which is usu-
ally an indication of growth in investment appetite. So we believe that
industrial activity will slowly but surely increase.

| also predict that we'll be seeing stronger and closer cooperation with
our clients in both expertise and projects in which we jointly develop new
commercial arrangements, to the benefit of both parties. If our techni-
cal expertise, experience and familiarity with working on a project basis
are fully utilised, we can help our clients boost their profitability, thereby
becoming a profitable long-term partner for them.

We are also aiming towards greater participation in the major infra-
structure projects together with the Infrastructure Division, and increased
internationalisation in partnership with the International Division. We will
achieve this by further developing our successful cross-division client
teams, both in terms of the range and depth of skills.

O

DID YOU KNOW

Over 200 CAE engineers work for the Industry Division. This

means we can offer our customers one of Europe’s largest skill
pools within Computer-aided Engineering.







LKAB REPLACES CONTROL SYSTEM

Energy-saving system
produces fresher air
below ground

LKAB's ventilation fans, at its Kiruna mine in Sweden,
are controlled by a system that has been in operation
for more than 20 years. AF was commissioned to replace
the control system for the mine’s 600 or so fans with a
new system from ABB. The new control system allows
greater control of the ventilation, which reduces energy
consumption while improving the work environment.

In order to be able to work in the Kiruna mine, at differ-
ent levels right down to a depth of 1,365 metres, new air
needs to be continually brought down and old air removed.
Nearly 2,000 cubic metres of fresh air is pumped down
into the mine every second. During winter, the air that is
pumped down also needs to be heated.

Patching up and repairing the old system to control
ventilation was not an option. Several fans also lacked
any means of control, and fans that are continually oper-
ating consume large amounts of energy, even when there
is no real need for air circulation.

AF was therefore appointed general contractor and
tasked with replacing the entire system with a new, mod-
ern and controllable system, adapted to the specific
needs of the Kiruna mine. The project was implemented
successfully, thanks to cross-division cooperation within
AF and total commitment from LKAB's project team.

With the new system in place, the operating time for
each fan can be reduced by an average of eight hours in
every 24-hour period. This is achieved by the ventilation
being focused on the areas where it is needed most. This
in turn results in a significantly lower and more efficient
use of energy. The system also allows the quality of the air
to be measured to reduce the aeration time.

What has it been like working with AF?

“It's been very good. They are flexible, they listen and they
have cooperated well with our staff. Implementing a major
project in a mine is a challenge. It can be a difficult envi-
ronment to work in at times, things are happening all the
time while mining is taking place. The work has also cov-
ered a large geographical area.”

What sort of impression do you have of AF’s
consultants?

“They have a positive attitude and are clearly focused
on identifying a solution. Despite the geographical chal-
lenges, AF has been heavily involved in the project. Sev-
eral of them even commuted here over extended periods
of time, so the project was a success.”

Fia Lindroos, Project Manager, Energy, LKAB Kiruna
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Strong demand and
persistently high investment

The Infrastructure Division is Scandinavia’s most efficient partner within
infrastructure planning, offering technical solutions for tomorrow’s
sustainable society. Solutions combine modern technology and advanced
engineering expertise with thorough experience of industrial processes

and project management.

The market for infrastructure projects
remained strong in 2014. In Sweden and
Norway, where most of the Infrastruc-
ture Division’s business was located,
public investments remained at high lev-
els. Most in demand were project man-
agement services, railway-related ser-
vices and sustainability-related pro-
jects. Sales rose by 13 percent, of which
7 percentage points were due to organic
growth.

The Infrastructure Division has a
market-leading position in Scandinavia
and offers consulting services for infra-
structure development in six business
areas: Buildings (Installation), Infra-
structure Planning, Sound and Vibra-
tion, Lighting, Project Management and
Environment.

The services include methods and
solutions, from pilot studies and plan-
ning, to large and complex end-to-
end solutions with a focus on technol-
ogy, economy, environment and main-
tenance. Infrastructure has unique cut-
ting-edge expertise within most of these
areas, including new construction and
reconstruction of commercial, indus-

Contribution to Group

SALES PROFIT

30% 36%

. trial and public buildings, noise, vibra-

: tion and acoustic issues, environmental
. impact assessments and licensing mat-
ters, management skills for major pro-

: jects within most sectors of society and

for planning of roads, bridges, ports,

dams and railways.
Ongoing developments within infra-
structure projects, from buildings to traf-

¢ ficsolutions, are a major advantage for
. the division. AF’s size and combined

range of skills allow the division to offer
experience and knowledge of industrial

¢ processes that can be increasingly applied
¢ toinfrastructure projects as well. It is a
matter of IT support and reliable solu-

| tions within, for example, telecommuni-
cations, regulatory and control systems,
mechanics and programming or high-
tech process and installation expertise.

The division’s clients are primarily

within the public sector, Swedish indus-
. try and the Nordic property and infra-

¢ structure market. Furthermore, the divi-
sion carries out one-off projects all over

© the world. Approximately 1,900 mem-

. bers of staff work in some 50 offices in

¢ Sweden, Norway and Denmark.

. Industrial expertise an
increasingly significant asset

. Demand strengthened throughout the
year. In 2014, 385 new employees were
recruited. Growth was particularly

¢ strong in northern Sweden.

Demand is governed by a number of

key trends. Within Buildings, hospitals

¢ are a growing market, which is partly

. dueto the structural changes in health-
care needed to cater for an ageing pop-

. ulation. AF has built up a considerable
amount of expertise relating to the mod-
ern acute care hospitals, which involve

i extremely complicated projects in terms
of both buildings and equipment.

Major technological revolutions are

under way for roads and railways. In
railways, developments will in part be
driven by the new cross-border traf-

¢ fic management system that has been
adopted in Europe. For roads, one fac-
tor fuelling developments is greater use

. of IT and automation in vehicles, in par-
ticular opportunities for interaction with
infrastructure systems.

Markets Key figures

2014 2013
Domestic markets Net sales, SEK m 27300 24064
Sweden, Norway and Denmark Operating profit, SEK m 296.6 2957
Other markets Operating margin, % 109 123
Assignments are carried out all Average number of FTEs 1,930 1,720

over the world

The historical figures above are adjusted based on changes
to segment reporting, see Note 2.
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Strategic rail assignment

for East Link

During the year, the Infrastructure Divi-
sion, together with Tyréns, won a pub-
lic procurement with the Swedish Trans-
port Administration and was designated
as the engineering and consulting com-
pany in charge of phase 1 of the high-
speed rail project, East Link. The project
is the first of its kind in terms of Swedish
high-speed trains. AF won the contract
thanks to its unique and wide-ranging
skills in infrastructure projects.

AF also won a significant contract
within the framework of the Stockholm
Bypass project, beating fierce competi-
tion. The order will involve continued
work on the rock tunnels in the northern
sections of the bypass. New contracts also
include four road schemes in central Swe-
den for the Transport Administration.

The Buildings business area won a
new and important project for the Euro-
pean Spallation Source (ESS) research
facility in Lund, where AF will design
the structural equipment with a focus on
function, safety and sustainability.

The division’s light designers were
commissioned to develop the EU’s new
method for comparing the energy per-
formance of various street lighting fix-
tures. The work will be the basis for a
new eco-friendly and roadworthy Euro-
pean standard for road and street light-
ing. AF’s lighting designer won, for the
second consecutive year, the prestig-
ious Swedish Lighting Award for work
on the underground part of the National
Library of Sweden in Stockholm.
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Mats Pahlsson,
President, Infrastructure Division

How do you view the division’s challenges and achievements

over the past year?

Following a government decision during the year, there is currently a con-
siderable focus on high-speed railways in Sweden. The assignment we won
for the first project, East Link phase 1, is strategically important, because a
number of decisions will be made regarding solutions as part of the project
that will impact future projects. That’s why it's extremely satisfying to be
appointed as the responsible engineering consultants.

On the whole we've seen an extremely healthy flow of orders during the
year, with growth of 13 percent. And on top of that we have a significant
number of major ongoing projects. All in all we've built a very stable foun-
dation for the future over the past few years.

How do you expect things to develop in 2015 and beyond?

We have experienced excellent growth over the past years. One key expla-
nation is our industrial culture; the fact that we have a knowledge of indus-
trial processes that surpasses anyone else in the business. This is some-
thing clients appreciate and that will gain significance as demand for
interaction between different technologies and IT increases in almost all
major infrastructure projects.

O

DID YOU KNOW

40 percent of the world’s energy consumption is spent on our buildings.

AF's Pay-As-You-Save business model offers a risk-free way of saving

energy, money and the environment.




EAST LINK

High-speed train
to link regions

2014 saw the launch of the first phase of the East Link
high-speed railway, currently Sweden’s largest infrastructure
project. The Swedish Transport Administration has commis-
sioned AF, together with Tyréns, as the engineering and
consulting company in charge of the Sédertélje/Trosa section. |
The project began in 2014 and is due for completion in 2017.

e ""m-;.;.;,

The East Link is the first stage of a new generation of railways, 3 IJ"
and when it is finished, the Swedish Transport Administration will
have written Swedish railway history. The railway links Stock-
holm with primarily the southern provinces of S6dermanland and
Ostergotland. The high-speed railway, on which trains will be able
to run at speeds of up to 320 km/hour, will facilitate commuting
and cut travel time to places of study and leisure destinations.

When the East Link is finished, the journey time from Stock-
holm to Linképing will be one hour, and from Stockholm to
Nyképing just 45 minutes. The East Link will also be part of
a future high-speed network between the major metropolitan
regions of Stockholm, Gothenburg and Malmé.

AF and Tyréns are responsible for planning the railway, envi-
ronmental impact assessments, system documentation and
design programmes on the Sédertdlje/Trosa section. The project
also involves responsibility for a number of investigations that
will set the standard for particular solutions in future projects
as well. To provide assurance of the highest possible quality, AF
and Tyréns will be consulting foreign expertise from Japan and
France, two countries that already have high-speed railways.

|

Why did you choose AF and Tyréns for the job?

“We had a public procurement process with strict criteria, in
which price was certainly a key aspect, but where we also
evaluated other elements in the offer. For example, we valued
their description of how they viewed the assignment, what their
thoughts were regarding implementation, communication and
cooperation. We have the same approach to each tender and it
was particularly significant here to treat each one equally, and
for us to be able to rely on it being a sustainable tender.

We met five individuals from both companies and they had the
chance to give their views on the project in their own words. We
were also careful to point out that this was phase 1 of the pro-
ject and it would therefore set the bar for the remaining stages.
That was the most important thing when making the decision. In
our view they stood out as the best and most preferable alterna-
tive financially.”

What has your experience with AF been like so far?

“We started work on the project at the end of August/beginning
of September 2014 and defined what needed to be done and
when. AF/Tyréns proposed an extremely attractive schedule.
I'm confident that the project is going to go well!”

Ali Sadeghi, Head of Project, Swedish Transport Administration
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Global success
across all energy sources

The International Division is responsible for AF’s operations outside
Scandinavia and offers international engineering and consulting services
to clients in over 80 countries. Over 90 percent of the division’s sales
come from the energy sector, in which the division is one of the world’s
leading Europe-based technical consultants. The division is also active

in the industrial and infrastructure sectors.

Over the year, the International Division
has been highly successful in a number
of regions outside Europe.
The division’s expertise in the energy
sector encompasses energy transfer
and distribution and all types of power
stations for different energy sources
— water, coal, gas, biofuel and refuse-
derived fuel, nuclear and renewables.
AF can offer its clients extensive

expertise, owing to its ability to cover the
entire spectrum of power generation and
the entire investment lifecycle. Its energy :

source independence ensures the divi-
sion can always recommend what’s best
for the client. The International Divi-
sion’s experts also possess knowledge
about all types of technology provided
by different suppliers, such as in nuclear
energy. This also helps guarantee AF’s
independent position. The division also
has considerable technical capabilities

within the complex and demanding envi-
¢ Around 1,000 GW of fossil fuel produc-
tion capacity is expected to be added
over the next 16 years, as well as many

© nuclear power stations, mostly in the

. Asia-Pacific region.

ronmental aspects involved in major
energy projects.

The division’s clients are mainly pri-
vate operators such as the power indus-
try and energy companies, as well as

Contribution to Group

SALES PROFIT

12% 7%

. financial institutions, investors and

: government agencies. Projects often

.~ span over several years and are based on
previous experience of similar assign-

. ments.

The division’s clients are based all

over the world, which requires a local
. andregional presence. The International :
. Division has assignments in 80 countries :

and has over 900 experts in more than
30 offices, who help clients realise both
large and small projects.

Key markets where the division is
also well established with strong bases

Renewables gaining ground
Despite a significant focus on the issue of
i climate change and future energy tech-
nology, the global energy market is still

largely based on non-renewable sources.

However, over the next 20 years

renewables (including hydropower)
. are expected to account for more than

60 percent of new energy capacity and
65 percent of power investments. This

. offers good future growth opportunities
¢ for International. Over 40 percent of the

division’s capacity is in renewables.
A clear market trend is the growing
demand for services relating to efficiency

i improvements in existing power plants,

. an area where the International Division
has an impressive portfolio of references
and a strong market position.

include the Czech Republic, Switzerland,
Finland, Spain, Turkey, India and South-
. east Asia.

Growth markets outside Europe

. The European energy market remained
weak in 2014. Regions in Southeast Asia,
¢ the Middle East and Africa, however,

are investing in energy for the growing

needs of populations and industry, and
. AFisactively involved in these markets.

There are also positive signs in

Europe, with the Swiss business
delivering healthy and increasing

. earnings owing mainly to continued

. high levels of activity in hydropower.
© The Czech business also continued to

Markets Key figures

2014 2013
Domestic markets Net sales, SEK m 10381 12249
Switzerland, Finland, Baltic Operating profit, SEK m 542 735
countries, the Czech Republic Operating margin, % 52 60
and Spain Average number of FTEs 964 1123
Other markets

Involved in projects in more than
80 countries

The historical figures above are adjusted based on changes
to segment reporting, see Note 2.
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see improved earnings along with a
strong order book. Finnish operations
delivered positive earnings given the
weak domestic economy.

During the year, Russian subsidiary
Lonas was divested due to profitabil-
ity issues and inadequate synergies with
the rest of AF. A programme of meas- i
ures and savings was implemented in the
Spanish business and the division also :
reduced its presence in India.

Significant orders

within nuclear power

Of the major orders won by the divi-
sion during the year, the largest was
in partnership with Germany-based
M+W Group for the planned Fenno-

Roberto Gerosa,
President, International Division

voima nuclear power plant in Finland. How do you view the division’s challenges and achievements
AF was appointed lead technical con- over the past year?

sultant and the project will involve AF’s I'm satisfied with the financial results, considering the tough market
expertise in Finland, Switzerland, Swe- conditions we faced. There were some difficult decisions this year. We
den and the Czech Republic. In Vietnam, divested our Russian subsidiary, restructured the Spanish business

and reduced our presence in India. These measures have stabilised
the division’s finances, and we will be in even better shape to meet the
demands of the market in 2015.

the International Division won its sec-

ond contract for an additional nuclear :
power plant for the same client. The divi-
sion has also won energy contracts in :
the Middle East, North Africa and India,
along with a contract for a biofuel plant

How do you expect things to develop in 2015 and beyond?
I'm optimistic about the future. We are well positioned to adjust to a
business environment in which some markets are declining or are stagnant,

in the Netherlands, an agreement in while others are growing and even booming, and if we are adaptable and
Brazil for an interim storage facility for focused we can identify business opportunities. Together with the other
spent nuclear fuel and a contract relating ! divisions, we'll continue working to enlarge AF’s footprint in selected

to a pumping/storage facility in North markets to offer a constantly expanding range of AF’s services.

America. Together with the Technology
Division, the International Division also
entered into an agreement with Scania
in Brazil.

O

DID YOU KNOW

50 nationadlities, speaking 36 different languages, work within the
International Division. We're ready to assist our clients anywhere
in the world.

AF ANNUAL REPORT 2014
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BABELAN

More reliable
electricity supply
contributes to urban
development

AF in Finland has a long-standing relationship with the
Indonesian power company PT Cikarang Listrindo, and
several joint projects have been carried out since 1996.
The Babelan project, a new coal-fired power plant, is the
third major collaborative project in a row and testament
to AF’s solid experience with large and complex interna-
tional assignments.

Power company PT Cikarang Listrindo produces and dis-
tributes electricity to industrial clients and the national
grid in Indonesia. The company began operations in 1992
and its current production capacity totals 755 megawatts.

Babelan is a coal-power project located outside the
capital Jakarta, encompassing two power units with a
combined capacity of 270 megawatts. The plant has two
CFB boilers (circulating fluidised bed) featuring the lat-
est technology and with low emissions. The power plant
project has now entered the construction phase and is
scheduled to go into commercial operation in 2016.

AF's team developed the project, from choice of site
to the ultimate solution for the power plant configura-
tion. AF’s extensive experience of similar projects helped
determine the technical configuration. The assignment
involves satisfying stringent local and international envi-
ronmental requirements. The AF team is responsible for
construction management of the project and for over-
seeing installation and building works, as well as super-
vision of mechanical engineering, power generation and
the facility for commercial and industrial distribution. AF
will also supervise the commissioning of the power plant.

“I'm extremely happy with our long-term cooperation
with AF. We've always been satisfied with their experi-
enced teams and their understanding of our local needs.
It means we can all focus on getting the project com-
pleted on time and in the way we want.”

EC P'ng, Technical Director, PT Cikarang Listrindo
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Successful focus
on project assignments

The Technology Division is a leading name in Sweden in industrial product
development and defence technology, and is also expanding considerably within
IT. A firm base and a long track record of success provide stability and give clients
peace of mind. The division also has a growing client base in the public sector and
strong offerings relating to sustainability within its specialist fields.

In 2014, the Technology Division oper-
ated in markets with varying conditions
depending on the industry and the loca-
tion. The strongest demand was from
the automotive, defence and telecom-
munications industries. AF’s strategy
of increasing its share of project assign-
ments has proved successful for the divi-
sion, and projects and project assign-
ments account for a growing proportion
of new assignments.

The division is a market leader in Swe-
ing systems and mobile command sys-
¢ tems. Embedded Systems is one of the

den and offers its clients advanced ser-
vices and solutions within four business
areas: Systems Management, Embed-
ded Systems, Product Engineering and
IT Solutions.

Clients engage the services of the
Technology Division for consulting
assignments, Professional Services, in
which AF employees provide expertise
at the clients’s organisation, and for a
growing proportion of project assign-
ments in which AF takes overall respon-
sibility for implementing the solutions
required by the client.

Clients within the manufacturing
industry account for most of the divi-
sion’s assignments, with the automo-
tive industry as the single largest sec-
tor. Defence and telecoms also make up
a significant share of the division’s busi-
ness. The public sector constitutes a
growing clientele.

Contribution to Group

SALES PROFIT

29% 24%

The Technology Division’s cutting-
edge expertise within IT is also some-
thing that is increasingly and very suc-
cessfully being linked to assignments
within AF’s entire client base. Assign-
ments can relate to product development
and product optimisation from a life
cycle perspective, development of cus-

! tomised business systems, management

of communication systems, IT and civil-

! ian security and maintenance technol-
ogy. Examples of the latter include warn- :
are increasingly reviewing which activi-
ties constitute their core operations and
i which areas can be outsourced to exter-
nal suppliers. This is a significant expla-
nation for the increasing proportion of
project assignments that make up our

¢ assignment portfolio.

division’s strengths, as well as being a
field that is generally growing in all types
of projects.

Generally speaking, all assignments
include a sustainability dimension, for
example reducing the use of materi-
als and energy consumption. The divi-
sion has an advantage in being able to get

¢ involved in the whole value chain, from
choice of material to packaging and distri-
! bution, for example by documenting the
material’s entire life cycle up to recycling.
. Growth comes via a greater number of
. projects requiring AF’s full range of skills '
© toresolve problems for the client. The
Technology Division mainly operates on
the Swedish market, but during the year
. it followed its client Scania to Brazil for
a product development assignment. In

. the future, the division sees potential in

Markets

using the Group’s international presence
to be able to assist Swedish clients with
their international operations.

Need for effective solutions in
uncertain economic climate
Although the division’s clients felt the
effects of an uncertain economic cli-

mate in 2014, they still need to keep up
. the pace in their product development.
. Investments in improving efficiency

are also vital. At the same time, clients

Public sector clients, an area where

¢ the division is continuing to grow, are
. less sensitive to economic fluctuations,
© but they also have a need for innovative

solutions and efficient processes where

AF can contribute industrial expertise.

New business opportunities with
combined skills

. AF experienced positive demand from
. the automotive industry during the
year, with an increased share of pro-

© ject assignments. AF is at the forefront
within the field of active safety, and

- works with Volvo Cars Corporation on

Key figures

2014 2013

Domestic market

Net sales, SEK m 2,6141 = 25226
Sweden Operating profit, SEK m 1913 190.4
Other markets Operating margin, % 7.3 7.5
Assignments carried out in Average number of FTEs 1,858 1,882

countries outside Sweden

The historical figures above are adjusted based on changes
to segment reporting, see Note 2.
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several projects aimed at preventing var-
ious types of accident scenarios (see
pages 34-35).

The division has also extended its
product development collaboration with
Scania, both in Sweden and Brazil. This
international venture is in line with AF’s
overall strategy and the result of a col-
laboration between the Technology and
International divisions.

As part of its efforts to be the best part-
ner to the automotive industry, Technol-
ogy created a shared skills cluster with the
various entities that supply the automo-
tive industry. Similar clusters have been
created within the field of Life Science.

A new business area, Systems Man-
agement, was established during the
year for defence and telecom assign-
ments. The aim is to generate more syn-
ergies and business opportunities via
shared clients and joint projects. Major
clients for this business area include the
Swedish Defence Materiel Administra-
tion (FMV) and TeliaSonera. Another
business area, IT Solutions, was also

established in 2014 and presented strong

growth and good profitability. The busi-
ness area is expanding, particularly in
the public sector, which now accounts
for about 30 percent of sales.

Several significant contracts
During the year, several significant con-
tracts were signed with the Swedish

Defence Materiel Administration (FMV).

In one of the company’s largest assign-
ments, AF is supporting FMV with the
development of documentation for the
operation of the Swedish camp at the
UN mission in Mali, and various config-
urations for management support sys-
tems. The division has also increased its
share of project business and collabora-
tion with Ericsson. A new agreement was
signed with GE Healthcare in Sweden
for engineering and IT consulting ser-
vices. The agreement is an extension of

the current contract. A framework agree-

ment was also entered into with GKN
Aerospace (formerly Volvo Aero). In
addition, the division has concluded sev-
eral framework agreements with pub-

lic sector clients, including the Swedish
Legal, Financial and Administrative Ser-
vices Agency and the City of Gothenburg.

AF ANNUAL REPORT 2014
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Fredrik Nylén,
President, Technology Division

How do you view the division’s challenges and achievements over
the past year?

Many clients have felt the effects of the cautious market situation in
2014. But product development and constant improvements in efficiency
are continual processes essential to companies that want to retain and
increase their competitive capability. We have a common goal, and that
is for our clients to be successful. That’s why it’s important to be able to
follow clients even when the economy fluctuates and work together to
come up with creative ways of strengthening their future competitive-
ness.

How do you expect things to develop in 2015 and beyond?

We will continue to focus on expanding our business with project assign-
ments. The aim is for them to constitute at least 50 percent of earnings.
Projects are important, which is why we're confident we can provide added
value for the client in this way. And AF will become less sensitive to eco-
nomic fluctuations. In less profitable times we are often the partner that is
entrusted to help our clients when other consulting firms are making cut-
backs. This is solid proof of AF's technical quality.

Following the merger with Epsilon, the division became a market leader
within product development and naturally that’s something we want to
build on. For example, we're extremely strong on embedded electronics,
which is much in demand within various product areas. One such areais
security, including within payment solutions, where we can draw on our
industrial background and the vast number of assignments we've carried
out for the defence and nuclear power industries.

O

DID YOU KNOW

Our 1900 consultants at the Technology Division know what the future
holds! Together with our clients we develop tomorrow’s products for the
society of the future.







VOLVO CARS

AF partners with
Volvo Cars

Volvo Cars’ vision is that by 2020, no one should be
killed or seriously injured in a new Volvo. The four-year
project Non-Hit Car and Truck, which was concluded in
December 2014, is a step towards achieving this ambi-
tion. AF has been a partner to Volvo cars during all
phases of the project.

The project’s main breakthrough is the next generation
of Sensor Fusion technology, with a 360-degree view
around the vehicle. The system, which constantly analy-
ses potential threats around the vehicle, can also assist
the driver with automatic braking and steering. The
360-degree view is supported by the manoeuvre genera-
tor, a new safety function that can identify collision-free
escape routes, whatever the traffic scenario.

AF has primarily contributed to developing a Sen-
sor Fusion platform, combining signals to create a view
around the vehicle that is as accurate as possible. This
information is used for various functions to avoid acci-
dents and minimise injuries.

By focusing on powerful, high-quality vehicle sensors,
the project has taken a giant leap in making this new
technology a reality within the near future. The technol -
ogy is in turn a prerequisite for the development of driv-
erless cars.

Why did you choose AF as a partner, and how did it go?
“AF has been one of our established service providers for
many years. AF has demonstrated considerable willing-
ness and initiative when it comes to innovative projects
like Non-Hit Car and Truck, and the company is keen to
take an active role in developing new technology. The
partnership has worked extremely well and AF has deliv-
ered an excellent result.”

What is it like working with consultants from AF?

“Our experience of working with AF has been positive.

AF is a forward -thinking company that sees opportuni-
ties and the consultants have skills that complement us.”

Anders Almevad,
Project Manager, Volvo Cars Corporation



SUSTAINABILITY REPORT

The helipad on New Karolinska hospital in Solna,
Sweden, where AF experts are involved in creating
a solution using renewable energy via an energy
centre for heating and cooling. The energy centre

is one of the solutions that will contribute towards
achieving the goal of cutting energy consumption
by half in the new hospital building, compared with
current hospital energy consumption. Find out more
about the project in the Green Advisor Report at
afconsult.com/sustainability

Illustration: White Tengbom Team
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Sustainability as
a business strategy

It is entirely possible for countries to
work together to reduce climate risks

and achieve high-quality and sustain-

able economic growth. This is the con-
clusion of the Global Commission on
the Economy and Climate in its final
report: The New Climate Economy -
Better Growth Better Climate.?)

The Commission’s conclusion is consist-
ent with AF’s ambition of strengthen-
ing clients’ sustainability performance in
every project. One example in 2014 was
AF’sinitiative to ensure a sustainable
electricity supply on the island of Mau-
ritius. The island has long been heavily
dependent on imported fuel and wanted
to expand its own supply of electric-

ity from wind and solar energy. Another
example is New Karolinska hospital in
Solna, Sweden, where AF has designed

a solution for energy, heating and cool-
ing that is at the forefront in terms of effi-
ciency, innovation and creativity.

AF reports its sustainability work
partly in accordance with the interna-
tional standard Global Reporting Initi-
ative (GRI) G4. This year’s report cov-
ers all operations in 2014, with 7,000
employees and assignments in some 90
different countries.

New target areas for AF’s sustainabil-
ity work were drawn up during the year,
and efforts have continued to improve
integration of our sustainability work
into operations.

Sustainability objectives 2015
Sustainability is part of AF’s business

AF’s value chain

DELIVERIES
WITHIN
PROJECTS

PLANNING

External

DELIVERIES
TO AF

Internal
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PROJECT DESIGN

MARKETING

strategy and an essential element of AF’s
overall operations. AF ensures that the
company’s profitability is based on main-
taining a balance between economic,
environmental and social interests.

Long-term profitability is secured by
AF being more proactive about pushing
developments towards a more sustain-
able society.

The following target areas follow on
from previous sustainability objectives
and will result in more detailed objectives
for 2015, replacing the previous ones:

1. Develop sustainable solutions
AF contributes to sustainable develop-
ment by offering the best sustainable

solutions. Each project adds value for AF,

the client and society.

2. Ensure responsible business
agreements

All projects and assignments will satisfy
the principles in AF’s Code of Conduct,
which is based on the principles of the
UN Global Compact. AF ensures respon-
sible business agreements through the
risk assessment process.

3. Guarantee an attractive workplace

AF’s employees are the most impor-
tant factor in the company’s success. We
attract outstanding, motivated employ-
ees. Teamwork is absolutely essential to
enable us to develop innovative and sus-
tainable cross-sector solutions.

AF’s value chain

AF’s value chain is described based on
the value that is created in assignments.
The value is generated by employees
and determined by their expertise. AF

PROJECT

IMPLEMENTATION OPTIMISATION

OTHER SERVICES

CORPORATE CONTROL

MAINTENANCE

BUSINESS DEVELOPMENT
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has the greatest sustainability impact in
assignments. When AF participates in
the early phase of projects, it allows the
company the greatest potential for exert-
ing its influence in relation to design,
implementation, choice of materials and
choice of suppliers.

Many of AF’s assignments comprise,
or are a part of larger projects, such as
energy, infrastructure or industry pro-
jects. AF is often on board at an early
stage and is able to influence areas that
can affect the project’s sustainability per-
formance. There are also projects where
the aim is to contribute to sustainable
development by making improvements
in energy efficiency, developing technol-
ogy for renewables or investigating and
proposing emission reductions. Other
services include investigations and anal-
yses that are not linked to projects, and
Professional Services, which involves
AF’s staff being temporarily placed
within the client’s organisation.

The value chain also includes deliver-
ies to AF’s offices, as well as travel and
materials for project implementation.
Within the framework of assignments,
AF has a varying degree of influence over
which material and which services are
procured for the assignment.

The most important stakeholders are
AF’s employees, clients, investors and
partners. But potential employees, cli-
ents and other stakeholders such as poli-
ticians, voluntary organisations, subcon-
tractors and end consumers also affect,
and are affected, by AF.

After assignment

CLIENT BENEFIT

USE OF
PRODUCT/SERVICE

DELIVERED OUTCOME

1The Global Commission on the Economy and Climate, advised by some of the world’s leading economists, sets out a global ten-point action
plan for governments and businesses to secure better growth in a low-carbon economy. The report was launched in September 2014.
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Governance
and responsibility

APs work generates sustainable
value and is part of AF’s business
model. With a constant focus on
sustainability work, AF endeavours
to create value for employees,
clients and society. AF’s sustain-
ability work is based on the ten
principles enshrined in the UN Global
Compact regarding humanrights,
working conditions, the environ-
ment and anti-corruption. AF’s core
values are based on great people
with drive, teamwork and indisput-
able independence, with the vision
of being the best partner for the
best clients.

VP Sustainability

on Group management

AF’s Vice President, Sustainability,
Nyamko Sabuni, is a member of Group
management and has overall strategic
responsibility for sustainability issues.
The Sustainability VP reports contin-
ually to AF’s Board, all the members of
which have relevant knowledge of sus-
tainability issues. A project manager was
recruited in 2014 to further strengthen
sustainability work at AF. The goal is for
sustainability work to be a core element
throughout the organisation, which is
why in 2014 each division elected its own
sustainability officer.

Existing employee functions (HR,
Finance and Legal) also have opera-
tive responsibility for various areas of
sustainability, such as anti-corruption,
human rights and diversity. These areas
are governed and followed up via AF’s
Group-wide management system and
processes.

Global Compact

AF has undertaken to follow the UN
Global Compact and its principles. AF
does not enter into business projects
where there is a risk of these principles
or AF’s Code of Conduct being breached.
Sustainability work is governed by AF’s
sustainability policy, operations pol-
icy, travel policy, equality policy, whis-
tle-blower policy and Code of Conduct.

i AF has enabled Mauritius to increase the proportion
i ofrenewable energy in its electricity supply. Find out :
more in the Green Advisor Report, afconsult.com/
i sustainability

. The Code of Conduct is a summary of the
rules and guidelines that form the basis

. of our operations. It defines how AF con-
¢ ducts its business relations with cli-
ents, business partners, employees and
other stakeholders. The code extends to

¢ all employees and the Group’s Board of
Directors. AF has a Group-wide manage-
ment system that includes quality, envi-

¢ ronmental and working environment
processes, and the company monitors
employees’ compliance with the Code of
© Conduct. A new Health & Safety policy
was also drawn up during the year, with
the aim of certifying the system glob-

¢ allyin accordance with OHSAS 18001 in

2015. AF has established an anti-corrup-
tion framework, in which anti-corrup-
tion work is included as part of the sus-
tainability policy. Employees have access

: to a whistle-blower function. The e-mail
. address whistleblowing@afconsult.com
. isused to report suspected incidents that

constitute a danger to life, health and the
environment, as well as corruption. No
cases were reported in 2014.

In 2015, improved risk tools will be
developed to further ensure that AF

. does not enter into business projects
. that breach guidelines. In addition to

the general run-through of AF’s anti-
corruption framework that all employ-

i ees receive, AF consultants who work on
. assignments where there is a clear risk
¢ of corruption will undergo specific anti-

corruption training before the project
begins.

Implementation through
communication
AF’s strategy and ambition for its sus-

. tainability work requires understand-
¢ ing and awareness of sustainability

issues across the whole organisation.
The Code of Conduct is therefore com-
municated to all new employees. Sus-
tainability training was updated dur-
ing the year and all employees will have

¢ undergone the training by the end of Q1

¢ 2015. Implementation of sustainability
work involves several communication

¢ and training initiatives at various levels.
Sustainability training and dialogue with
the Sustainability VP is part of the com-

¢ pulsory induction day for new employ-
ees, as well as compulsory leadership
training. Issues relating to human rights,
i diversity and equality are also part of
EVEN ODDS’s Talent Management Pro-
gramme. In 2014, 28 managers com-
pleted anti-corruption training.

Focus areas for long-term

. profitability

By creating profitable, innovative and
sustainable solutions for our clients, AF is
contributing to a sustainable society.

AF’s business concept is based on the
ability of its employees to develop smart,
sustainable solutions across a range of
technologies. Solutions that involve effi-
cient use of energy and resources, where

. the needs of society are in harmony with
© what nature and the planet are able to

regenerate. This work is based on the
precautionary principle, which guaran-
tees effective environmental and health
protection. AF ensures long-term profit-
ability by working responsibly and pro-
actively in three areas:

¢ o Sustainable solutions
i e Responsible assignments

e Attractive workplace

AF ANNUAL REPORT 2014
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Focus areas for
long-term profitability

SUSTAINABLE
SOLUTIONS

AF’s operations affect the devel-
opment of a more sustainable soci-
ety. Assignments span over a broad
area, with a focus on energy, infra-
structure investments and product
and process development. AF pro-
poses new technology that contrib-
utes to the efficient use of resources
and reduced environmental impact,
or environmental improvements.

Energy projects show the way
forward

The European energy market is currently
experiencing major structural changes.
Making more efficient use of energy

can bring about huge gains. Increasing
requirements for a reduced carbon foot-

RESPONSIBLE
ASSIGNMENTS

AF mainly carries out assignments
in the Nordic region, but also in 90
other countries across the globe. To
manage any potential risks, a sys-
tematic risk assessment is con-
ducted in conjunction with the ten-
dering process and agreement. AF
works systematically to ensure that
assignments satisfy the require-
ments stipulated in the UN Global
Compact guidelines.

Sustainability risks in AF’s assign-
ments vary considerably between dif-
ferent business areas, projects and mar-
kets. AF has developed tools and meth-
ods to ensure compliance with AF’s sus-
tainability policy and Code of Conduct
throughout the company. The frame-
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print led to new solutions within renewa-
bles. AF is involved in projects that cover
all forms of energy. In 2014, this type of
project made up a significant share of
AF’s business. In this way AF has contrib-
uted to reducing climate impact by lower-
ing carbon dioxide emissions.

Smart communications

The strong trend of urbanisation today is
resulting in demand for smart commu-
nications, such as intelligent traffic solu-
tions and driverless vehicles. AF is lead-
ing developments towards a sustainable
society via expert knowledge and inno-
vative solutions. AF provides society
with intelligent solutions, covering eve-
rything from road and rail planning and
smart buildings, to sound and acoustics.

Product development for daily life
Product development is currently driven
by stringent demands in terms of sus-

work for anti-corruption is integrated
into the risk management process. AF
operates a zero tolerance policy regard-
ing all forms of corruption, extortion and
bribery. Internal audits of processes,
projects and physical locations are also
conducted within the remit of the busi-
ness management system.

AF places considerable emphasis on
fulfilling the sustainability aspects in all
assignments. One essential condition for
this is transparency. Lack of transpar-
ency and difficulties in ensuring the sus-
tainability aspects was one of the rea-
sons behind the decision to divest parts of
business operations in Russia in 2014.

Assignments risk assessed

Arisk assessment is carried out at the
tendering stage of the assignment, based
on sustainability criteria. The assess-
ment includes a checklist of questions
relating to the principles of the UN
Global Compact. The purpose is to iden-
tify high-risk assignments at an early

SUSTAINABILITY REPORT

tainability. Efficient use of resources and
renewable materials are obvious require-
ments. Expertise within sustainability

is a competitive advantage. During the
course of the assignments in which they
are involved, AF’s consultants develop
ahost of applications and products that
are used daily. Everything from dish-
washers, packaging and smart vehicles,
to telecom solutions. AF aims to con-
tribute to the advancement of a circular
approach to product development.

Collaboration produces sustainable
results

When AF combines its broad knowledge
from various fields, it can offer sustain-
able, comprehensive solutions. You can
read more about this in the Green Advi-
sor Report, which can be downloaded at
afconsult.com/sustainability.

stage and, if necessary, carry out a more
in-depth analysis.

In the event of a more in-depth risk
analysis, AF compiles data and informa-
tion on the project from various sources,
including government agencies, media,
working documents and websites. The
analysis aims to identify possible risks
and offer recommendations on how to
avoid them. AF’s Sustainability VP then
decides, in consultation with divisional
and project managers, whether or not
AF should proceed with the tendering
process, and whether action needs to be
taken to reduce the risks. At all times, AF
aims to be able to influence and contrib-
ute to responsible and sustainable devel-
opment via its assignments.

Risk assessments conducted in 2014
resulted in seven in-depth risk analyses.
Over the next year AF will further system-
ise procedures and risk tools. There will
also be a greater focus on communication
and training within anti-corruption.
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ATTRACTIVE
WORKPLACE

Itis crucial for AF to be able to
attract new, talented employ-

ees while helping existing employ-
ees to develop professionally. Satis-
fied, committed employees are AF’s
recipe for success.

In 2014, AF was named second most
attractive employer by young professional
engineers in the engineering category,
and achieved tenth place in an equiva-
lent survey among students. AF fulfils its
ambition of contributing towards a more
sustainable society through its employ-
ees. Employees’ skills, both now and in
the future, determine whether AF will
succeed in establishing long-term profit-
ability, in which economic, environmen-
tal and social issues are in harmony and

EVEN ODDS attracts more women

cess, which aims to increase the propor-
tion of women working at the company.
The target is for at least 30 percent of all
positions at the company to be held by
women by 2020.

Of AF’s total number of employees
in 2014, 22.3 percent were women. The
proportion of female employees has
risen in many parts of AF, but the per-
centage declined in the International
Division with the sale of the Russian
business. This resulted in a fall in the
total percentage of female employees at
AFin2014.

Several activities were pursued in
2014 to help achieve the target of 30
percent. One example was the women-
only recruitment campaign in Septem-
ber. A total of 55 women were recruited,
compared with 17 in September 2013.

A management programme for women
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contribute to sustainable social develop-
ment. To appeal to the most talented pro-
spective employees, AF needs to offer an
attractive workplace.

Investments in future skills

Statistics Sweden is warning that Swe-
den will suffer from a shortage of roughly
50,000 engineers by the year 2030. To
encourage interest among young people
in the engineering profession, AF took
part in Teknikspranget in 2014, which
involves companies offering young peo-
ple qualified to enrol in an engineering
programme the opportunity to take on

a four-month internship. The purpose
of the internship is to give an insight
into the profession and inspire people

to study engineering at university. AF
will continue to participate in the project
in 2015. The programme is run by the
Royal Swedish Academy of Engineering
Sciences, IVA, on behalf of the Swedish
National Agency for Education, and will
continue until 2016.

was trialled via the EVEN ODDS gen-
EVEN ODDS is AF’s gender equality pro- :

der equality process. The aim of the pro-

gramme is to identify potential female
. managers at AF.

The purpose of EVEN ODDS is to

provide conditions for improved gen-
der equality at the company, to encour-

. age more women to make AF their first
choice. It was therefore pleasing to see
that the percentage of female candidates
applying to AF increased by 23 percent

i during the year.

Travel survey leads to pilot

. project in Solna, Sweden

. Atravel habits survey was conducted in
spring 2014 at AF's Group Head Office

© in Solna. The aim was to find out about
employees’ business travel and com-
muting habits. An estimate of the cli-

© mate impact of this travel revealed that
. business travel accounted for 73 per-

. cent and commuting for 27 percent for

In 2014, a number of female AF employ-
ees acted as mentors to female students
at KTH Royal Institute of Technology in
Stockholm, who in turn became men-
tors to female upper secondary school
students. The initiative, PEPP, was
launched by a KTH student and is run
jointly with companies, including AF.
The aim is to support and inspire young
women to take the step of pursuing a
career in engineering. The mentor pro-
gramme is part of AF’s gender equality
process, EVEN ODDS.

Continual efforts are under way to
build on the skills of existing employees
via AF Academy, and there is a greater
focus on leadership in combination with
specialist training. AF Career Model was
also implemented during the year. The
aim of the model is to develop and retain
AF's skilled employees and give them
greater opportunities to take responsi-
bility for their own professional devel-
opment. More information about AF
Career Model can be found on page 8.

employees in Solna. National business
. travel accounted for the largest portion
: of emissions.

AF’s ambition is to cut carbon dioxide

: emissions produced by business travel. A
. number of measures will be launched at
the Solna office in 2015 following the sur-
© vey, as a pilot project for the whole com-
pany. Improved communication, featur-
ing tips on changing behaviour, will be a
key element. It is already possible to hold
: video conferences, use loan bicycles and

. access Sunfleet’s car pool. In 2015, it will
also be possible to loan travel cards for

© shorter business trips. And a screen will
be set up in reception providing details
of public transport departures. The pro-

: ject will be evaluated to learn from the
experience before rolling it out to other
AF offices, where appropriate.

AF ANNUAL REPORT 2014
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What is the most exciting
aspect of your job?

“l work with business development within information manage-
ment. Assured Security is about developing and ensuring infor-
mation management, for example payment card information.
The great thing about my job is the combination of technol-
ogy and people. It's often about changes in people’s behaviour,
reaching an understanding about the significance of the infor-
mation and supporting it with technical solutions.”

Katarina Sunnegdrdh,
Information and IT security consultant,
Technology Division

What is the biggest challenge
in your job?

“There’s a long tradition of audit and construction inspections
at AF. This both improves our performance and gives us pride in
our work. My main task is to assess the performance and state
of electrical installations, and during construction inspections to
check that the contract has been fulfilled. This involves a strong
legal element. The biggest challenge is providing expert opinions
for lawyers in my capacity as technical expert, developing the
pedagogical aspect so the lawyer can stand up in court and win.
It's stimulating and challenging.”

Stanley Berglund,
Inspection Engineer, Industry Division

Awards during the year

AF received four awards during the year;
+ Sports Sponsor of the Year 2014, from the
magazine Sport & Affdrer

« Second most attractive employer of the year,
Universum |Ideal Employer ranking, young
professionals, in the engineering category

» Tenth place, most attractive employer.
Universum Ideal Employer ranking, engineering
students, in the engineering category

« CEO of the Year, category Large Companies
Motivation.se, Executive People

AF ANNUAL REPORT 2014
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Sustainability audit

Oekom Research has awarded AF a C+
for its sustainability work, which is a
very high rating that only 10 percent of
the 56 ranked companies in the industry
have managed to achieve. AF’s sustain-
ability work has also been audited and
approved by Ecovadis and Akilles.

Materiality analysis

A materiality analysis was carried out
before the sustainability report was pro-
duced. The stakeholder groups that
were considered the most important
and therefore included in the analysis
were employees, clients, investors and
partners. Stakeholders were chosen via
an internal stakeholder analysis based
on who affects AF or is affected by AF’s
operations.

Every year, selected clients carry out
client surveys, which examine matters
such as quality and sustainability issues.
Environmental responsibility, profes-
sional development and working envi-
ronment were areas that appeared high
on the agenda with clients. These areas
also emerged among the requirements

About the report
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. placed by clients on AF when procuring
¢ services.

AF’s employees have been involved
in the analysis via both workshops and

i questionnaires. People in the network of
¢ partners have also responded to ques-

tionnaires. These questionnaires reveal
that long-term profitability, anti-cor-

. ruption, working conditions and skills

i development are issues that employ-

. ees feel are important for AF. Succession
planning and development of AF’s ser-

! vices were also given high priority. :
In the dialogue with some of AF’s larg-
est shareholders, risk assessments, anti-
. corruption and project impact were
rated highly, along with professional
development for employees.

The results of the materiality analy-
sis led to a selection of issues that have

been put together in the focus areas also
¢ described on pages 39—40. The aspects

are: skills development, equality and
diversity, working conditions, anti-cor-

¢ ruption, human rights, strategic sustain-
. able development and impact on society.

All aspects are relevant for the whole of

. AF’s operations.

The report relates to the 2014 financial year. It is published annually; the
most recent report was produced for 2013 and published in spring 2014. The
report is set out partly in accordance with GRI G4; the GRI index can be found
at www.afconsult.com/GRI2014index. The report is not reviewed by a third

party.

The reporting principles in accordance with GRI G4 have been used to
define the content of the report. No changes have been made to the principles
for calculations and measurements, and there have been no major changes to

limitations.

Questions regarding the sustainability report should be directed to:
Nyamko Sabuni, Vice President, Sustainability, tel: +46 10 505 00 00.

Advisor
Report 2014

Find out more about our sustainability
projects in the 2014 Green Advisor Report.

www.afconsult.com/sustainability

AF ANNUAL REPORT 2014
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Sustainability data

Follow-up of sustainability objectives

In 2009, AF established a number of sustainability objectives
up until 2015. The objectives were to cut CO2 emissions per
employee by half, to offer clients alternatives for a more sus-
tainable solution and to be the technical consultant that clients
consider can best solve the challenges of the future.

Total CO2 emissions per employee have fallen by 10 per-
cent over the past two years. Emissions from energy consump-
tion have declined the most, owing to several offices moving
to more energy-efficient premises. In 2014, AF combined its
Swedish electricity supply under a single agreement. The move
cut Swedish CO2 emissions linked to electricity consumption
by half. However, emissions per employee from travel have
seen a slight increase as a result of AF’s expansion into new
countries during the period. Total CO2 emissions per employee
have risen by 1 percent since 2009.

Offering clients sustainable solutions is an area that has
strengthened in 2014 and will gain significance in 2015. This
has been defined under the new target area “Develop sustain-
able solutions”, find out more on page 39. Most client surveys
have clearly highlighted AF’s solid reputation in the field of
sustainability.

Skills development

Number of hours of training per aver-

age FTE, total 2014 2013 2012
Hours of training 219,745 232,084 161,317
Average number of FTEs 6,887 6,666 4808
Number of hours of training/

employee 32 35 34
Equality and diversity

Distribution 2014* % Men Women Age <30 Age 30-50 Age >50
Board of Directors 66.7 8818} (0] 250 75.0
Group management 69.2 30.8 (0] 615 385
Managers 85.5 145 0.7 68.1 312
Consultants 79.8 20.2 216 57.2 212
Admin staff 185 815 8.4 56.6 35
Total 77.7 223 18.8 58.3 229

"All permanent employees and employees on probationary periods.

AF employs just over 50 nationalities, speaking 36 different languages.

Equality by division

2014 2013

Percentage women, % Managers Consultants Managers Consultants

Industry Division 9.9 138 6.7 129
Infrastructure Division 135 259 123 2545
International Division 8.7 198 255 30.6

Technology Division 230 210 2113 19.0

Profitability
Direct economic value generated, SEK m 2014 2013 2012
Net sales 8,805 8,337 5,796

Operating costs, incl. depreciation/

amortisation -3,253 -3,201 -2,070
Employees’ salaries and benefits -3,932 -3,622 -2,682
Income tax and employer’s contri-

butions -1,066 -988 -691
Economic value retained 553 525 353
Climate

Emissions per employee,

kg COzeqv per employee 2014 2013 2012 2011 2010 2009
Energy 221 305 408 415 ELI 283
Travel 1,201 1,087 1,165 1,297 1182 1,125
Total emissions 1,423 1,393 1,573 1,712 1,495 1,408

The calculations relate to the climate impact of business travel
and energy consumption for all AF employees. Energy emis-
sions include purchased electricity, heating and cooling for
offices. Business travel includes journeys by car and air.
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In 2014, AF carried out an analysis
of the company’s most important
stakeholders and their priority
issues. What conclusions have you
drawn from it?

“It means we now have a basis for tak-
ing our sustainability work to the next
level. Sustainability is embedded in our
brand and in almost everything we do.
Itisin the very nature of an engineering
company to create innovative, improved
and more sustainable solutions to meet
the needs of clients and society. It isn’t
always easy to see and understand the
bigger picture of what it is we as a com-
pany actually create and contribute.
That’s why we need to be better at com-
municating our achievements and rais-
ing awareness of what sustainability
actually entails.

“When the concept of sustainability
was first coined, it mainly covered issues
relating to the environment and char-
ity. But sustainability is so much more
than that, and complex, which is often
also the case with the projects we carry
out for our clients. We bring all manner
of technical skills to the projects, which
result in safer roads, improved public

44

Sustainability is embedded in our
brand and in almost everything
we do. It is in the very nature of an
engineering company to create
innovative, improved and more
sustainable solutions to meet the
needs of clients and society.

Nyamko Sabuni

Vice President, Sustainability

¢ transport, more eco-friendly lighting,
i energy-efficient processes and economic
: use of resources and materials.

“Clients rely on us being able to make

efficiency improvements and cut costs,

© but also our ability to provide expertise,
innovation and development. And for our
part, we learn a great deal from clients’

i own sustainability targets. We constantly
. strive to communicate the overall picture
of sustainability as a goal that generates
value, both for them and for us.”

Are there other areas you want to

. work with more in the future, based
on the stakeholder analysis?

“Yes, with an area that affects our inves-

! tors. There are risks associated with

. the fact that we have consulting opera-
tions in 90 countries, many of which are
emerging economies. We are continually
¢ working to calculate and minimise these
risks. We must therefore have stable sys-
tems and tools in place, so we can be sat-
. isfied that regulations are being followed
and that everyone involved knows how

© to meet international standards and con-
. ventions. Many investors have AF in
¢ their sustainability portfolios and we

. must do our utmost to continue to live
. up to their expectations.”

Tell us more about AF’s external
activities during the year within the
| area of sustainability.

“We have a high level of ambition with

i regard to equality and diversity. The
women-only recruitment campaign in

. September was a huge success.

“And in November we also organised

© the space seminar “Space for Sustainabil-
ity”, with contributions from NASA and
ESA. Thelesson we took from this is that

¢ collaboration in space can serve as amodel
.~ for Earth, for example with research that
promotes a minimalist lifestyle.

“The seminar AF Green Day was also a

. big success and the dialogue on opportu-
. nities to be found in crises was extremely
stimulating. Instead of being paralysed

. by the fear of doing something wrong, we
. want to improve our focus and our skills,
. tobe even better at handling the diffi-

© cult situations we encounter when mak-
ing business decisions. We need to make

mistakes sometimes in our attempts to

getitright.”

AF ANNUAL REPORT 2014




45 SUSTAINABILITY REPORT

Campaign attracted
more women to AF

In September 2014, AF in Sweden signed new employ-
ment contracts exclusively with women. The campaign
took place under the remit of AF’'s equality process, EVEN
ODDS, which aims to increase the percentage of women
working at AF.

It was a huge success and the number of women who
signed employment contracts with AF tripled in Septem-
ber 2014, compared with September 2013. The campaign
also clearly helped raise AF’s profile among women. Com-
pared with 2013, 23 percent more women applied for jobs
at AF in 2014. In September 2014 alone, AF received 46
percent more applications from women than in the same
period the previous year.

The campaign to only recruit women in September was
inspired by AF’s ambition to raise awareness of gender
equality, thereby demonstrating AF’s serious approach to
the issue. Since one of AF’s objectives is to double sales
and earnings by 2020, the company must continue to
attract the best people, both men and women. AF also

N . ] . ) has a human resources objective of at least 30 percent of
In September, AF was visited by Sweden’s then Minister for Gender Equality,

Maria Arnholm, who gave an inspirational talk. September was AF’s the company's employees and managers being women by
women-only recruitment month. 2020

AF Green Day discussed crisis
as a force for change

AF Green Day has become an important forum for
discussion and networking for anyone interested in sus-
tainable business development. The event was organised
for the third year in a row in 2014, on the theme “Crisis as
a force for change”. The theme for the day was chosen
to demonstrate the link between risks and opportunities,
and to examine how companies that have experienced
maijor crises or high-risk situations could have acted to
produce a positive outcome that would have also helped
strengthen their business. The link is particularly
relevant as a driving force for the rapid developments
happening in the field of sustainability. AF Green Day
aims to encourage discussion and transparency to
improve overall expertise within sustainability.

Several well-known personalities participated in the
programme, including Anitra Steen, Chairwoman of
Svenska Spel, Johan Kuylenstierna, CEO of the Stock-
holm Environment Institute, Maria Wetterstrand,
debater, Maud Olofsson, AF Board member, Nadine
Viel Lamare, Senior ESG Analyst First AP Fund, Peter
Wagstrém, President and CEO of NCC, and Sarah
McPhee, CEO of SPP.

AF ANNUAL REPORT 2014
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AF AB (publ)
Corporate identity number 556120-6474

The Board of Directors and the CEO of AF AB (publ) herewith submit their
annual report for the year 2014. AF AB is the parent of the Group. The regis-
tered office is in Stockholm.

Net sales and earnings

Net sales amounted to SEK 8,805 million (8,337). Of the 5.6 percent
increase, 2.8 percentage points represented organic growth. Adjusting for
the disposal of the Russian company, ZAO Lonas Technologia, during the
period, growth was 8.4 percent.

Consolidated net profit rose to SEK 756 million (722) during the year.
The operating margin was 8.6 percent (8.7). All shares in the Russian sub-
sidiary, ZAO Lonas Technologia, were divested in the third quarter. The
holding amounted to 75 percent. The sale resulted in a capital gain of SEK
18 million. The transaction also resulted in a negative translation difference
of SEK —32 million, which was previously recognised in equity, but is now
recognised in profit or loss. During the year, an adjustment was made to the
estimated size of future contingent considerations. This adjustment
resulted in a positive effect on earnings of SEK 23 million. The sum of these
items was SEK 9 million. Non-recurring items amounted to SEK —2 million
net in 2013. Adjusted for the above items, operating profit totalled SEK 747
million (724) and the operating margin was 8.5 percent (8.7). There was
one less working day in the period compared with the previous year. Capac-
ity utilisation was 76.1 percent (75.1). Profit after financial items was SEK
720 million (677). Profit after tax totalled SEK 553 million (526). Earnings
per share were SEK 7.16 (6.70).

Divisions
Operations are divided into four divisions. Activities are conducted in legal

corporate entities in the respective countries.

Industry Division

2014 2013*
Net sales, SEK m 2,6533 23535
Operating profit, SEK m 267.6 241.6
Operating margin, % 10.1 103
Average number of FTEs 2,034 1,857

The Industry Division is the Nordic region’s leading consultant in process
and production systems, and continues to show strong growth and good
profitability, even though demand weakened slightly towards the end of the
year. Growth during the year amounted to 12.7 percent, of which 6.2 per-
centage points was organic. More than 300 new consultants were recruited
during the full year as a consequence of a strategic focus on organic growth.
The division’s project portfolio increased overall, which is in line with the
strategy of becoming more and more of a partner to our clients. The total
value of orders in fixed-price projects for the Industry Division exceeded
SEK1.2 billion at the end of the period. The Industry Division received
orders for several major projects covering a wide range of industries. In the
automotive industry, for example, the divsion won an order for a production
line for automated vehicle body production.

Infrastructure Division

2014 2013*
Net sales, SEK m 2,7300 24064
Operating profit, SEK m 296.6 295.7
Operating margin, % 109 12.3
Average number of FTEs 1,930 1,720

The Infrastructure Division enjoys a leading position in the Scandinavian
market for technical solutions for infrastructure projects. The division’s

*The amounts for 2013 are adjusted based on changes to segment reporting, see Note 2.
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strengths include a portfolio of services that offer clients sustainable, hi-tech
solutions. Thanks to its ability to develop innovative solutions that boost cli-
ent profitability and target fulfilment, the division is continuously enhanc-
ing its market potential. The division continued to grow in a strong market.
Growth was 13.4 percent, of which 7.0 percentage points was organic. Over
the entire year, more than 300 new consultants were recruited to Infrastruc-
ture. The East Link and West Link railway links are examples of major pro-
jects won thanks to AF’s years of experience in conducting large infrastruc-
ture projects. In the Buildings business area, the level of activity remained
good, with AF’s installation experts involved in most major hospital projects
in Sweden.

International Division

2014 2013*
Net sales, SEK m 10381 12249
Operating profit, SEK m 542 735
Operating margin, % 52 6.0
Average number of FTEs Q6L 1,123

The International Division offers engineering and consulting services in
the energy and infrastructure sectors. The division’s domestic markets are
Switzerland, Finland and the Baltic countries, the Czech Republic and
Spain, but it also performs projects in around 80 countries worldwide. The
market for energy projects in the International Division’s domestic markets
in Europe remained relatively weak, even though it is estimated that demand
has bottomed out. The situation in Europe was compensated for in part by
healthy order levels in South-East Asia, the Middle East and Latin America.
For example, demand is increasing, albeit from a low level, in the nuclear
power area. Looking at the division’s various areas of expertise, demand
continued to be strongest within hydropower along with transmission and
distribution. Net sales amounted to SEK 1,038 million (1,225). The reduc-
tion reflects the divestment of the Russian company, ZAO Lonas Technolo-
gia. Adjusted for the divestment, sales grew by 3 percent. The division’s
operating profit was SEK 54.2 million (73.5). The Spanish operation was
restructured during the year, which has led to a charge against the profit for
the year of SEK 7 million. A new pension plan was introduced in AF in Swit-
zerland last year, which meant the reversal of approximately SEK 10 million
from previous years’ pension costs.

Technology Division

2014 2013*
Net sales, SEK m 2,6141 25226
Operating profit, SEK m 191.3 190.4
Operating margin, % 7.3 7.5
Average number of FTEs 1,858 1,882

The Technology Division is active mainly in Sweden, where it is a leading
name in product development and defence technology. The Division’s posi-
tion in IT has been strengthened during the year. Growth was 3.7 percent,
and was entirely organic. The strongest demand was from the telecom,
automotive and defence industries as well as the public sector. The Tech-
nology Division continued to position itself in the automotive industry with
additional projects and undertakings.

Acquisitions and divestments
Nine businesses have been acquired since the beginning of the year, and
they are expected to contribute sales of SEK 248 million over the full year.
These businesses also added 219 employees and an additional 45 sub-
consultants to AF’s roster. The acquisitions have taken place in Sweden,
Norway and Switzerland, with the majority relating to businesses in Swe-
den. The total consideration for these amounted to SEK 154 million includ-
ing estimated contingent consideration.

All shares in subsidiary ZAO Lonas Technologia in Russia were divested
in the third quarter. The holding amounted to 75 percent. The sale resulted
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in a capital gain of SEK 18 million. The transaction also means that negative
translation differences of SEK 32 million, previously recognised in the
translation reserve in equity, are charged to profit or loss. In segment
reporting, the total result from the transactions is recognised as a Group-
wide expense and is not charged to the International Division’s profit or
loss.

Cash flow and financial position

Cash flow from operating activities was SEK 601 million (425). The
improvement is due primarily to a reduction in working capital. Company
acquisitions and contingent considerations paid totalled SEK 158 million
(142). Not taking into account acquisitions of business operations, gross
investment in property, plant and equipment and intangible assets during
the year totalled SEK 102 million (63). The dividend paid to shareholders
amounted to SEK 254 million (217), share repurchases and sales to SEK
—47 million (-81), and the net of loans raised and loan repayment to SEK
—66 million (—231). Total cash flow was SEK —5 million (—303).

During the year, AF refinanced its loan portfolio by signing a new revolv-
ing credit facility of SEK 1,000 million, for a term of three years with an
option for an additional two years and a new bank overdraft facility of SEK
500 million. Consolidated net debt totalled SEK 870 million (853) at the
end of the year. The Group had unutilised credit facilities amounting to SEK
742 million (789) at the end of the year, and cash and cash equivalents at
the end of the period totalled SEK 178 million (188). The total of unutilised
credit facilities and cash and cash equivalents is, therefore, SEK 920 million
977).

Equity at the end of the year was SEK 3,955 million (3,674), equivalent to
equity per share of SEK 51.17 (47.33). The equity ratio was 54.1 percent
(51.9).

Parent

Parent operating income for the full year totalled SEK 520 million (458)
and relates chiefly to internal services within the Group. Profit/loss after
financial items was SEK 532 million (—85). Dividends from Group compa-
nies totalled SEK 600 million (156). Cash and cash equivalents totalled SEK
27 million (29). Gross investment in non-current assets was SEK 54 million
(34).

The environment and sustainability

Together with its stakeholders and society in general, AF has an important
duty to work towards more sustainable development. In many instances,
AF is tasked with introducing new and better technology, implementing
rationalisation measures and reducing emissions. It also analyses and helps
government authorities and other governing bodies to understand the chal-
lenges that we are all facing. With over a century of experience, AF has its
sights firmly set on making a positive contribution to long-term sustainable
development. AF has no licensable operations. For AF’s Sustainability
Report, please see pages 37—45 of the annual report.
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Human resources
The average number of full-time equivalents was 6,887 (6,666). The total
number of employees at the end of the period was 7,117 (7,043): 5,680
(5,428) in Sweden and 1,437 (1,615) outside Sweden. AF adopts an active,
long-term perspective to HR work in order to attract and retain skilled
employees. This approach involves marketing AF as an employer exter-
nally, while also providing clear information about the various career paths
and opportunities for development available at AF, and offering all employ-
ees the kind of work that develops them as individuals. AF improved its
market standing during 2014, particularly in Infrastructure. AF also main-
tained a strong appeal as a potential employer. In Universum’s annual
Career Barometer survey of young practising engineers (with 3,694 partici-
pating), AF came second overall among Swedish companies in the “Ideal
Employer” rankings in the engineering category. AF devotes considerable
effort to Employer Branding activities to market itself as an attractive
employer among potential co-workers and to bolster the company’s image.
During the year a number of outreach activities were conducted at universi-
ties and colleges. AF also works to achieve a good gender balance within the
company. In 2014, AF worked closely with a number of student associations
and networks to inspire and attract more women to take up engineering.
Whenever a managerial post becomes vacant, at least one woman must
be selected for the short list. The proportion of female employees has risen
in many parts of AF, but the percentage declined in the International Divi-
sion with the sale of the Russian business. This resulted in a fall in the total
percentage of female employees at AF in 2014. At the end of the reporting
period, women constituted 20 (21) percent of the total number of consult-
ants in the company. In 2014, the Group launched the new AF Career
Model, which was implemented in all AF’s operations in Sweden, Norway,
Denmark, Finland, the Czech Republic, Switzerland and Spain. The model
clarifies the development opportunities for staff and showcases talent
within AF. The model also aims to attract new members of staff by showing
the development opportunities available within the company. AF has col-
lective agreements with Sveriges Ingenjorer [the Swedish Association of
Graduate Engineers] and Unionen, Sweden’s largest private-sector trade
union. For further details about AF’s work with human resources, please
see pages 8—11 in the annual report.

The share
AF’s Class B shares have been quoted on the Nasdaq OMX Exchange in
Stockholm since January 1986. Prior to that, AF (formerly Angpanne-
foreningen) traded as a cooperative association from 1895 until 1980 and as
ajoint-stock company from 1981. AF’s B shares are traded in Stockholm on
the Nasdaq OMX exchange’s Mid Cap list under the ‘AF B’ symbol. At the
end of the year, the combined market capitalisation of the company’s out-
standing shares, including Class A shares, was SEK 9,734 million (8,703).
AF shares traded at SEK 126 at the end of 2014, a rise of 12 percent in
value in 2014. During the same period, the OMX SPI index rose by 12 per-
cent. The total number of AF shares on 31 December 2014 amounted to
78,204,970, of which 3,217,752 were Class A shares and 74,987,218 were
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Class B shares. Of these, 953,094 are held by the company. The ten largest
shareholders in AF are listed on page 101 of the annual report. The single
largest shareholder is the AForsk Foundation, which holds 3,205,752 Class
A shares and 7,665,152 Class B shares, corresponding to 37.1 percent of the
voting rights and 13.9 percent of the equity. There are no limitations, either
in law or in the company’s articles of association, relating to the transfer of
shares.

The 2014 Annual General Meeting voted in favour of the Board’s pro-
posal for a 2:1 share split. 430,000 shares have been repurchased in respect
of the performance-related share programme under the authority granted
by a resolution of the AGM.

Long-term incentive programme

The Annual General Meeting held on 5 May approved a motion on a perfor-
mance-related share programme for key employees of the AF Group. The
programmes involve a maximum of 0.5 percent of the number of issued
shares and 0.4 percent of the voting rights. The performance-related share
programme, specifically directed at 160 key management personnel both
inside and outside Sweden, provides the opportunity to reserve an amount
equivalent to a maximum of 5 percent of the individual’s gross salary for the
purchase of AF shares on the Nasdaq OMX Exchange in Stockholm over a
12-month period from the date of implementation of the programme. On
expiry of the application period, 125 key management personnel had
expressed an interest in purchasing approximately 50,000 shares for the
entire 2014 programme. In the event that the pre-set performance targets
are achieved in full in the period between 2014 and 2017, some 250,000
shares will be transferred to these employees free of consideration through
matching. This could lead to dilution of a maximum 0.5 percent of earnings
per share. Approximately 2,300,000 shares were covered by all ongoing
share and convertible programmes as at 31 December 2014, corresponding
to about 2.9 percent of the number of shares issued and 2.1 percent of the
voting rights.
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Guidelines for the remuneration of Group management

The guidelines adopted for 2014 by the AGM are set out in note 6. The
Board of Directors proposes that the 2015 AGM resolves that the policies
for the Group management’s remuneration and other conditions of
employment for the Group management for 2015 shall be in line with the
policies that applied in 2014.

Corporate Governance
AF prepares its Corporate Governance report as a separate document from
the statutory annual report. Please see pages 91-95.

Dividend
The Board of Directors proposes a dividend for 2014 of SEK 3.50 per share
(3.25).

Expectations for 2015

The overall outlook for 2015 is cautiously optimistic. The market for Infra-
structure is expected to remain strong. The market outlook for energy invest-
ments in Sweden has deteriorated, while it remains unchanged in the rest of
the world. The outlook for the industrial market remains difficult to assess.

Proposed appropriation

Non-restricted profits of SEK 3,560,320,944 are at the disposal of the
Annual General Meeting. The Board of Directors and CEO propose that
these profits be appropriated as follows:

A dividend of SEK 3.50 per share paid to the

shareholders 270,381,566
To be carried forward 3,289,939,378
Total 3,560,320,944

The Board’s explanation of the proposed appropriation of profits will be
posted on the company’s website, www.afconsult.com. It is also available
from the company on request.
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Risks and risk management

AF’s risk management model has been implemented to meet the strategic, opera-
tional and financial risks linked to AF's operations. During 2014, AF continuously
assessed and monitored risk trends, which helped AF to cope with both changes in
the market and the changes resulting from the company’s strong growth.

Market Changes in the economic cycle, structural
changes and changes in market trends are
events which challenge AF at regular intervals,
demanding watchfulness and initiative at sev-
eral levels and throughout the organisation.

In addition, AF faces challenges from a num-
ber of major international players as well as
various small and medium-sized local competi-
tors in each market.

AF's presence in a global energy, industry and
infrastructure market gives rise to sustainabil-
ity risks in areas such as human rights, working
conditions, the environment and corruption.

Sustainability

Acquisitions Consolidation of the technical consultancy
sector continues, and AF is part of this trend
through acquisitions, to prevent any loss of
competitiveness.

IT It is crucial that the IT infrastructure at AF is

operationally reliable since unplanned outages
inevitably mean loss of income.
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AF manages the risks linked to the economic cycle, structure and market
trends by trading in multiple markets and in areas which have different
business cycles and which are affected in individual ways by structural
changes and fluctuating market trends. AF also aims to be flexible inter-
nally and to utilise its resources to best meet the needs of the moment. The
company also carries out regular evaluations of the current competitive
situation in each local market and at appropriate levels within the opera-
tion. AF’s broad collective expertise, in combination with accurate assess-
ments in each situation, increases competitiveness.

AF reduces its exposure to risks related to sustainability through its Code
of Conduct, a clear and regulating sustainability policy and an obligatory
sustainability risk analysis at an early stage of the business process.
Responsibility for upholding and developing AF’s sustainability efforts is
clearly allocated within the organisation, and AF's Sustainability Manager is
a member of Group management. With respect to the environment, AF has
a follow-up system to ensure that all units within the Group comply with
environmental law.

The Group’s anti-corruption framework clearly sets out the ethical rules
governing AF’s conduct in relation to clients as well as in its operations.

A whistleblowing channel enables every member of AF’s staff to report
deviations with complete confidentiality. AF's obligatory sustainability
training was updated during 2014.

AF minimizes acquisition risks through a systematic approach and a care-
fully considered acquisition and integration process.

To ensure that AF adopts a forward-looking and systematic approach to
acquisitions and start-ups in new geographical markets, decisions on
acquisitions are taken by Group management and the Board of Directors.
An annual review of recent acquisitions over a certain limit is carried out by
the Board of Directors. Responsibility for the acquisition process itself and
for the integration of acquired companies is allocated among the parts of
the organisation involved in each acquisition. AF's VP Mergers & Acquisi-
tions is @ member of Group management.

AF ensures that the Group has the appropriate IT resources by utilising
both internal expertise and outsourcing to suppliers.

Both internal and external resources have signed agreements setting out
how rapidly faults are to be rectified. Anincentive structure to prevent
problems is in place. AF checks continuously to ensure that the available
resources are adequate and have the necessary expertise.

AF ensures that sufficient resources are allocated to system ownership
and management, and that these are handled in accordance with an
adopted management model. Provisions are made for development and
training.
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operuting risks

Quality The engineering and consulting services that
AF supplies form the basis for the development
of products, systems, buildings, infrastructure
and industry. AF has a major responsibility to
supply services and/or functions which meet
clients’ requirements and expectations as to
quality and performance. It is essential to moni-
tor and manage risks related to this responsibil-
ity on a continuous basis.

AF has a relatively high proportion of consult-
ants working within its clients’ organisations,
providing expertise and detailed knowledge. A
feature of this consulting operation is that the
services are provided at the client’s premises in
the client’s system, which reduces AF's risk
exposure associated with responsibility for the
final result. Competition is, however, fierce and
it is essential to monitor the operation’s finan-
cial performance continuously, since every per-
centage point change in the capacity utilisation
rate and the price per hour has an appreciable
impact on AF's annual earnings. Every percent-
age point change in the capacity utilisation
rate affects AF’s profit or loss by plus/minus
approximately SEK 80 million. Anincrease in
the price per hour of 1 percent, with an
unchanged capacity utilisation rate, improves
AF’s annual earnings by around SEK 60 million.

Capacity utilisation
and price per hour

Project operations As a result of a number of substantial assign-
ments carried out successfully in recent years
in the infrastructure and industry sectors, AF is
seen as a confidence-inspiring partner for set-
ting up competent and effective project organ-
isations.

Large assignments with great responsibility
also increase risk exposure — both financial and
in relation to quality and performance in the
project result. A fixed-price contract may
involve an increased risk if the time required to
complete the assignment is not correctly esti-
mated. In AF’s case this can lead to reduced
margins.

AF’s continued growth, both in respect of sup-
plying professional consultants and complete
project organisations, is leading to an increas-
ing need for subcontractors with specialist
expertise as well as subcontractors who can
supply specific project planning services.

AF is exposed to risk both when the company
arranges an assignment and where partners are
working in AF's name as subcontractors in a
project assignment.

Partners,
subcontractors and
sub-consultants
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Risk management

AF has its own business support system for the internal control, manage-
ment and follow-up of operations and operational projects. This system has
been certified under ISO 9001:2008 (quality) and ISO 14001:2004 (envi-
ronment), and is accessible to all members of staff via the intranet.

This system’s process descriptions for operations are tailored to suit
each technical areq, and contain detailed support for the planning, follow-
up, control and delivery of the assignments AF is tasked with. Experts in the
operating organisation have been given responsibility for the respective
operating processes to ensure the reliability and performance of the pro-
cesses, and for their implementation within the organisation.

Operational compliance with the business support system is monitored
continuously by the internal audit team and by externally conducted annual
audits of the quality and environmental management systems.

AF has comprehensive insurance cover including public liability insur-
ance, product liability insurance and consultant liability insurance.

AF has effective systems for sales support and managing expertise to
ensure sustainable business relationships and successful matching of
expertise with the notified needs.

AF's sensitivity analysis is designed to emphasise the importance of a
high capacity utilisation rate and appropriate price per hour.

The risk is also reduced through the use of sub-consultants and an
increased proportion of variable salary.

The systems for sales support and managing expertise provide a basis for
creating competent project organisations and achieving sustainable busi-
ness relationships also within project operations.

A fixed-price arrangement may be advantageous for projects with a
clearly defined scope. This allows the consultant to take advantage of pre-
vious experience which will benefit the client and enable the consultant to
assess time and resource requirements more accurately in his or her project
estimates.

Once the projects are underway, there is a system for project manage-
ment directly linked to the process descriptions and tools that AF has
developed for its project operation.

AF has training programmes designed to develop the expertise required
for project management and project work. Considerable importance is
attached to the formulation of appropriate terms and conditions to reduce
the risks associated with fixed-price projects.

AF’s methods for continuously monitoring and evaluating the amount of
work remaining in projects also reduce this risk.

AF needs to ensure that all projects involving sub-consultants match the
quality of projects carried out by AF itself, and that sub-consultants are
given the same opportunities to do an excellent job as the company’s own
consultants. Tools are available to assess and evaluate sub-consultants
project by project, so reducing risk exposure.

AF’s system for managing partners includes separate functions for eval-
uating and following up to ensure that quality and performance reached
the expected levels - also in cases where the service is provided by a part-
ner.
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Human resources As competition for qualified employees
increases, so too does the pressure on AF to
present itself as an attractive employer.

For a consulting company to achieve its
objectives, it is essential that employees are
motivated and have appropriate skills and
knowledge. There is always a risk that highly
competent employees may leave AF to join
competitors or clients, or set up their own busi-
nesses. The risk is exacerbated if these people
are able to use their inside knowledge of the
company to cherry-pick the best of their skilled
colleagues.

Disputes There is arisk that disputes may arise in the
course of AF’s business operations.

Disputes may arise if AF disagrees with
a client about the conditions that pertain to
a certain assignment.

Disputes may also arise, for example, in con-
junction with the acquisition of operations.

m

Financing
and liquidity risks

The financing risk faced by the Group is the risk
of not being able to raise new loans or refinance
existing ones on acceptable terms. The Group is
also exposed to liquidity risk, which is defined
as the risk that it will not be able to meet its
immediate payment obligations.

Interest rate risk Interest rate risk is the risk that changes in
interest rates may have a negative impact on
the Group’s net interest income/expense and

cash flow.

Exchange rate risk Exchange rate risk refers to changes in
exchange rates which have a negative impact
on the consolidated income statement, balance
sheet and cash flow.

Exchange rate risk can be split into transac-
tion exposure and translation exposure.

Transaction exposure is the net of operating
and financial inflows and outflows in foreign
currencies.

Translation exposure consists of the net
assets and profit/loss of foreign subsidiaries in
foreign currency.

Credit risk AF's commercial and financial transactions give
rise to credit risks in respect of counterparties.

Credit risk or counterparty risk is the risk of loss
in the event that the counterparty does not ful-

fil its obligations.
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AF devotes substantial resources each year to recruitment and induction
activities.

AF achieved a high rating in a number of polls measuring attractiveness
as an employer.

In order to retain and motivate employees of the right calibre, AF invests
in continual professional development, skills development and manage-
ment training (via the AF Academy, for example). It is also the company’s
ambition to conduct a personal development review with each employee
once a year in order to discuss and draw up an individual development plan.

Annual employee surveys are carried out to ascertain how satisfied
members of staff are with their work situation.

Drawing up contracts for all assignments with terms appropriate to the
project in hand reduces the risk of disputes. Legal advice is always sought
in more complex transactions.

Ultimate responsibility for legal questions lies with the Group’s General
Counsel, who is a member of Group management.

Risk management

Responsibility for the Group’s financial transactions and risks is handled
centrally by the parent’s Treasury Department, which implements the policy
set by the Board of Directors. There is a routine in place to ensure the avail-
ability of appropriate lines of credit at all times. AF’s policy is that the com-
pany shall have a net debt over time, and that net debt shall be between 1.5
and 2.0 times EBITDA over a business cycle.

In accordance with the current policy, the company is to have cash and
cash equivalents and unutilised credit facilities that together correspond
to at least 6 percent of annual sales.

AF’s exposure to interest rate risk relates chiefly to outstanding external
loans. Under the current policy, AF raises loans both at fixed and variable
interest, but the average fixed-interest period must not exceed 12 months.

A change of one percentage point in market rates would have an effect
of SEK 10 million on the Group’s interest expenses.

AF's transaction exposure is relatively limited, as the majority of sales and
expenses are invoiced in local currencies. In accordance with current policy,
payment flows in foreign currencies are hedged when it is possible to
determine the amount and time of the transaction with a great degree of
certainty, and in cases where the future payment flow is anticipated to
exceed a value of EUR 100,000.

AF’s largest operational transaction exposures involve the currency pairs
USD/EUR, EUR/CHF and NOK/SEK. An unhedged currency fluctuation of
10 percent in these currencies would affect AF's operating profit by SEK 7
million, SEK 2 million and SEK 2 million respectively on an annual basis.

In line with Group policy, AF does not hedge translation exposure.

The credit risk consists of outstanding accounts receivable and uninvoiced
consulting assignments.

This risk is limited through AF's highly effective credit policy. All new
clients are vetted for creditworthiness and project services are invoiced on
a pay-as-you-go basis to minimise the risk of bad debts.

AF's ten largest clients, who account for a total of 36 percent of consoli-
dated sales, are all large listed companies or publicly owned institutions.
The remaining 64 percent of sales are spread over a large number of clients.
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Consolidated income statement

1 January - 31 December (SEK million) Note 2014 2013
Net sales 2 8,805.0 8,337.0
Purchases of services and materials -2,3928 -2,327.7
Other external costs 5,21 -751.3 -795.9
Personnel costs 6 -4,831.4 -4,458.8
Depreciation/amortisation and impairment of property, plant and
equipment and intangible assets 12,13 -911 -1741
Other operating income 4 323 147.8
Other operating expenses 7 =144 -6.7
Profit attributable to participations in associates 14 0.2 0.7
Operating profit 2 756.3 7225
Profit/loss from financial items
Financial income 8 237 133
Financial expenses 8 -59.8 -58.5
Net financial items -36.1 -45.2
Profit after financial items 720.1 677.3
Tax 19 -166.7 -151.8
Profit for the period 553.5 5255
Attributable to:
Shareholders in the parent 5531 5228
Non-controlling interest 0.3 27
553.5 525.5
Attributable to the parent’s shareholders 10
Basic earnings per share (SEK) 7.16 6.70
Diluted earnings per share (SEK) 7.03 6.60

Statement of consolidated comprehensive
income

1 January - 31 December (SEK million) 2014 2013
Profit for the period 553.5 5255
Items that will be transferred to profit for the period

This year's translation differences for foreign operations 583 -401
Translation differences transferred to profit or loss 320 —
Change in value of cash flow hedging -09 -04
Tax 0.2 0.3

Items that will not be transferred to profit for the period

Pensions (actuarial gains and losses) -68.4 62.7
Tax 137 =127
Other comprehensive income 34.9 9.7
Comprehensive income for the period 588.4 535.2

Attributable to:

Shareholders in the parent 5880 5333
Non-controlling interest 0.4 18
588.4 535.2
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Consolidated balance sheet

As at 31 December (SEK million) Note 2014 2013
ASSETS
Non-current assets
Intangible assets 2,12 42764 41442
Property, plant and equipment 2,13 3464 289.7
Participations in associates 14 14 11
Plan assets 17 - 479
Financial investments 11 0.7 0.7
Non-current receivables 11 2.3 36
Deferred tax asset 19 10.3 121
Total non-current assets 4,637.5 4,499.3
Current assets
Accounts receivable 11 1,623.2 1,550.3
Revenue generated but not invoiced 6725 685.4
Current tax assets 19 15.9 5.2
Other receivables 80.4 58.2
Prepaid expenses and accrued income 15 95.7 879
Cash and cash equivalents 1784 187.7
Total current assets 2,666.0 2,574.6
Total assets 7,303.5 7,073.9
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As at 31 December (SEK million) Note 2014 2013
EQUITY AND LIABILITIES

Equity 16

Share capital 195.5 1974
Other contributed capital 1,1399 1,176.6
Reserves 105.4 158
Profits brought forward including profit for the period 2,5120 22717
Equity attributable to shareholders in the parent 3,952.7 3,661.5
Non-controlling interest 18 127
Total equity 3,954.5 3,674.2
Liabilities

Loans and credit facilities 11 6113 607.8
Provisions for pensions 17 83.2 64.8
Other provisions 18 12.6 171
Deferred tax liabilities 19 1331 1484
Other liabilities 11 180.8 3320
Total non-current liabilities 1,020.9 1,170.2
Loans and credit facilities 11 3538 4164
Other provisions 18 118 219
Work invoiced but not yet carried out 176.6 1935
Accounts payable 535.2 482.8
Current tax liability 19 921 95.4
Accrued expenses and prepaid income 20 695.3 688.3
Other liabilities 11 463.2 3312
Total current liabilities 2,328.1 2,229.5
Total liabilities 3,349.0 3,399.7
Total equity and liabilities 7,303.5 7,073.9

For information about the Group's pledged assets and contingent liabilities, please refer to Note 22.

Net debt 2014 2013
Loans and credit facilities 965.1 1,024.2
Net pension liability 832 169
Cash and cash equivalents -1784 -187.7

869.8 853.3
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Statement of change in consolidated equity

Equity attributable to shareholders in the parent

Other Retained earn-
Share  contributed ings incl. profit Non-controlling
SEK million capital capital Reserves  for the period Total interest  Total equity
Equity brought forward 1 Jan 2013 200.2 1,2383 553 19135 3,407.3 14.2 34215
Profit for the period 5228 5228 27 52515
Other comprehensive income -395 50.0 105 -0.8 9.7
Comprehensive ir for the period - - -39.5 572.8 533.3 1.8 535.2
Dividends -214.6 -214.6 -2.6 -217.2
Value of conversion option 9.6 9.6 9.6
Tax on value of conversion option -21 -21 -2.1
Share programmes 8.7 8.7 8.7
Share buy-backs/sales -80.6 -80.6 -80.6
Cancellation of shares -28 2.8 — =
Gradual acquisition of non-controlling interest — -0.8 -0.8
Equity carried forward 31 Dec 2013 197.4 1,176.6 15.8 2,271.7 3,661.5 12.7 3,674.2
Equity brought forward 1 Jan 2014 197.4 1176.6 158 2,271.7 3,6615 12.7 3,674.2
Profit for the period 5531 5531 0.3 5535
Other comprehensive income 89.6 -54.7 34.9 0.0 34.9
Comprehensive ir for the period - - 89.6 498.4 588.0 0.4 588.4
Dividends -2519 -2519 =22 -2540
Share programmes 8.9 8.9 8.9
Share buy-backs/sales -47.5 -47.5 -475
Cancellation of shares -19 19 - -
Gradual acquisition of non-controlling interest -63 -63 =12 =75
Divestment of non-controlling interest — -80 -80
Equity carried forward 31 Dec 2014 195.5 1,139.9 105.4 2,512.0 3,952.7 1.8 3,954.5

For supplementary information, please see Note 16.
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Statement of consolidated cash flows

1 January - 31 December (SEK million) Note 2014 2013
Operating activities 26

Profit after financial items 7201 677.3
Adjustment for items not included in cash flow 822 48.6
Income tax paid -190.2 -117.3
Cash flow from operating activities before changes in working capital 612.2 608.6

Cash flow from changes in working capital

Change in operating receivables -531 432
Change in operating liabilities 417 -226.7
Cash flow from operating activities 600.7 425.1

Investment activities

Acquisition of property, plant and equipment -86.8 -46.9
Disposal of property, plant and equipment 2.3 5.6
Acquisition of intangible assets =149 -16.5
Acquisition of businesses 3 -83.3 -107.0
Disposal of businesses 18.1 -
Contingent considerations paid and gradual acquisitions -74.6 -34.7
Disposal of financial assets 12 10
Cash flow from investment activities -238.0 -198.5

Financing activities

Borrowings 46.7 69.5
Amortisation of loans -1125 -300.8
Dividend paid (including non-controlling interest) -2540 -217.2
Share buy-backs/sales -475 -80.6
Cash flow from financing activities -367.3 -529.1
Cash flow for the period -4.6 -302.6
Opening cash and cash equivalents 187.7 497.7
Exchange difference in cash and cash equivalents -48 -75
Closing cash and cash equivalents 178.4 187.7
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Parent income statement

1 January - 31 December (SEK million) Note 2014 2013

Operating income

Net sales 3521 3015

Other operating income 4 1680 156.3
520.1 457.7

Operating expenses

Other external costs 5,21 -2531 —-2669
Personnel costs 6 -1145 -97.2
Depreciation/amortisation and impairment of property, plant and equipment and
intangible assets 12,13 -220 -164
Other operating expenses 7 -1678 -1480
Operating profit/loss -37.3 -70.7
Profit/loss from financial items
Result from participations in Group companies and associates 8 600.7 27.6
Interest income and similar profit/loss items 8 20.8 75
Interest expense and similar profit/loss items 8 -52.6 -49.6
568.9 =-14.5
Profit/loss after financial items 531.6 -85.2
Appropriations 9 63.2 609.4
Pre-tax profit 594.8 524.1
Tax 19 -0.3 -109.0
Profit for the period 594.6 415.1
Other comprehensive income 0.3 0.6
Comprehensive income for the period 594.9 415.7
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Parent balance sheet

As at 31 December (SEK million) Note 2014 2013
TOTAL ASSETS
Non-current assets
Intangible assets 12 15.8 154
Property, plant and equipment 13 86.9 59.7
Financial assets
Participations in Group companies 24 49450 48761
Receivables from Group companies 23 24.5 20.4
Non-current receivables 8.7 7.7
Total non-current assets 5,080.9 4,979.3

Current assets

Current receivables

Accounts receivable 3.3 (ox
Receivables from Group companies and associates 23 356.8 730.8
Current tax assets 19 70.5 =
Other receivables 459.3 144
Prepaid expenses and accrued income 15 64.9 569
Total current receivables 954.8 802.5
Cash and bank balances 269 291
Total current assets 981.7 831.6
Total assets 6,062.5 5,810.9
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As at 31 December (SEK million) Note 2014 2013
EQUITY AND LIABILITIES

Equity 16

Restricted equity

Share capital (3,217,752 A shares, 74,987,218 B shares,

Total 78,204,970 shares with a quota value of SEK 2.50) 1955 1974
Statutory reserve 469 46.9
Non-restricted equity

Share premium reserve 10725 1,1181
Fair value reserve 0.9 0.6
Profit brought forward 1,892.4 1,720.2
Profit for the period 594.6 4151
Total equity 3,802.8 3,498.3
Untaxed reserves 25 126.4 1225
Provisions

Provisions for pensions and similar obligations 17 224 24.5
Deferred tax liability 19 2.3 83
Other provisions 18 2544 274.8
Total provisions 279.1 302.6
Non-current liabilities

Staff convertible 11 70.6 150.2
Liabilities to credit institutions 11 500.0 450.0
Liabilities to Group companies 23 0.2 0.2
Other liabilities 11 33 2.9
Total non-current liabilities 574.1 603.3

Current liabilities

Staff convertible 11 8u.7 —
Liabilities to credit institutions 11 2575 376.3
Accounts payable 918 832
Liabilities to Group companies 23 7923 755.6
Current tax liability 19 — 225
Other liabilities 11 118 2.4
Accrued expenses and prepaid income 20 421 44.2
Total current liabilities 1,280.2 1,284.1
Total equity and liabilities 6,062.5 5,810.9

Pledged assets and contingent liabilities

Pledged assets 22 None None
Contingent liabilities 22 824 95.7
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Statement of change in parent equity

Restricted equity Non-restricted equity
Share y Share premi Fairvalue  Profit brought Profit
SEK million capital reserve reserve reserve forward forthe period  Total equity
Equity brought forward 1 Jan 2013 200.2 469 1,1885 — 19261 — 3,361.7
Profit for the period 4151 4151
Other comprehensive income 0.6 0.6
Comprehensive ir for the period - - - 0.6 - 415.1 415.7
Dividends -214.6 -214.6
Value of conversion option 9.6 9.6
Tax on value of conversion option -2.1 -2.1
Share buy-backs/sales -80.6 -80.6
Cancellation of shares -28 28 =
Share programmes 8.7 8.7
Equity carried forward 31 Dec 2013 197.4 46.9 1,118.1 0.6 1,720.2 415.1 3,498.3
Equity brought forward 1 Jan 2014 197.4 469 11181 0.6 1,720.2 4151 34983
Profit for the period 594.6 594.6
Other comprehensive income 0.3 0.3
Comprehensive ir for the period - - - 0.3 - 594.6 594.9
Appropriations 4151 -415.1 00
Dividends -2519 -2519
Share buy-backs/sales L7 4 474
Cancellation of shares -19 19 —
Share programmes 89 89
Equity carried forward 31 Dec 2014 195.5 46.9 1,072.6 0.9 1,892.3 594.6 3,802.8

For supplementary information, please see Note 16.
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Statement of cash flows for parent

1 January - 31 December (SEK million) Note 2014 2013
Operating activities 26

Profit/loss after financial items 5316 -85.2
Adjustment for items not included in cash flow -400.4 143.8
Income tax paid -939 -763
Cash flow from operating activities before changes in working capital 37.3 =-17.7

Cash flow from changes in working capital

Change in operating receivables -420 1328
Change in operating liabilities 506.6 597.6
Cash flow from operating activities 501.9 712.7

Investment activities

Acquisition of property, plant and equipment -42.8 -214
Disposal of property, plant and equipment 38 59
Acquisition of intangible assets -10.6 =l 2.7
Acquisition of subsidiaries -114 —
Shareholders’ contribution made -750 -1445
Contingent considerations paid - -30.7
Cash flow from investment activities -136.0 -203.4

Financing activities

Borrowings 437 76.6
Amortisation of loans -1125 -300.8
Dividend paid -2519 -214.6
Share buy-backs -475 -80.6
Cash flow from financing activities -368.1 -519.4
Cash flow for the period -2.2 -10.2
Opening cash and cash equivalents 291 393
Closing cash and cash equivalents 26.9 29.1
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Amounts are in millions of SEK unless otherwise stated.

1 Accounting policies

1.1 Compliance with standards and legal requirements

The consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and interpretations pub-
lished by the International Financial Reporting Interpretations Committee
(IFRIC) approved by the European Commission for application in the EU.
In addition, the Swedish Financial Reporting Board’s recommendation
RFR 1 (Supplementary Accounting Rules for Groups) has been applied.

The parent applies the same accounting policies as the Group except in
those cases specified below in the section “Parent accounting policies”. The
differences between the accounting policies of the parent and the Group are
due to limitations in the parent’s scope to apply IFRS imposed by the Swed-
ish Annual Accounts Act and the Pension Obligations Vesting Act (Tryggan-
delagen), and in some cases to tax reasons.

1.2 Basis of preparation of the parent and consolidated financial
statements

The parent’s functional currency is the Swedish krona (SEK), which is also
the presentation currency for the parent and the Group. This means that
the financial statements are presented in SEK.

Assets and liabilities are recognised at cost, with the exception of various
investments and liabilities which are carried at fair value. The financial
assets and liabilities which are carried at fair value are derivative instru-
ments, contingent consideration and financial assets.

The preparation of financial statements in accordance with IFRS
requires management to make judgements and estimates, and to make
assumptions which affect the application of the accounting policies and the
carrying amounts of assets, liabilities, income and expenses. These esti-
mates and assumptions are based on historical experience and a number of
other factors deemed reasonable under the circumstances. The results of
these estimates and assumptions are then used to judge the carrying
amounts of assets and liabilities where these are not clear from other
sources. The actual outcome may differ from these estimates and judge-
ments.

Estimates and assumptions are reviewed regularly. Changes in estimates
are recognised in the period in which the change is made if the change
affects only that period, or in both the period in which the change is made
and future periods if the change affects both the current and future periods.

Judgements made by management in applying IFRS which have a signif-
icant effect on the financial years’ financial statements, and estimates made
which could result in material adjustments in subsequent year’s financial
statements, are described in more detail in Note 28.

The following accounting policies for the Group have been applied con-
sistently to all periods presented in the Group’s financial statements unless
otherwise stated below. The Group’s accounting policies have been applied
consistently in the reporting and consolidation of the parent, subsidiaries
and the inclusion of associates and joint ventures in the consolidated
accounts.

The annual report and consolidated financial statements were approved
for release by the Board of Directors on 6 March 2015. The consolidated
income statement and balance sheet and the parent income statement and
balance sheet will be put forward for adoption at the Annual General Meet-
ing on 29 April 2015.

1.3 Amendments to accounting policies and disclosure requirements
1.3.1 Amended and new accounting policies for the period

IAS 36 — Impairment of Assets

An amendment has been made in respect of recoverable amount disclo-
sures for non-financial assets. The amendment removes the requirement
for recoverable amount disclosures for cash-generating units that came
into force with IFRS 13 as of 1 January 2013. The amendment is not obliga-
tory before 1 January 2014, but the Group elected to apply it with effect
from 1 January 2013. The amendment has therefore no effect on the Group.

Other

Other amended and new accounting policies have had no significant effect
on the Group.
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1.3.2 Future changes in accounting policies

IFRS 9 — Financial Instruments

IFRS 9 will supersede the current IAS 39 - Financial Instruments: Recogni-
tion and Measurement. The standard comes into force on 1 January 2018
and will be applied retroactively. The standard will not be applied in
advance. The Group is currently estimating the effect of the new standard.

IFRS 15 - Revenue from Contracts with Customers

IFRS 15 will supersede the current IAS 11 — Construction Contracts and IAS
18 — Revenue. The standard comes into force on 1 January 2017 and will be
applied retroactively. The standard will not be applied in advance. The
Group is currently estimating the effect of the new standard.

In general, it is considered that none of the IFRS or IFRIC interpretations
which have not yet become effective will have any significant impact on the
Group.

1.4 Segment reporting

Segment reporting is based on operating segments which consist of the
Group’s four divisions. This corresponds to the structure for the Group
management monitoring and management of operations.

1.5 Classification etc.

In the financial statements for both the parent and the Group, non-current
assets and non-current liabilities consist essentially of amounts expected to
be recovered or settled more than twelve months after the balance sheet
date. Current assets and liabilities consist essentially of amounts expected
to be recovered or settled within twelve months of the balance sheet date.

1.6 Basis of consolidation

1.6.1 Subsidiaries

Subsidiaries are companies over which AF AB has a controlling influence. A
controlling influence means, directly or indirectly, the power to govern a
company’s financial and operating policies with a view to deriving eco-
nomic benefits. Potential voting rights which are currently exercisable or
convertible are taken into account when assessing whether a controlling
influence is held.

Subsidiaries are accounted for using the acquisition method. This means
that the acquisition of a subsidiary is treated as a transaction where the
Group indirectly acquires the subsidiary’s assets and assumes its liabilities
and contingent liabilities. The consolidated cost is determined by means of
an analysis undertaken in connection with a business combination. The
analysis determines the acquisition value of participations or businesses,
the fair value of acquired identifiable assets and assumed liabilities, contin-
gent liabilities and equity instruments issued as consideration for the net
assets acquired.

Goodwill is the difference between the cost of the shares in a subsidiary
and the fair value of the assets acquired and liabilities and contingent liabil-
ities assumed.

Subsidiaries’ financial statements are consolidated from the date of
acquisition until such time as the controlling influence is relinquished.

1.6.2 Associates and joint arrangements

Associates

Associates are companies over whose operational and financial manage-
ment the Group exercises a significant but not controlling influence, gener-
ally through a holding of 20—50 percent of the votes. As from and including
the date on which the controlling influence is obtained, participations in
associates are recognised in accordance with the equity method in the con-
solidated financial statements.

Joint arrangements

There are two types of joint arrangement: joint operation and joint ven-
tures. A joint operation arises when one party in a joint arrangement has
direct rights to the assets and obligations for the liabilities in that joint
arrangement. In such an arrangement, the assets, liabilities, revenues and
expenses are recognised in proportion to the operator’s interest in these. A
joint venture is a joint arrangement whereby the parties that have joint con-
trolling influence over the arrangement have rights to the net assets of the
arrangement. Holdings in such an arrangement are recognised using the
equity method.

NOTES
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The equity method

The equity method means that the carrying amount of the shares in the
associate/joint venture recognised in the consolidated financial statements
consists of the Group’s share of the associate’s/joint venture’s equity plus
goodwill and any other remaining fair value adjustments. The Group’s
share of the associate’s/joint venture’s profit/loss after tax and non-
controlling interests, adjusted for any depreciation/amortisation, impair-
ment or reversal of fair value adjustments, is recognised in the consolidated
income statement under “Profit attributable to participation in associates”.
Any dividends received reduce the carrying amount of the investment.

Any difference at the time of acquisition between the cost of the invest-
ment and the investor’s interest in the net fair value of the associate’s/joint
venture’s identifiable assets, liabilities and contingent liabilities is recog-
nised in accordance with IFRS 3 — Business Combinations.

If the Group’s interest in recognised losses exceeds the carrying amount
of the shares in the consolidated balance sheet, the carrying amount of the
shares is reduced to zero. Further losses are not recognised unless the
Group has issued guarantees to cover losses arising. The equity method is
applied until such time as significant influence is relinquished.

1.6.3 Transactions eliminated on consolidation

Intra-Group receivables and liabilities, income or expenses, and unrealised
gains or losses arising on transactions between Group companies, are elim-
inated in their entirety when preparing the consolidated financial state-
ments.

Unrealised gains arising on transactions with associates and joint
arrangements are eliminated in proportion to the Group’s interests in the
company. Unrealised losses are eliminated in the same way as unrealised
gains, but only to the extent that there is no indication of impairment.

1.7 Foreign currencies

171 Transactions in foreign currency

Transactions in foreign currency are translated into the functional currency
at the exchange rate ruling on the transaction date. Monetary assets and lia-
bilities in foreign currency are translated into the functional currency at the
exchange rate ruling at the balance sheet date. Exchange differences arising
on translation are recognised in profit or loss. Non-monetary assets and
liabilities carried at cost are translated at the exchange rate ruling on the
transaction date. Non-monetary assets and liabilities carried at fair value
are translated into the functional currency at the exchange rate ruling when
their fair value was determined, and changes in exchange rates are then
recognised in the same way as other changes in the value of the asset or
liability.

The functional currency is the currency of the primary economic envi-
ronments in which the companies in the Group operate. The parent’s func-
tional currency and presentation currency is the Swedish krona (SEK). The
Group’s presentation currency is also the Swedish krona (SEK).

1.7.2 Financial statements of foreign operations

The assets and liabilities of foreign operations, including goodwill and
other fair value adjustments, are translated into SEK at the exchange rate
ruling at the balance sheet date. The income and expenses of foreign opera-
tions are translated into SEK at an average exchange rate which approxi-
mates the exchange rates on the various transaction dates.

Translation differences arising on the translation of net investments in
foreign operations are recognised in other comprehensive income. When a
foreign operation is sold, the accumulated translation differences attribut-
able to the operation are realised net of any currency hedging in the consoli-
dated income statement.

1.8 Revenue

Revenue from services rendered is recognised in accordance with IAS 18.
The percentage of completion method is applied to all assignments whose
outcome can be measured reliably. The majority of assignments are per-
formed on a current account basis, according to which income is entered
into the accounts when the work is performed, and clients are normally
invoiced one month after the work is carried out. Where assignments are
carried out on a fixed-price basis, revenue is recognised in profit or loss on
the basis of the stage of completion at the balance sheet date. The stage of
completion of an assignment is determined by comparing the expenditure
at the balance sheet date with estimated total expenditure. If it is probable
that the total assignment expenditure will exceed the total assignment reve-
nue, the anticipated loss is immediately recognised as an expense in its
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entirety. Revenue is not recognised if it is probable that the economic bene-
fits will not flow to the Group. In the event of significant uncertainty about
payment or associated expenses, no revenue is recognised.

1.9 Operating expense and financial income and expense

191 Operating leases

Payments under operating leases are recognised in profit or loss on a
straight-line basis over the lease term. Benefits received in connection with
signing a lease are reported as part of the total lease cost in profit or loss.
Contingent rents are recognised in the periods in which they arise.

19.2 Finance leases

Minimum lease payments are apportioned between a finance charge and a
reduction of the outstanding liability. The finance charge is spread over the
lease term so that the amount charged in each reporting period corresponds
to a fixed rate of interest on the liability recognised in that period. Contin-
gent rents are recognised in the periods in which they arise.

19.3 Financial income and expense

Financial income and expense consists of interest receivable on bank bal-
ances and receivables, interest payable on loans, borrowing costs, dividend
income and exchange differences on loans.

Interest income on receivables and interest payable on liabilities are cal-
culated using the effective interest rate method. The effective interest rate is
the rate of interest that makes the present value of all future inflows and
outflows over the life of the receivable or liability equal to its carrying
amount.

The interest component of finance lease payments is recognised in profit
or loss by applying the effective interest rate method. Interest receivable
includes accrued transaction costs and any discounts, premiums or other
differences between the original value of the receivable and the amount
received at maturity.

Borrowing costs are charged to profit and loss for the period to which
they relate. Costs arising when raising a loan are divided over the maturity
of the loan on the basis of the recognised liability.

Dividend income is recognised when the right to receive payment has
been ascertained.

1.10 Financial instruments

Financial instruments recognised on the asset side of the balance sheet
include cash and cash equivalents, accounts receivable, shares and other
equity instruments, and derivatives. Included in equity and liabilities are
accounts payable, issued debt and equity instruments, borrowings and
derivatives.

A financial asset or financial liability is recognised in the balance sheet
when the company becomes a party to the contractual terms of the instru-
ment. Accounts receivable are recognised in the balance sheet when an
invoice has been sent. Liabilities are recognised once the counterparty has
performed and there is a contractual obligation to pay, even if an invoice
has not yet been received. Accounts payable are recognised when an invoice
has been received.

A financial asset is derecognised from the balance sheet when the rights
in the contract are transferred or expire or the company loses control over
them. The same applies to parts of a financial asset. A financial liability is
derecognised when the obligation in the contract is discharged or in some
other way extinguished. The same applies to parts of a financial liability.

Acquisitions and divestments of financial assets are recognised on the
trade date, which is the day when the company makes a binding commit-
ment to buy or sell the asset.

The fair value of quoted financial assets is the asset’s quoted bid price at
the balance sheet date. For further information, please see Note 11.

1.10.1 Classification and valuation
Financial instruments that are not derivatives are recognised initially at an
acquisition value equivalent to the fair value of the instrument with the
addition of transaction costs for all financial instruments except those in
the financial assets valued at fair value via profit and loss category, which
are recognised at fair value excluding transaction costs. A financial instru-
ment is classified on initial recognition on the basis of the purpose for which
the instrument was acquired. The classification determines how the finan-
cial instrument is to be valued after initial recognition, as described below.
Derivative instruments are recognised initially at fair value, indicating
that transaction costs are charged to profit or loss for the period. Subse-
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Note 1 cont.

quent to the initial recognition, derivative instruments are recognised in
the manner described below. If a derivative instrument is used for hedging,
to the extent that this is effective, changes in value of the derivative instru-
ment are recognised on the same line in profit or loss as the hedged item.
Even if hedge accounting is not applied, increases or decreases in the value
of the derivative are recognised as income or expense in the operating
profit/loss or in net financial income/expense depending on the intention
behind the use of the derivative and whether the use relates to an operating
item or a financial item. With hedge accounting, the ineffective part of the
hedge is recognised in the same way as changes in the value of a derivative
that is not used for hedge accounting.

1.10.2 Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. These
assets are valued at amortised cost. Amortised cost is determined on the
basis of the effective interest rate calculated on the date of acquisition.
Assets with a short term are not discounted.

Accounts receivable are recognised at the amount which it is estimated
will be received, i.e. after the deduction of doubtful receivables and as the
result of individual evaluation. Impairments of accounts receivable are rec-
ognised in operating expense.

Other receivables are classified as non-current receivables if the holding
period exceeds one year and if it is shorter as other receivables.

Cash and cash equivalents consist of cash, immediately accessible depos-
its with banks and similar institutions, and short-term liquid investments
with a maturity of less than three months from the date of purchase, which
are subject to only an insignificant risk of changes in value.

1.10.3 Financial assets and liabilities valued at fair value

in profit or loss.

This category consists of two sub-groups: financial assets and liabilities
held for sale and other financial assets and liabilities which the company
has decided to place in this category. The second sub-category includes con-
tingent consideration. Assets and liabilities in this category are valued con-
tinuously at fair value with changes for the period recognised in profit or
loss for the period.

1.10.4 Other financial liabilities

Loans and other financial liabilities, e.g. accounts payable, are included in
this category. The liabilities are valued at amortised cost. Accounts payable
have a short expected term and are valued without discounting to nominal
amount.

Non-current liabilities have an expected term longer than one year, while
current liabilities have a term shorter than one year.

Staff convertibles can be converted into shares by the counterparty exer-
cising an option to convert the instrument into shares. Staff convertibles
are recognised as a compound financial instrument comprising a liability
component and an equity component. The fair value of the liability is calcu-
lated by discounting future cash flows using the current market interest
rate for an equivalent liability without a conversion right. The value of the
equity instrument is calculated as the difference between the issue proceeds
when the staff convertible was issued and the fair value of the financial lia-
bility at the time of issue. Any deferred tax attributable to the liability on the
date of issue is deducted from the recognised value of the equity instru-
ment. The transaction costs relating to the issue of a compound financial
instrument are apportioned between the liability component and the equity
component in the same proportions as the issue proceeds. The interest
expense is recognised in profit or loss and calculated using the effective
interest rate method.

1.11 Derivatives and hedging

Derivatives used for hedging future cash flows are recognised in the balance
sheet at fair value. The changes in value are recognised in other comprehen-
sive income until such time as the hedged flow affects profit or loss, at which
point the accumulated changes in value of the hedging instrument are recy-
cled into profit or loss simultaneously with the profit or loss effects of the
hedged transaction. Flows from both contracted and forecast transactions
can be hedged.

To meet the requirements for hedge accounting under IAS 39, there must
be an unequivocal link to the hedged item. In addition, the hedging of the
item must be effective, hedging documentation must have been prepared
and it must be possible for effectiveness to be measured. Gains and losses
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on hedging are recognised in profit or loss on the same date as gains and
losses on the hedged items are recognised.

1.12 Property, plant and equipment

112.1 Owned assets

Property, plant and equipment are recognised as assets in the balance sheet
if it is probable that future economic benefits will flow to the company, and
that the cost of the item can be measured reliably. Property, plant and
equipment are recognised in the consolidated financial statements at cost
less accumulated depreciation and any impairment losses. Cost is defined
as the purchase price plus any additional expenses directly attributable to
bringing the asset to the location and condition necessary for it to be capa-
ble of operating in the intended manner.

Property, plant and equipment which consist of parts with different use-
ful lives are treated as separate components of property, plant and equip-
ment.

The carrying amount of an asset is derecognised from the balance sheet
on retirement or disposal or when no future economic benefits are expected
to flow from the use or retirement/disposal of the asset. The gain or loss
arising on the disposal or retirement of an asset is the difference between
the disposal proceeds and the carrying amount less direct costs to sell. The
gain or loss is recognised under other operating income/expense.

Subsequent expenditure

Subsequent expenditure is added to the cost only if it is probable that future
economic benefits that are attributable to the asset will flow to the com-
pany, and the cost can be measured reliably.

Depreciation

Linear depreciation is applied over the estimated useful life of the asset.
Land is not depreciated. The Group applies component depreciation, which
means that the estimated useful life of the components forms the basis for
depreciation.

112.2 Leased assets

Leased assets are accounted for in accordance with IAS 17. Leases are clas-
sified as either finance leases or operating leases in the consolidated finan-
cial statements. A lease is classified as a finance lease if it transfers substan-
tially all the risks and rewards incidental to ownership to the lessee. Other-
wise it is classified as an operating lease. Assets held under finance leases
are recognised as assets in the consolidated balance sheet. The liability to
make future lease payments is recognised under non-current and current
liabilities. The leased assets are depreciated according to plan.

1.12.3 Depreciation

Depreciation is charged on a straight-line basis over the estimated useful
life of an asset.

Estimated useful lives are:

IT equipment 3years
Cars 5years
Office equipment 5years
Office furnishings 10 years

Buildings (business premises) 40-100 years
Business premises consist of a number of components with different useful
lives. The primary division is between buildings and land. No depreciation
is applied to the land component, which is regarded as having an unlimited
useful life. The buildings, however, consist of many components with vary-
ing useful lives. The useful lives of these components have been assessed as
varying between 40 and 100 years.

The residual value and useful life of an asset are reviewed annually.

1.13 Intangible assets

1.13.1 Goodwill

Goodwill is the difference between the cost of a business combination and
the fair value of the assets acquired and liabilities and contingent liabilities
assumed.

When it comes to goodwill arising on business combinations before 1
January 2004, the Group has not applied IFRS retroactively; instead, the
carrying amount on that date will continue to be the cost of acquisition in
the consolidated financial statements, net of impairment losses.

Goodwill is apportioned between cash-generating units and groups of
cash-generating units, and is tested annually for impairment (see Account-
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ing policies 1.14 below). Thus goodwill is carried at cost less accumulated
impairment losses. Goodwill arising on the acquisition of associates is
included in the carrying amount of the investment in the associate.

Where the cost of a business combination is less than the net fair value of
the assets acquired and liabilities and contingent liabilities assumed, the
difference is recognised immediately in profit or loss.

1.13.2 Research and development

Expenditure on research aimed at obtaining new scientific or technical
knowledge is recognised as an expense as it is incurred. Expenditure on
development where research results or other knowledge is applied to
achieve new or improved products or processes is recognised as an asset in
the balance sheet if the product or process is technically and commercially
feasible and the company has sufficient resources to complete its develop-
ment and then use or sell the intangible asset. The carrying amount
includes the cost of materials, direct payroll expenses and indirect costs
which can reasonably and consistently be attributed to the asset. Other
development expenditure is recognised in profit or loss as expense as it is
incurred. Development expenditure recognised in the balance sheet is car-
ried at cost less accumulated amortisation and impairment losses.

1.13.3 Other intangible assets
Other intangible assets acquired by the Group are recognised at cost less
accumulated amortisation (see below) and impairment losses (see Account-
ing policies 1.14 below).

Costs incurred in respect of internally generated goodwill and internally
generated trademarks are recognised in profit or loss as they are incurred.

1.13.4 Subsequent expenditure

Subsequent expenditure on capitalised intangible assets is recognised as an
asset in the balance sheet only if it increases the future economic benefits
from the specific asset to which it relates. All other expenditure is recog-
nised as an expense as it is incurred.

1.13.5 Amortisation

Amortisation is recognised in profit or loss on a straight-line basis over the
estimated useful life of the asset, unless its useful life is indefinite. Goodwill
and intangible assets with an indefinite life are tested for impairment annu-
ally or as soon as there are indications that the asset in question has dimin-
ished in value. Amortisable intangible assets are amortised from the date
they become available for use.

Estimated useful lives are:

Capitalised development expenditure 1-3 years
Outstanding orders 2-5years
Client relationships 10-20 years
Trademarks 2-5years

1.14 Impairment

The carrying amounts of the Group’s assets — with the exception of assets
held for sale recognised in accordance with IFRS 5 and deferred tax assets
— are tested at the end of each reporting period to assess whether there is
any indication of impairment. If there is any such indication, the asset’s
recoverable amount is determined. The carrying amounts of the exceptions
stated above are tested in accordance with the relevant standard.

1.14.1 Impairment tests for property, plant and equipment and
intangible assets, as well as shares in subsidiaries and associates
The recoverable amount is the higher of fair value less costs to sell and value
in use. When calculating value in use, future cash flows are discounted at a
discount rate which reflects the risk-free rate of interest and the risk associ-
ated with the specific asset. For an asset that does not generate cash flows
that are essentially independent of other assets, the value in use is calcu-
lated for the cash-generating unit to which the asset belongs. The impair-
ment loss is the amount by which the asset’s carrying amount exceeds its
recoverable amount. Impairment losses in respect of cash-generating units
are allocated in the first instance to goodwill. Impairment is then applied to
the other assets included in the unit on a pro rata basis.

In the case of goodwill, other intangible assets with an indefinite life and
intangible assets not yet ready for use, the recoverable amount is calculated
annually.

1.14.2 Impairment test for financial assets
At the end of each reporting period, the company assesses whether there is
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objective evidence that a financial asset or group of assets requires impair-
ment. Objective evidence consists both of observable circumstances that
have arisen and which have a negative effect on the ability to recover the
acquisition cost, and of significant and long-lasting reductions in the fair
value of an investment designated as an available-for-sale financial asset.

On the impairment of an equity instrument designated as an available-
for-sale financial asset, accumulated losses already recognised in equity are
reversed through profit or loss.

The recoverable amount of assets in the loans and receivables category
which are recognised at amortised cost is measured as the present value of
the future cash flow discounted at the effective interest rate current on the
date on which the asset was first recognised. Assets with a short term are
not discounted. Impairment is charged to profit or loss.

1.14.3 Reversal of an impairment loss

An impairment loss is reversed if there are indications that the impairment
requirement no longer exists and there has been a change in the assump-
tions which formed the basis for the measurement of the recoverable
amount. Impairment of goodwill is, however, never reversed. A reversal is
carried out only to the extent that the carrying amount after reversal does
not exceed the carrying amount which would have been recognised, less
depreciation/amortisation if appropriate, if no impairment had been
applied.

Impairment of loans and receivables that has been recognised at amor-
tised cost is reversed if a subsequent increase in the recoverable amount
can be attributed objectively to an event occurring after the impairment had
been made. Impairment losses on equity instruments designated as
available-for-sale financial assets that have already been recognised in
profit or loss may not subsequently be reversed via profit or loss. The
impaired value is the value from which subsequent revaluations are made,
and these are recognised in other comprehensive income. Impairment
losses on interest-bearing instruments designated as available-for-sale
financial assets are reversed in profit or loss if the fair value increases and
the increase can be attributed objectively to an event occurring after the
impairment had been made.

1.15 Dividend
Dividends are recognised as a liability once they have been approved by the
Annual General Meeting.

1.16 Employee benefits

1.16.1 Defined-contribution pension plans

Obligations in respect of contributions to defined contribution pension
plans are recognised as an expense in profit or loss when they arise.

1.16.2 Defined-benefit pension plans

The Group’s net obligations under defined-benefit plans are calculated sep-
arately for each plan by estimating the future benefits earned by employees
through their employment in both current and prior periods. These benefits
are discounted to present value. The discount rate is the interest rate at the
balance sheet date on a high-quality investment-grade corporate bond with
the term equivalent to the Group’s pension obligations. Where there is no
active market for corporate bonds of this type, the interest rate on govern-
ment bonds with a corresponding term are used instead. The calculations
have been performed by a qualified actuary using the projected unit credit
method.

Actuarial gains and losses are recognised in other comprehensive
income for the period in which they arise. The Group’s net liabilities, which
are also recognised in the balance sheet for each defined-benefit plan, con-
sist of the present value of obligations less the fair value of the plan assets. If
the value of plan assets exceeds the value of the obligations, a surplus
arises, and this is recognised as a plan asset under non-current receivables.
Past service costs are recognised in profit or loss.

When a difference arises between the way in which pension costs are
determined in the legal entity and Group, a provision or receivable in
respect of special employers’ contribution based on this difference is recog-
nised. The provision or receivable is not discounted to present value.

1.16.3 Share-based payment

Under the share programme adopted by the AGM, employees are eligible to
receive performance-related matching shares for shares which they have
themselves purchased under the programme. For these share programmes,
payroll expenses for matching shares are recognised during the vesting
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period (three years) based on the fair value of the shares on the date on
which the employee purchased shares under the programme. Provisions for
estimated social security contributions are made during the vesting period.
The buy-back of shares to meet obligations under outstanding share pro-
grammes is recognised in equity.

1.16.4 Termination benefits

A provision is made for termination benefits only when the company is
demonstrably committed to terminating employment before the normal
date, or when the benefits are the result of an offer made in order to encour-
age voluntary redundancy. In the event that the company is obliged to lay
off members of staff, a detailed plan is drawn up specifying as a minimum
the location, function and approximate number of employees involved, the
benefits for each job classification or function, and the time at which the
plan will be implemented.

1.17 Provisions

A provision is recognised in the balance sheet when the Group has a present
legal or constructive obligation as a result of a past event, and when it is
probable that an outflow of economic resources will be required to meet
this obligation, and a reliable estimate of the amount of the obligation can
be made. Where the effect of the point in time when payment takes place is
significant, provisions are calculated by discounting expected future cash
flows at a rate of interest before tax that reflects current market assess-
ments of the time value of money and, where appropriate, the risks associ-
ated with the liability. Provisions for restructuring are recognised once the
Group has adopted a detailed and formal restructuring plan, and the work
of restructuring has either begun or been publicly announced. No provi-
sions are made for future operating expenses.

1.18 Taxes

Income tax consists of current tax and deferred tax. Income tax is recog-
nised in profit or loss unless the underlying transaction is recognised in
other comprehensive income, in which case the tax effect is recognised in
other comprehensive income.

Current tax is the tax payable or recoverable in respect of the current
year, based on the tax rates enacted or substantively enacted as at the
balance sheet date, including adjustments of current tax in respect of prior
periods.

Deferred tax is calculated in accordance with the balance-sheet method
starting from temporary differences between the carrying amount and the
value for tax purposes of assets and liabilities. The following temporary dif-
ferences are disregarded: temporary differences arising on the initial recog-
nition of goodwill; the initial recognition of assets and liabilities which do
not constitute business combinations and affect neither recognised nor tax-
able income at the time of the transaction; and temporary differences attrib-
utable to investments in subsidiaries and associates, in cases where the par-
ent, investor or joint owner can exert some influence over the point in time
when the temporary differences will be reversed and when it is not antici-
pated that this reversal will take place in the foreseeable future. The valua-
tion of deferred tax is based on how the carrying amounts of assets and lia-
bilities are expected to be realised or adjusted. Deferred tax is calculated
using the tax rates and tax rules enacted or substantively enacted as at the
balance sheet date.

Deferred tax assets in respect of deductible temporary differences and
unused tax losses are recognised only to the extent that it is probable that
they can be utilised. The value of deferred tax assets is reduced when it is no
longer deemed probable that they can be utilised.

Any additional income tax arising on the payment of dividends is recog-
nised at the same time as the dividend is recognised as a liability.

1.19 Contingent liabilities

A contingent liability is recognised when there is a potential obligation
relating to past events whose existence will be confirmed only by one or
more uncertain future events, or when there is an obligation which is not
recognised as a liability or provision because it is not probable that an out-
flow of resources will be required, or the amount cannot be measured relia-
bly.

1.20 Earnings per share

The calculation of earnings per share is based on the consolidated profit or
loss attributable to the parent’s shareholders and on the weighted average
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number of shares outstanding during the year. In calculating earnings per
share after dilution, the profit or loss and the weighted average number of
shares are adjusted to take account of the effects of potential diluting ordi-
nary shares, which derive during the reporting period from matching
shares in the programme and the staff convertible programme.

1.21 Parent accounting policies
The parent has prepared its annual report in accordance with the Swedish
Annual Accounts Act (1995:1554) and the Swedish Financial Reporting
Board’s recommendation RFR 2 “Accounting for Legal Entities”. RFR 2
requires that the parent’s annual report applies all IFRS standards and
interpretations approved by the EU as far as is possible within the con-
straints of the Annual Accounts Act and the Pension Obligations Vesting
Act (Tryggandelagen), and while taking into account the relationship
between reporting and taxation. The recommendation specifies which
exceptions and supplements are to be made with respect to IFRS. The dif-
ferences between the accounting policies of the Group and parent are pre-
sented below.

The accounting policies outlined below have been applied consistently to
all periods presented in the parent’s financial statements.

Differences between the accounting policies of the Group and parent
1.21.1 Subsidiaries and associates

Shares in subsidiaries and associates are recognised in the parent using the
acquisition method. Dividends received are recognised as income.

1.21.2 Property, plant and equipment
Leased assets
The parent reports all leases on the basis of the rules for operating leases.

1.21.3 Financial guarantees

The parent’s financial guarantees consist mainly of guarantee commit-
ments in favour of subsidiaries and associates. Financial guarantees mean
that the company has an obligation to reimburse holders of a debt instru-
ment for losses they suffer through a specified debtor not making due pay-
ments under the terms of the contract. In recognising financial guarantees,
the parent applies RFR 2, which involves a relaxation of the rules of IAS 39
in respect of financial guarantees issued for the benefit of subsidiaries and
associates. The parent recognises financial guarantees as a provision in the
balance sheet when the company has an obligation for which payment is
probably necessary to settle the commitment.

1.21.4 Employee benefits

Defined-benefit pension plans

In calculating defined-benefit pension plans, the basis for calculation
applied by the parent differs from that set out in IAS 19. The parent com-
plies with the provisions of the Pension Obligations Vesting Act and the
Swedish Financial Supervisory Authority’s rules since these are a condition
for tax deductibility. The most significant differences compared with IAS 19
are the method for determining the discount rate, the calculation of
defined-benefit obligations on the basis of current salary levels without
assumptions on future salary increases and the recognition of all actuarial
gains and losses in profit or loss when they arise.

1.21.5 Taxes

The parent recognises untaxed reserves including deferred tax liability. In
the consolidated financial statements, untaxed reserves are apportioned
between a deferred tax liability and equity.

1.21.6 Group contributions and shareholders’ contributions for legal
entities

Group contributions both made and received are recognised as appropria-
tions. Shareholders’ contributions are recognised directly in equity by the
recipient and are capitalised as participations by the contributor, insofar as
impairment is not required.
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Group-wide and

Industry Infrastructure International Technology The Group

2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Income and expense
Sales to external clients 2559 2296 2,665 2,356 1027 1216 2561 2465 -8 5 8805 8,337
Sales between segments oL 58 65 50 11 9 53 58 -223 -175 - —
Net sales 2,653 2,354 2,730 2,406 1,038 1,225 2,614 2523 -231 -170 8,805 8,337
Operating expense -2,381 -2108 -2420 -2,099 -969 -1136 -2421 -2,329 234 233 -7957 -7.441
Amortisation and impairment of intangible
assets 0 0 -1 -2 -3 -2 ¢} -2 -37 =128 -42 =133
Depreciation and impairment of property,
plant and equipment -4 -4 -12 -9 -12 -12 -2 -2 -19 -14 -49 -41
Operating profit/loss 268 242 297 296 54 74 191 191 -53 -79 756 722
Operating margin, % 101 103 109 12.3 52 6.0 7.3 7.5 8.6 8.7
Assets and liabilities
Operating assets 1,312 1,633 2013 1946 1400 1,398 2,494 2552 84 -455 7,303 7,074
Operating liabilities 1526 1,357 2,091 2059 1,397 1,336 784 806  -2449 -2157 3,349 3,400

Operating segments

The Group’s operating structure and internal reporting to the CEO is based
on accounting by divisions. The aim is to classify the divisions on the basis
of their clients and their own expertise. Intra-Group sales between seg-
ments are based on an internal market price, calculated on an arms-length
basis, i.e. as between parties who are mutually independent, well-informed
and with an interest in completing the transactions.

All of the Group’s operating assets and liabilities have been placed
directly in divisions or allocated by division. The Group-wide items refer to
traditional parent functions. The accounting policies governing operating
segments are the same as those applied in the Group in general. There are
no individual clients whose sales amount to 10 percent or more of the
Group’s total sales.

With effect from 1 January 2014, the Group has changed the principle for
segment reporting. From 1 January 2014, amortisation and any impair-
ment of intangible assets which arise in relation to acquisitions are always
recognised within “Group-wide and eliminations” and not in the opera-
tional divisions. The same applies to changes in contingent considerations
which are recognised in profit or loss and to the currency effects of these.
The comparative figures have been changed on the basis of the above, which
means that the full-year result in “Group-wide and eliminations” in respect
of 2013 has been impaired by SEK 19.7 million. The corresponding amount
affected the full-year result for 2013 for the operational divisions Industry
(SEK 3.6 million), Infrastructure (SEK 6.0 million), International (SEK
—1.1 million) and Technology (SEK 11.2 million).

NOTES

Non-current

Net sales assets
By geographical area 2014 2013 2014 2013
Sweden 6,739 6,239 3,087 3,006
Norway 850 691 684 634
Switzerland 437 390 483 445
Other countries 779 1,017 369 349
Total 8,805 8,337 4,623 4,434

Income from external clients has been attributed to individual countries on
the basis of the country from which the sale was made.
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3 Acquisition of business operations

Acquisitions 2014
In 2014, AF acquired all the shares of ES-KONSULT Energi and Sikerhet
AB in Sweden and Xact Consultance AS in Norway. A number of other small
businesses have also been taken over in Sweden, Norway and Switzerland.
In total, AF acquired nine operations with 219 employees. The total consid-
eration for these amounted to SEK 154 million (231) including estimated
contingent consideration. None of the acquisitions is substantial, and for
that reason they are all recognised together in the table below.

Two major acquisitions have been completed to date in 2015. More infor-
mation on these is provided in Note 27.
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Acquisitions 2013

During 2013, AF acquired all the shares of Kire Hagen AS and Hjertnes
Byggradgivning AS in Norway. In Sweden, Konfem AB, Teknogram AB,
Connect Konsult AB and Ljusarkitektur Sweden AB were acquired. A num-
ber of other small businesses have also been taken over in Sweden and Nor-
way. In total, AF acquired 13 operations with 167 employees. SEK 131 mil-
lion of the consideration including estimated contingent consideration rec-
ognised below relates to Kare Hagen AS and SEK 100 million to other
acquisitions. None of the acquisitions is substantial, and for that reason
they are all recognised together in the table below.

Total of acquired companies’ net assets at time of
acquisition, 2013

Identifiable Fair value
o onf assetsand  Fairvalue recognisedin
Effects of acquisitions L. . 2013 liabilities adjustment the Group
The table below shows the effect of the acquisitions on the consolidated -
QL1908 qan8 9.-q q Intangible assets — 109 109
assets and liabilities. Acquisition analyses are preliminary as the assets in :
the companies acquired have not been finally analysed. Property, plant and equipment 12 - 12
Accounts receivable and other
Total of acquired companies’ net assets at time of leceivables &2 - 92
acquisition, 2014 Cash and cash equivalents 27.2 — 272
Identifiable Fair value Non-current provisions — -27 -27
assetsand  Fairvalue recognisedin o
2014 liabilities adjustment the Group Accounts payable and other liabilities -42.6 = -42.6
Intangible assets 01 68 690 Net identifiable assets and liabilities 25.1 8.2 33.3
Property, plant and equipment 12 12 Sonsolidatedgoodiil 197.6
. Consideration including estimated
Accounts receivable and other ti t iderati 230.8
receivables 565 565 contingent consideration b
Cash and cash equivalents 361 36.1 jlignsactionlcosts &
Non-current provisions = -17 -17 Deduct:
Accounts payable and other liabilities -534 -53.4 Cash (acquired) =272
Net identifiable assets Estimated contingent consideration -100.6
and liabilities 40.4 5.2 45.6 Net cash outflow 107.0
Consolidated goodwill 108.0
Consideration including estimated
contingent consideration 153.6 o e
9e ll- Other operating income
Transaction costs 2.6
Other 39 The Group 2014 2013
Deduct: Exchange gains 20 33
Cash (acquired) -361 Adjustment of contingent consideration 272 1445
Estimated contingent consideration -40.7 Government assistance 31 -
Net cash outflow 83.3 32.3 147.8

Goodwill
Goodwill refers primarily to human capital in the form of staff expertise, as
well as synergy effects. The goodwill is not expected to be tax-deductible.

Contingent consideration

Agreed contingent consideration in the acquired companies relates to the
performance of each company over the next two to three years. Total con-
tingent consideration for the acquired companies is a maximum of SEK 51
million. For further information on contingent consideration, please see
Note 11.

Acquisition-related expenditure
Transaction costs are recognised in “Other external costs” in profit or loss.

Acquired receivables
The acquired receivables are expected to be settled in full. The agreed gross
values are substantially equivalent to the fair values of the receivables.

Income and profit from acquired companies
During the year, acquired companies/businesses contributed SEK 198 mil-
lion (104) to consolidated income and SEK 18 million (14) to operating
profit.

If the above-mentioned acquisitions had been executed on 1 January
2014, they would have contributed sales of SEK 239 million (228) and
operating profits of SEK 23 million (27).
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Other operating income of SEK 168.0 million (156.3) in the parent relates to
the invoicing of rental charges, chiefly to subsidiaries.

5

Fees and reimbursement of auditors’ expenses

The Group Parent
2014 2013 2014 2013

Auditing firm EY
Audit assignments 51 51 0.9 0.8
Tax advice — 0.3 — 0.3
Other assignments: 18 14 0.4 0.8

6.9 6.8 13 1.9
Other auditors
Audit assignments 0.3 0.3 — 0.1
Tax advice 0.1 0.3 — —
Other assignments: 0.5 14 - 0.3

0.9 20 - 0.4

“Audit assignments” refer to the auditing of the annual report, the account-
ing records and the administration by the Board of Directors and the CEO,
other duties which it is incumbent upon the company’s auditors to carry
out, as well as advice and other assistance stemming from observations
made during such audits or the execution of such other duties.
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6 Employees and personnel costs 2014 2013
Social Social
Salariesand security  Salariesand  security
Average number of full-time employees, FTEs, by gender remu-  contri- remu-  contri-
Parent neration  butions neration  butions
2014 201
013 The Board of Directors
Parent Women Men Total Women Men Total and CEO 92 50 9.6 53
Sweden 60 40 100 55 29 84 of which annual variable
Subsidiaries remuneration 0.5 0.2 14 0.4
Sweden 1,044 4246 5290 927 4115 5042 of which pension costs? - 23 - 21
NOI’WOy QL 314 409 67 217 285 Other employees o4.L 316 522 252
Czech Republic 41 167 208 30 146 176 of which annual variable
: remuneration 60 19 6.1 19
Switzerland 45 147 191 46 142 188
- of which pension costsD - 119 - 9.7
Finland 36 144 180 38 156 195
: 736  36.6 618 306
Russia 88 75 163 193 138 331
D Including statutory charges.
Denmark 21 123 143 22 127 149
India 6 36 42 8 43 S1 Annual variable remuneration
Spain 12 28 40 12 25 37 Within AF’s divisions, there are different systems of variable remuneration
Estonia 7 29 36 6 29 35 for employees. Remuneration may either be based on the division’s perfor-
Turkey 18 o1 A 17 20 mance or linked directly to individual performance.
Lithuania 6 8 15 7 15 22 X X
o 1 . 47 15 % o1 Remuneration to the Board of Directors
ticy The AGM held on 5 May 2014 approved remuneration, including remuner-
Group total 1,477 5,410 6,887 1,431 5,235 6,666 ation for committee work, totalling SEK 2,765,000 for the work of the
cociatestiotal _ 16 Board in 2014. The Chair received SEK 600,000 and members of the Board
not employed in the Group received SEK 260,000 each.
Total average number N )
of FTEs including Fees for committee work of SEK 45,000 are to be paid to each member of
associates 6,887 6,682 the Audit Committee not employed in the Group, of SEK 45,000 to each
member of the Remuneration Committee not employed in the Group, of
Gender distribution on the Board of Directors and Group SEK 90,000 to the ChalI.‘ of the Auqlt Committee, and of SEK 75,000 to the
management Chair of the Remuneration Committee.
Women, % The remuneration of the Board of Directors is determined annually at
- .. TS the AGM, and relates to the period until the next AGM. This means that the
The Group 2014 2013 . . R
- remuneration to the Board was at the rate determined by the AGM in 2013
The Board of Directors 38 fin' for the first two quarters and at the rate determined by the AGM in 2014 for
Group management 31 25 the remaining two quarters of the year.
In addition, the employee representatives on the Board received a total
Salaries, other remuneration and social security contributions of SEK 48,000 (40,000).
No agreements have been signed concerning future pensions or sever-
2014 2013 ance pay for the Chair or other members of the Board.
Social Social
Salariesand  security  Salariesand  security Feesin SEK 2014
remu- contri- remu- contri- Board of
The Group neration  butions neration  butions Director Directors  Committee Total
The Board of Directors and UIf Dinkelspiel 275,000 48000 323,000
Group management 367 19.9 37.0 211 : :
Marika Fredriksson 255,000 22,500 277,500
of which annual variable
EFREERiem 56 18 63 20 Staffan Jufors 130,000 - 130,000
of which pension costs? _ 91 _ 94 Anders Narvinger 425,000 76,500 501,500
Other employees 33842 12945 31501 1,849 Bjorn O. Nilsson 255,000 — 255000
Fruisich enmuel verielsis Maud Olofsson 255,000 - 255,000
remuneration 107.9 339 96.8 304 Joakim Rubin 255,000 45,000 300,000
of which pension costs® 2) — 406.1 — 369.5 Kristina Schauman 255,000 90,000 345,000
3,420.9 1,314.4 3,187.1 1,206.0 Anders Snell 255,000 39,000 294,000
' Including statutory charges. Lena Treschow Torell 125,000 16,500 141,500
2) The information excludes non-recurring effects of pensions in Switzerland.
Total 2,485,000 337,500 2,822,500
Fees in SEK 2013
Board of
Director Directors  Committee Total
UIf Dinkelspiel 500,000 114,000 614,000
Marika Fredriksson 125,000 — 125,000
Eva-Lotta Kraft 100,000 22,500 122,500
Anders Narvinger 225,000 42,000 267,000
Bjorn O. Nilsson 225,000 — 225,000
Maud Olofsson 125,000 — 125,000
Joakim Rubin 225,000 22,500 247,500
Kristina Schauman 225,000 90,000 315,000
Anders Snell 225,000 19,500 244,500
Lena Treschow Torell 225,000 42,000 267,000
Total 2,200,000 352,500 2,552,500
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Guidelines for remuneration of senior executives in accordance
with the resolution of the AGM 2014

AF Group policy is that remuneration should be on competitive market
terms, as this will facilitate recruitment and enable the Group to retain
senior executives. AF applies the grandfather principle, which means
that terms and conditions of employment must always be approved by
the immediate superior of the manager who negotiated the terms and
conditions.

The remuneration package for senior executives consists of basic salary,
avariable salary element, long-term incentive programmes and pension
entitlements. Other remuneration may be awarded, primarily in the form
of the use of a company car.

The Board of Directors shall ensure that there is an appropriate balance
between fixed and variable elements of the remuneration package.

Basic salary and variable remuneration

Remuneration packages are renegotiated annually. Remuneration is based
on factors such as duties, expertise, experience, position and performance.
The apportionment between basic salary and variable remuneration is also
related to the individual’s position and duties. The annual variable element
for the CEO and senior executives is a maximum of 60 percent of the fixed
annual salary. The fixed annual salary is the current monthly salary multi-
plied by 12. The variable remuneration paid is the amount after the deduc-
tion of social security contributions. The variable element is based on out-
comes in relation to targets. The targets and salary for the CEO are deter-
mined by the Board of Directors. For other senior executives, these are set
by the Remuneration Committee.

Long-term incentive programme

Key personnel within the AF Group may be offered a range of long-term
incentive programmes. The emphasis is on share-based incentive pro-
grammes, with the object of rewarding performance, increasing and
spreading ownership among senior executives and providing an induce-
ment for them to remain with the company. A personal, long-term owner-
ship commitment among key personnel can be expected to stimulate inter-
est in the business and its future performance and to increase motivation
and a sense of affinity with the company, resulting in the retention of
valuable expertise.

To help meet the challenges arising from the integration of Epsilon’s
operations, a special one-off incentive programme was started in 2013. The
programme was offered to a few key employees, giving them the opportu-
nity to receive extra remuneration up to a maximum of 60 percent of their
fixed basic salary for the period 2013-2015 provided that, by the end of
2015, AF achieved certain financial targets linked to the integration.

Decisions on the details of long-term incentive programmes have been
delegated to the Board of Directors, with the proviso that share-based and
share price-based programmes are to be submitted to the Annual General
Meeting for approval.

Pension

Senior executives have defined-contribution pension plans with market
contributions. All pension benefits are vested, and are not, therefore,
dependent on future employment. The retirement age for the CEO is 60,
and for other senior executives, 65. Remuneration in accordance with the
long-term incentive programme does not qualify for pension entitlement.

Employees’ notice of termination and severance pay
The period of notice for the CEO is 12 months from the company’s side, and
the CEO is entitled to 12 months’ severance pay. The period of notice from
the CEO’s side is 6 months.

The period of notice for other senior executives is normally 12 months
from the company’s side and 6 months from the senior executive’s side.

Proposal and decision process

The level of remuneration paid to the CEO was set by the Board of Directors
following a proposal drafted by the Board’s Remuneration Committee.
Remuneration paid to other senior executives was set by the Remuneration
Committee.
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Cost of remuneration of the CEO and other members of Group
management

2014
Other members of

CEO Group management Total
Salary including daily allowance S4 20,6 260
Provisions for annual variable
remuneration earned during the
current year 0.5 5.1 5.6
Provisions for long-term
variable remuneration 0.5 19 2.3
Pension costs? 2.3 6.9 91
Other social security contributions 21 81 102
Total 10.7 425 53.2

2013
Other members of

CEO Group management Total
Salary including daily allowance 49 210 259
Provisions for annual variable remu-
neration earned during the current
year 14 49 6.3
Provisions for long-term
variable remuneration 0.5 15 20
Pension costs® 21 7.3 QL
Other social security contributions 2.6 8.5 111
Total 115 43.2 54.7

Dlncluding statutory charges.
2 Including severance pay totalling SEK 59 million.

President/CEO
The remuneration of the CEO has been based on the “Guidelines for the
remuneration of senior executives” as set out above.

The fixed basic salary of the CEO was SEK 5.4 million (4.8). The CEO also
has the use of a company car. Annual variable remuneration is based on the
Group’s results, as well as a number of pre-set targets, and may amount to a
maximum of 60 percent of fixed basic salary.

The CEO also participates in AF’s long-term incentive programmes.

The CEQ’s retirement benefit plan is defined-contribution, and an
annual provision equivalent to 40 percent of the year’s basic salary is made
for this.

Full salary continues to be payable during the period of notice. An
obligation to work during the period of notice may apply for a maximum
of one year.

Group management, excluding the President/CEO

In 2014, AF Group management consisted of twelve (eleven) individuals
excluding the CEO. In the fourth quarter, Group management was
expanded by one person.

The remuneration of Group management has been based on the “Guide-
lines for the remuneration of senior executives” as set out above.

One of the members of Group management has retirement benefit condi-
tions in line with the ITP occupational pension plan. Others have defined-
contribution retirement benefits, towards which an amount equivalent to
30 percent of basic salary is allocated annually.

AF has no outstanding retirement benefit obligations to current or former
members of the Board and/or Presidents. Full salary continues to be payable
during the period of notice.

Long-term variable remuneration

One-off incentive programme

This programme was introduced in 2013, and is described in “Guidelines
for the remuneration of senior executives” in this note.

Staff convertible

During 2012, AF AB issued target convertibles to staff totalling SEK 87.8
million. The loan runs with an annual interest of Stibor 360 and a margin of
1.41 with effect from 26 July 2012. Conversion may be called during the
period from 15 June 2015 to 15 March 2016. The conversion price is SEK
78.55. Under IFRS, the convertible is divided into a financial liability and a

NOTES




Note 6 cont.

conversion option, which is recognised as equity. A commercial interest
rate for the corresponding liability without conversion right has been esti-
mated at Stibor 180 and a margin of 4.50.

During 2013, AF AB issued target convertibles to staff totalling SEK 76.6
million. The loan runs with an annual interest of Stibor 180 and a margin of
0.86 with effect from 15 August 2013. Conversion may be called during the
period from 15 June 2016 to 15 March 2017. The conversion price is SEK
100. Under IFRS, the convertible is divided into a financial liability and a
conversion option, which is recognised as equity. A commercial interest
rate for the corresponding liability without conversion right has been esti-
mated at Stibor 180 and a margin of 4.50.

Performance-related share programmes

Employees who participate in the performance-related share programmes
may save an amount equivalent to a maximum of 5 percent of their fixed
salaries, which is used for the purchase of shares. Senior executives may be
given the right to performance matching of up to four shares, Group man-
agement up to five shares and the CEO up to six shares for each share pur-

chased within the PSPs. To qualify for performance matching, the individ-
ual concerned must also have been employed during the entire three-year
period from the beginning of the respective programme.

A condition for performance matching is that AF’s average annual per-
centage increase in earnings per share meets certain targets. (See the table
for each share programme.) The base value for the calculation of the
increase in earnings per share is the total of earnings per share for the four
quarters immediately preceding the implementation of a new share pro-
gramme. Before the number of performance shares for matching is finally
determined, the Board of Directors will consider whether performance
matching is reasonable. If the minimum performance has not been
achieved, no performance matching shares will be issued. In addition to
performance matching, employees will be allocated a number of Class B
shares free of charge, equivalent to the number saved.

The expense is arrived at and charged by periodising a straight-line
estimated expense over three years for each programme.

Share programmes (PSP)
2012 2013 2014 Total
Base value earnings per share, SEK 494 5.23 7.75
Target for annual average increase in earnings per share, % 5=15 5=13 5-15
Number of participants in the allocation 19 21 125
Number of participants at the balance sheet date 17 19 125
Allocation of matching shares, number 0-5 0-5 0-5
Allocation of number of free shares per saved share 1 1 1
Maximum number of matching shares 68,000 110,000 500,000 678,000
Maximum dilution of earnings per share, % 0.1 0.2 0.5 0.8
Provisions for the year, SEK million 20 2.2 7.1 11.3
Accumulated proivision, SEK million 5.4 3.4 71 15.9
Minimum cost, SEK million®) aL%) 14 8.4 111
Maximum cost, SEK million?) 6.5 6.9 429 56.3
Saving period July 2012-June July 2013-June July 2014-June
2013 2014 2015
Closing date June 2015 June 2016 June 2017
A 2:1 share split was implemented in 2014. The comparative figures have been adjusted.
1 Estimated on the number of participants and the share price at the balance sheet date.
7 Other operating expenses Barent 2014 2013
Dividends from Group companies and associates 599.7 156.3
The Group 2014 2013 Impairment of participations in Group companies? — =1199
Capital loss on divestment of subsidiary 140 = Result of disposal of participations in Group compa-
Capital loss on disposal of non-current assets 0.4 6.7 nies and associates 10 -88
164 6.7 Results from participations in Group companies 600.7 27.6
Interest income, Group companies 50 18
Ot.her qperating expenses of SEK 164.8 million (148.0) in the parent relate P ——— 08 05
primarily to rental charges. -
Exchange gains 150 512)
Interest income and similar profit/loss items 20.8 7.5
8 Financial items Interest expense, Group companies -03 -08
Interest expense? -349 -429
The/Aroup) 2014 2013 Exchange losses =174 =59
Interest income® 45 53 Interest expense and similar profit/loss items -52.6 -49.6
Exchange gains 19.2 80
Financial income 23.7 13.3 Financial items 5689 -145
D Includes interest on pension provisions.
Interest expensel) -321 -399 2 Refers to impairment of the shares in the Russian and Spanish subsidiaries.
Other financial expenses -83 -88
Exchange losses -19.4 -98 .« e
Financial expenses -59.8 -58.5 9 Approprlatlons
Financial items -36.1 -45.2 Parent 2014 2013
Difference between recognised depreciation and
depreciation according to plan -39 3.9
Group contribution received 67.1 606.7
Group contribution made — -12

NOTES

63.2 609.4
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10 Earnings per share and number of shares

73

Before dilution After dilution
SEK 2014 2013 2014 2013
Earnings per share 7.16 6.70 7.03 6.60

The calculation of the numerator and denominator used in the above
calculations of earnings per share is specified below.

Basic earnings per share

The calculation of earnings per share for 2014 has been based on the profit
for the year attributable to the parent’s ordinary shareholders, amounting
to SEK 553.1 million (522.8) and on a weighted average number of out-
standing shares during 2014 amounting to 77,243,656 (77,971,364).

Diluted earnings per share

In calculating earnings per share after dilution, the weighted number of
outstanding ordinary shares were adjusted for the dilution effect of all out-
standing potential ordinary shares. In calculating diluted earnings per
share, outstanding ordinary shares have been adjusted for a potential dilu-
tion effect for shares in outstanding PSPs , as well as staff convertibles.

Total number of shares

Profit attributable to the parent’s ordinary shares,

after dilution
2014 2013
Profit attributable to the parent’s ordinary
shares 5531 5228
Reversal of interest expense for
staff convertibles 6.6 53
559.8 528.1

Weighted average of the number of outstanding ordinary shares,
after dilution

2014 2013
Weighted average number of ordinary shares
during the year, before dilution 77,243,656 77,971,364
Effect of outstanding PSPs 473,405 659,038
Effect of outstanding staff convertibles 1,884,864 1,407,666
Weighted average number of ordinary shares
during the year, after dilution 79,601,925 80,038,068

2014

Total number Of which shares Total number of

A shares B shares of shares held by the company outstanding shares
Opening balance 2014 1,608,876 37,877,259 39,486,135 807,438 38,678,697
Cancellation — —-383,650 -383,650 -383,650 —
Split 2.1 1,608,876 37,493,609 39,102,485 423,788 38,678,697
Share buy-backs - - - 430,000 -430,000
Matching shares for share programmes = = = -324,482 324,482
Closing balance 2014 3,217,752 74,987,218 78,204,970 953,094 77,251,876

11 Financial assets and liabilities

The Group’s overall financial risk management policy is intended to reduce
financial risks at a cost that is reasonable for AF. The aim is to ensure cost-
effective financing while minimising the negative effects of market fluctua-
tions on the Group’s earnings. Derivative instruments are used to hedge
some risk exposure.

The Group’s risk management is handled centrally by the Group Treas-
ury Department on the basis of policies adopted by the Board of Directors.
The Treasury Department identifies, evaluates and hedges financial risks in
close collaboration with the Group’s operating units.

The Group is exposed to different kinds of financial risk through its oper-
ations, including exchange rate risk, interest rate risk, credit risk and
financing risk.

Exchange rate risk
Exchange rate risk covers future business transactions, recognised assets
and liabilities in foreign currency, and net investments in foreign opera-
tions. Exchange rate risk is relatively limited in the AF Group.

Loans are raised, and investments made, in the local currency for each
company, at AF’s Treasury Department.

Translation exposure

Translation exposure consists of the net assets and profit/loss of foreign
subsidiaries in foreign currency. In line with Group policy, AF does not
hedge translation exposure.

Transaction exposure

Exchange rate risks are relatively limited as most payments are made in the
local currency for each company. Where this is not the case, any large sums
are hedged using derivatives. The Group classifies the forward contracts
used for hedging forecast transactions as cash flow hedges. The fair value of
such forward contracts amounted to SEK —2.4 million (-1.8) and is recog-
nised in the balance sheet under the headings Other Receivables and Other
Liabilities respectively.
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Interest rate risk
The Group’s cash and cash equivalents are kept in central cash pools or in
bank accounts in local banks. There are no other significant interest-
bearing assets otherwise.

Liabilities to credit institutions are bank loans at both fixed and variable
interest rates.

Credit risk

Credit risk is a result of the company having at all times a substantial num-
ber of outstanding trade receivables, as well as fees earned but not invoiced,
in other words the credit granted to clients. This risk is limited through the
Group’s established policies for ensuring that sales are made to clients with
an appropriate payment history, and through advance payments. AF’s ten
largest clients, who together account for 36 percent of the Group’s sales, are
all large listed companies with good credit ratings or government institu-
tions. The remaining 64 percent is spread over a large number of clients.
There is, therefore, not deemed to be any significant credit risk with regard
to any single major client. Counterparties for derivative contracts and cash
transactions are limited to financial institutions with a high credit rating.
Historically AF has suffered only very limited credit losses.

Financing risk

Financing risk is the risk of not being able to obtain financing at all, or only
at a greatly inflated price. For AF, prudent management of financing risk
means having adequate cash and cash equivalents and committed credit
lines. The Group has credit facilities amounting to SEK 1,500 million, of
which SEK 742 million was unutilised at the balance sheet date.

Sensitivity analysis

Interest

100 percent of the Group’s total borrowings at the close of the reporting
period comprise loans at variable interest rates. A change in the average
annual interest rate on these loans of +/— 1 percent affects interest expense
by +/— SEK 9.6 million.
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31December 31 December
21 (27) percent of the Group’s profit before tax comes from foreign units, of Exchange rates 2014 2013
which 11 (10) percent is generated by units whose local currency is NOK and chE 7 o1 729
4 (9) percent by units whose local currency is CHF. A change in the average
exchange rate for 2014 of the NOK of +/— SEK 0.25 would have affected CzK 034 033
profit before tax by +/— SEK 18 million, and a change in CHF of +/— SEK DINX 128 120
0.25 would have affected profit before tax by +/— SEK 1 million. EUR 9.52 894
NOK 105 1.06

2014
Derivatives used in Financial assets/liabilities Loans and Financial Total carrying
The Group 2014 hedge accounting valued at fair value via profit or loss receivables liabilities amount Fair value
Financial investments (level 3) 0.7 0.7 0.7
Non-current receivables 2.3 2.3 2.3
Accounts receivable 1,6232 1,6232 1,6232
Revenue generated but not invoiced 6725 6725 6725
Currency derivatives (level 2) 7.0 7.0 7.0
Cash and cash equivalents 1784 1784 1784
Total 7.0 0.7 2,476.4 - 2,484.1 2,484.1
Non-current loans and credit facilities 6113 6113 611.3
Other non-current liabilities 0.7 0.7 0.7
Current loans and credit facilities 353.8 353.8 3538
Accounts payable 535.2 535.2 5352
Accrued expenses, subcontractors 1257 1257 1257
Currency derivatives (level 2) 94 94 QL
Contingent consideration (level 3) — other
liabilties 342.2 342.2 342.2
Total 9.4 342.2 - 1,626.6 1,978.3 1,978.3
2013
Derivatives used in Financial assets/liabilities Loans and Financial Total carrying
The Group 2013 hedge accounting valued at fair value via profit or loss receivables liabilities amount Fair value
Financial investments (level 3) 0.7 0.7 0.7
Non-current receivables &3 3%3 3.3
Accounts receivable 1,550.3 1,550.3 1,550.3
Revenue generated but not invoiced 685.4 685.4 685.4
Currency derivatives (level 2) 20 20 20
Cash and cash equivalents 187.7 187.7 187.7
Total 2.0 0.7 2,426.6 - 2,429.3 2,429.3
Non-current loans and credit facilities 607.8 607.8 607.8
Other non-current liabilities 2.6 2.6 2.6
Current loans and credit facilities 4164 4164 4164
Accounts payable 4828 482.8 482.8
Accrued expenses, subcontractors 109.3 109.3 109.3
Currency derivatives (level 2) 37 37 37
Contingent consideration (level 3) — other
liabilties 398.0 398.0 398.0
Total 3.7 398.0 - 1,618.9 2,020.6 2,020.6
2014
Derivatives used in Financial assets/liabilities Loans and Financial Total carrying
Parent 2014 hedge accounting valued at fair value via profit or loss receivables liabilities amount Fair value
Accounts receivable 739 739 739
Currency derivatives (level 2) 7.0 7.0 7.0
Cash and bank balances 269 269 269
Total 7.0 - 100.8 - 107.8 107.8
Non-current liabilities to credit institutions 500.0 500.0 500.0
Other non-current liabilities 70.6 70.6 70.6
Current liabilities to credit institutions 2575 2575 2575
Other current liabilities 84.7 84.7 84.7
Accounts payable 97.0 97.0 97.0
Currency derivatives (level 2) 8.6 8.6 8.6
Total 8.6 - - 1,009.8 1,018.4 1,018.4
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Note 11 cont.
2013
Derivatives used in Financial assets/liabilities Loans and Financial Total carrying

Parent 2013 hedge accounting valued at fair value via profit or loss receivables liabilities amount Fair value
Accounts receivable 79.1 79.1 79.1
Currency derivatives (level 2) 16 1.6 16
Cash and bank balances 29.1 29.1 291
Total 1.6 - 108.2 - 109.8 109.8
Non-current liabilities to credit institutions 450.0 450.0 450.0
Other non-current liabilities 150.2 150.2 150.2
Current liabilities to credit institutions 376.3 376.3 376.3
Accounts payable 915 915 915
Currency derivatives (level 2) 37 3.7 37
Total 3.7 - - 1,068.0 1,071.6 1,071.6

Measurement of fair value

Fair value agrees in all essentials with carrying amount, except in the case
of fixed-interest current liabilities to credit institutions. No significant devi-

ation was noted for 2014.

The following provides a summary of the main methods and assump-
tions used to determine the fair value of the Group’s financial instruments.

Derivative instruments

Contingent consideration

The calculation of contingent consideration is dependent on parameters in
the relevant agreements. These parameters are chiefly linked to expected
EBIT over the next two to three years for the acquired companies.

An increase in expected EBIT involves a higher liability for contingent
consideration. Normally, there is a ceiling on each contingent consideration

which limits how large the liability can become (for more information, see

Note 3).

Forward contracts are valued at recoverable amount in accordance with

level 2, i.e. fair value determined using a valuation technique based on
directly observable market inputs, either direct (such as price) or indirect
(derived from price), and which are not included in level 1 (fair value deter-
mined on the basis of quoted prices for the same instruments on active

markets).

Non-current and current liabilities to credit institutions

Non-current and current liabilities are valued by adding to the loan the dis-
counted interest rate difference between the agreed loan interest rate and

the market rate up to maturity for equivalent loans.

Epsilon

eration is SEK 1,100 million.

Advansia

The contingent consideration recognised at present is equivalent to the
amount which will be due if EBIT in the Technology and Industry Divisions
is below SEK 626 million for 2014. The ceiling set for the contingent consid-

Recognised contingent consideration amounts to NOK 100 million, maxi-
mal contingent consideration to NOK 125 million. The most important

parameter in calculating the contingent consideration is EBIT growth

within AF’s operation in Norway.

Due date structure, financial liabilities Accounts receivable
2014 The Group Parent
0-6 6-12 Age analysis of receivabl
months months 1-5years >5years which are due but not impaired 2014 2013 2014 2013
Bank loans, SEK = 258 500 — <30days 131.6 105.3 0.0 =
Bank loans, CHF — — 32 — 30-90 days 351 381 — =
Convertible debt instruments = 85 71 = 91-180days 273 27.6 — 0.2
Finance leasing liabilities 5 6 8 - >180 days 15.2 72 — —
Contingent consideration 165 — 179 — Total 209.2 178.3 0.0 0.2
Accounts payable 536 = = =
Accrued expenses, subcontractors 126 - - - The Group Parent
Interest 6 3 11 - Provision for doubtful receivables 2014 2013 2014 2013
Provision at the start of the
2013 year 360 28.6 — =
0-6 6-12 Provision for anticipated losses 285 19.7 — —
months months 1-5years >5years Established losses _38 392 _ _
Bank loans, SEK 225 151 450 — Feaeveied loeses _82 _87 _ _
e e, GhlF £ = = = Divested companies -121 — — —
Convertible debt instruments = = 150 = Exchangedifferences _09 _05 - -
findncelleasinglligbilitics & & g - Provision at the end of the year 39.4 36.0 - -
Contingent consideration 77 = 321 =
Accounts payable 483 = = = Credit quality
Accrued expenses, subcontractors 109 - - - Credit risk is managed in each subsidiary in accordance with a centrally
Interest 11 7 12 = drawn up credit policy. Outstanding accounts receivable are monitored and
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reported regularly within each company and within the Group. Provisions
have been made after individual assessment. The assessment of the amount
which it is expected would be received is based on careful analysis of the
clients’ ability to pay and the markets they operate in. AF’s ten largest
clients, who account for a total of 36 percent of Group sales, are all large
listed companies or publicly owned institutions.
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Loans and credit facilities
The Group

76

During the year, AF refinanced its loan portfolio by taking out a revolving
2014 2013 credit facility of SEK 1,000 million for a period of three years, with an

Non-current liabilities

Bank loans

5323 450.7

Staff convertible

Finance leasing liabilities

option for an additional two years, along with a bank overdraft facility of
SEK 500 million.
This means that the Group has credit facilities amounting to SEK 1,500

706 1502 million, of which SEK 758 million was utilised at the balance sheet date.
8.4 70 The agreements governing the Group’s bank loans include certain finan-
611.3 607.8 cial obligations which must be fulfilled to retain the loan and avoid

Current liabilities

increased borrowing cost. The most important obligation is net debt/oper-

Bank loans

2578 4076 ating profit (EBITDA). All financial obligations were fulfilled by a good

Staff convertible

84.7 —

Finance leasing liabilities

113 88

353.8 416.4

margin during the year.

Conditions and repayment periods 2014
Nom. amount in Carrying
The Group Interest rate, % original currency amount Due, year Fair value
Non-current bank loans
Sweden, SEK, variable interest rate 111 500.0 500.0 2017 500.0
Switzerland, CHF, fixed interest rate 1.90 40 316 2016 316
Other 0.6 0.6 0.6
532.2 532.2
Current bank loans
Sweden, SEK, variable interest rate 0.49 189.7 189.7 2015 189.7
Sweden, SEK, variable interest rate 0.60 67.8 67.8 2015 67.8
Other 0.3 0.3
257.8 257.8
2013
Nom. amount in Carrying
The Group Interestrate, % original currency amount Due, year Fair value
Non-current bank loans
Sweden, SEK, variable interest rate 2.64 450.0 4500 2015 450.0
Other 0.7 0.7 0.7
450.7 450.7
Current bank loans
Sweden, SEK, variable interest rate 2.64 1500 1500 2015 1500
Sweden, SEK, variable interest rate 184 150.0 1500 2014 150.0
Sweden, SEK, variable interest rate 101 763 763 2014 763
Switzerland, CHF, fixed interest rate 190 4.3 310 2014 310
Other 0.3 0.3
407.6 407.6

NOTES
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Contingent consideration

Changes in tingent ideration 2014 2013
Opening balance 398.0 6737
Estimated liabilities on acquisitions 40.7 100.6
Payments -67.2 -48.2
Changes in value recognised in other operating
income — Advansia -26.3 =
Changes in value recognised in other operating
income - other -45 -1445
Changes in value recognised against goodwill
— Advansia — 582
Changes in value recognised against goodwill
— other 38 -2324
Discounting 12 =
Exchange differences -36 -94
Closing balance 342.2 398.0
12 Intangible assets
Development

Goodwill expenditure Client relationship Otbher i gibl t Total
The Group 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Cost 3,959.3 38682 127 114 329.2 3264 157.8 1411 44590 43470
Accumulated amortisation -27 =27 -9.3 -6.4 -352 -17.1 -102.8 -821 -1501 -1083
Accumulated impairment -317 -945 -0.38 = — = — = -32.6 -945
Carrying amount 3,924.9 3,771.0 2.6 5.0 294.0 309.3 54.9 59.0 4,276.4  4,144.2
Opening carrying amount 37710 38759 50 4.6 309.3 3221 590 60.7 41443 4,2633
Purchases — = 10 19 — = 139 14.8 14.9 16.7
Divestments and disposals — = — = — = -18 -10 -18 -10
Acquired businesses 1080 197.6 — = 23 59 4.6 50 1149 208.5
Changes in contingent consideration 38 -1739 - - - - - - 38 -1739
Amortisation for the period — = -2.6 -2.7 -17.6 =172 -210 -18.7 -41.2 -38.7
Impairment for the period — -94.5 -0.8 = — = — = -0.8 -945
Exchange differences 420 =341 0.1 12 0.0 -14 01 =19 423 -36.2
Closing carrying amount 3,924.9 3,771.0 2.6 5.0 294.0 309.3 54.9 59.0 4,276.4  4,144.2

The Group

The Group’s intangible assets arise primarily from business combinations.
These acquired intangible assets consist largely of goodwill, since the main
value of consulting companies lies in their human capital, the expertise of
their co-workers. Other intangible assets identified in connection with the
acquisitions include client relationships. For information on amortisation,
see the accounting policies in Note 1.

Goodwill has been allocated to cash-generating units. In most cases, each
division constitutes a cash-generating unit. The International Division is
not fully-integrated, for which reason the impairment requirement for the
International Division is tested at company level.

Impairment tests on goodwill and other intangible assets are carried out
annually, during Q4 or when there are indications that an impairment need
has arisen, by discounting the anticipated future cash flow by a weighted
average cost of capital per cash-generating unit. The present value of the
cash flows, the value in use, is compared with the carrying amount includ-
ing goodwill and other intangible assets.
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Forecasts used in respect of future cash flows are based on the forecast
approved by Group management for the next year supplemented by an
individual assessment of a further four years. From that point onwards the
calculation is based on an annual growth rate of 2 percent.

The forecasts are based on previous experience, internal assessments
and external sources of information. The most important variable is operat-
ing margin, which is affected by hourly rate, capacity utilisation rate, pay-
roll expenses and total number of employees.

The weighted average cost of capital is based on assumptions about
average interest rates on 10-year government bonds, as well as company-
specific risk factors and beta values. The Group’s average cost of capital,
the discount rate, for 2014 has been calculated at 10 percent (10) before tax
and 8 percent (8) after tax. The forecast cash flows have been discounted to
present value. The impairment tests have not indicated any impairment
requirement.

The discount rate varies between cash-generating units as shown in the
table on the following page.
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Discount rate Parent Intangible assets
before tax, % 2014 2013
Cash-generating unit 2014 2013 Cost 39.2 311
Industry Division 9.8 10.2 Accumulated amortisation -234 -157
Infrastructure Division 9.8 10.2 Carrying amount 15.8 15.4
International Division — Finland 9.6 10.2 S elng Galiyig CRET: 154 oh
International Division — Switzerland 8.3 8.9 Purchases 106 127
International Division — Spain®) 9.9 104 S B I R 17 -
International Division — Czech Republic 10.2 112 Armertsetien T it i _86 _67
Techr‘:ology Division o8 102 Closing carrying amount 15.8 154
1 The AF Group's interest rate has been used as the discount rate, since the Spanish company
operates in a global market.
The following cash-generating units have significant carrying amounts for
goodwill in relation to the Group’s total carrying amount for goodwill:
Cash-generating unit 2014 2013
Industry Division 1,082.7 10133
Infrastructure Division 10188 8714
International Division - Finland 182.6 1764
International Division — Switzerland 320.8 2947
Technology Division 1,209.5 1,209.3
Other 110.4 205.8
Total 3,924.9 3,771.0
13 Property, plant and equipment
Equipment, tools, fixtures
and fittings Buildings and land Total
The Group 2014 2013 2014 2013 2014 2013
Cost 327.8 2423 199.9 184.4 527.7 426.6
Accumulated depreciation -134.6 -984 -46.8 -386 -1813 -1369
Carrying amount 193.2 143.9 153.1 145.8 346.4 289.7
Opening carrying amount 1439 1324 145.8 1469 289.7 279.3
Purchases 978 533 — 0.4 978 53.6
Divestments and disposals -6.6 -6.4 - -0.2 -6.6 -65
Acquired businesses 12 12 — = 12 12
Depreciation for the period -44.2 -364 -4.8 -45 -490 -40.9
Exchange differences 11 -0.2 121 32 133 30
Closing carrying amount 193.2 143.9 153.1 145.8 346.4 289.7
The Group Parent Equipment, tools, fixtures
Finance leases and fittings
Equipment held under finance leasing agreements is included in the Group 2014 2013
at the carrying amount of SEK 19.7 million (15.8). Cost 167.9 1290
. Current and non—curre.nt liabilities in the cons'olid.ated balance she.et B Aecimulatedldepreciation 2809 6oL
g;csl?lde future payments in respect of leasing obligations entered as liabili Carrying amount 86.9 =30
See also Note 11 Financial assets and liabilities. Opening carrying amount 59.7 538
Purchases 426 213
Divestments and disposals -19 =57
Depreciation for the period -134 -9.7
Closing carrying amount 86.9 59.7

NOTES
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14 Participations in associates and joint arrangements

The Group Parent

2014 2013 2014 2013
Carrying amount at the start
of the year 11 59 — 7.3
Participations in the profits of
joint ventures after tax 0.2 0.7 — —
Gain/loss on disposal of
associates - -5.6 — =73
Translation difference 0.1 0.1 — —
Carrying amount
at the end of the year 1.4 1.1 - -

Country Category Project

FEM Consult I/S Denmark Joint venture Tunnel
Sweco AF Healthcare AB Sweden Joint venture Hospital
Bypass Stockholm Sweden Joint operations Roads
East Link Sweden Joint operations Railways
Fennovoima Finland Joint operations Nuclear power
Atdorf Switzerland Joint operations Hydropower
Stanari Switzerland Joint operations Thermal power
Jerada Switzerland Joint operations Thermal power

15 Prepaid expenses and accrued income _ cnslation Hedging jotal

Consolidated reserves reserve reserve reserves

The Group Parent Opening balance as at 1 January
2013 S54.4 0.9 55.3
2014 2013 2014 2013

Exchange differences for the year -39.3 - -39.3
Rent 459 4Ll 425 877 Cash flow hedges = —04 —04
Support and maintenance
agreements ou 80 7.6 59 Lo - o 03

Closing balance as at 31 December
Other 404 388 14.8 188 2013 15.1 0.7 15.8

95.7 87.9 64.9 56.9

Opening balance as at 1 January

2014 15.1 0.7 15.8
16 . Exchange differences for the year 582 - 582

Equity S

Translation differences transferred

to profit for the period 320 - 320
The Group Cash flow hedges — -09 -09
As at 31 December 2014, the total number of shares, amounting to Tax _ 02 02
78,204,970, was divided into 3,217,752 Class A shares (10 votes per share) Closing balance as at 31 December
and 74,987,218 Class B (1 vote per share). The maximum permitted number 2014 105.4 0.0 105.4

of shares is one hundred million (100,000,000).

Holders of ordinary shares are entitled to dividends as approved annu-
ally by the Annual General Meeting. All shares have the same rights to the
company’s residual net assets. As a result of the share buy-back authorised
by the Annual General Meeting, AF AB held 953,094 of its own Class B
shares on 31 December 2014. These shares are not entitled to dividends. In
January 2014, 383,650 (equivalent to 767,300 shares after the split) Class B
shares were cancelled.

Dividends paid in 2014 and 2013 amounted to SEK 251.9 million (SEK
3.25 per share) and SEK 214.6 million (SEK 2.75 per share) respectively.

At the Annual General Meeting to be held on 29 April 2015, a dividend for
2014 of SEK 3.50 per share will be proposed, equivalent to a total pay-out of
SEK 270.4 million. The proposed dividend has not been recognised in these
financial statements.

The quota value of the shares is SEK 2.50 (5.00).
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Capital management
Capital is defined as total equity, which corresponds to equity in the con-
solidated balance sheet. AF’s objective is that, over time, the Group shall
have a net debt. The net debt shall not, however, exceed 40 percent of
equity. As at 31 December 2014, net debt amounted to 22.0 percent (23.2).

As from 1 January 2014, net debt will be measured as a proportion of
EBITDA (Net debt/EBITDA). The target is that it shall amount to 1.5-2.0
over an economic cycle. As at 31 December 2014, net debt/EBITDA was
1.0 (1.0).

There are external requirements in the agreements governing the bank
loans. Additional information on these is given in Note 11.

There were no changes in capital requirements during the year.
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Note 16 cont.

Items within equity

Other contributed capital

This refers to equity which has been contributed by the shareholders.
Itincludes share premium reserve transferred to statutory reserve as

at 31 December 2005. Transfers to the share premium reserve on and after
1January 2006 are also recognised as contributed capital.

Translation reserve

The translation reserve includes all exchange differences arising on the
translation of financial reports from foreign operations with a functional
currency other than the Group’s presentation currency. The presentation
currency for both the parent and the Group is the Swedish krona (SEK).

Hedging reserve

The hedging reserve includes the effective proportion of the accumulated
net changes of fair value of a cash-flow hedging instrument attributable to
hedging transactions which have not yet taken place.

Profits brought forward including profit for the period

Profits brought forward including profit for the period include profits
earned by the parent and its subsidiaries and associates. Previous transfers
to the statutory reserve, excluding premium reserve transferred, are
included in this equity item.

Parent

Restricted reserves
Restricted reserves must not be reduced through dividends.

17 Ppension obligations

80

Statutory reserve

The purpose of the statutory reserve is to block a portion of net profits,
which are not to be used to cover losses brought forward. With effect from
2006, it is no longer obligatory to make transfers to the statutory reserve.

Non-restricted equity

Share premium reserve

When shares are issued at a premium, i.e. when shareholders pay more
than the quota value of the shares, an amount equivalent to the amount
received in excess of the quota value of the shares is transferred to the share
premium reserve. Share premium reserves attributable to transactions
before 1 January 2006 have been transferred to the statutory reserve. Share
premium reserves which arise after that date are recognised as non-
restricted equity.

Fair value reserve

The fair value reserve includes the effective proportion of the accumulated
net changes in fair value of a cash-flow hedging instrument attributable to
hedging transactions which have not yet taken place.

Profit brought forward

This constitutes non-restricted equity from previous years after any trans-
fer to reserves and after the payment of any dividends. Along with net profit
for the year and any reserve for fair value, these constitute total non-
restricted equity, i.e. the amount available for dividends to shareholders.

Of the Group’s total number of employees at the end of the year, around 3
percent have pensions that are recognised as defined-benefit. Other
employees within AF have pensions that are recognised as defined-contri-
bution.

Defined-benefit plans are in place in Sweden, Switzerland and Finland.
The plan in Finland is not significant.

The defined-benefit plans in Sweden and Switzerland are governed by a
broadly similar framework of rules. The plans are final salary retirement
plans which give employees benefits in the form of a guaranteed level of
pension payment during their lives. The plans are exposed, broadly speak-
ing, to similar risks. The Swedish plan, however, covers only pensioners
and paid-up policyholders, while the Swiss plan covers only active employ-
ees. The plan in Switzerland is secured by a fund. The Swedish plan is
unfunded.

Alecta

For white-collar staff in Sweden, the ITP 2 occupational pension plan’s
defined-benefit pension obligation for retirement and survivor pensions is
secured through insurance with Alecta. According to a statement from the
Swedish Financial Reporting Board (UFR 3) this is a defined-benefit multi-
employer plan. For financial year 2014, the company has not had access to
the information required to recognise this plan as a defined-benefit plan.
The ITP supplementary pensions plan for salaried employees’ retirement
benefits that is secured through insurance with Alecta is, therefore, recog-
nised as a defined-contribution plan.

NOTES

Contributions during the year for retirement benefit insurance with
Alecta amounted to SEK 221.3 million (190.7). Alecta’s surplus may be
allocated to the insurance policy holder and/or the insured. At the close of
2014 Alecta’s surplus in the form of the collective funding ratio was 143 per-
cent (148). The collective funding ratio is the market value of Alecta’s assets
as a percentage of the insurance obligations calculated in accordance with
Alecta’s actuarial calculation assumptions, which are not in conformity
with IAS 19.

In the event that funding is low, one possible action is to raise the agreed
price for new entrants and for the extension of existing benefits. In the
event that funding is high, one possible action is to reduce premiums.

The Group
Defined-benefit plans
2014 2013
Present value of funded obligations -4419  -3519
Fair value of plan assets 424.9 409.5
-17.1 57.6
Present value of unfunded obligations -66.1 -64.8
Effect of asset ceiling — -9.7
-83.2 -16.9
Asset recognised in the balance sheet — 479
Liability recognised in the balance sheet -83.2 -64.8
-83.2 =-16.9
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Note 17 cont.

Change in the defined-benefit net debt

2014 2013
Present value Present value Effect of Present value Present value Effect of
of plan assets of obligations asset ceiling Total of plan assets of obligations asset ceiling Total
Opening balance 409.5 -416.7 -9.7 -169 758.8 -876.7 - -1179
Current service costs — =141 — =141 = -14.6 - -14.6
Past service costs - - - - - 53 - 53
Gain on settlement — - — — -403.2 4391 - 35.9
Change in special employers’ contribution
(Sweden) — -0.9 — -09 — —25 — -25
Interest income/expense 81 -89 -0.2 -11 153 -18.2 — -29
Other — -02 - -0.2 — -0.2 — -0.2
Return on plan assets (excluding interest) 18.6 — - 18.6 456 — — 456
Actuarial gains/losses — -96.6 — -96.6 — 189 — 189
Effect of amendments to IAS 19 - — - - - 59 — 59
Change in asset ceiling (excluding interest) — - 10.2 10.2 = = -9.7 -9.7
Exchange difference 335 -32.8 -03 0.4 40 -13 - 27
Contributions by the employer 13.6 - - 13.6 127 - - 127
Contributions by the plan participants 122 =122 - — 11.6 =ILLE - —
Benefits paid -70.5 744 — 39 -354 39.3 — 39
Closing balance 4249 -508.1 - -83.2 409.5 -416.7 -9.7 -16.9
Actuarial gains and losses Sensitivity analysis of pension obligations
2014 2013
Sweden Switzerland
Financial assumptions -530 Lb
; ; Changes in Increase/ Changes in Increase/
Experience adjustments -43.7 145 assumptions e pti d
Total -96.6 18.9 Discount rate +/-0.25% +/-2  +/-025% +19/-18
Rate of salary increases — —  +/-025% +3/-2
Present value of plan assets
2014 2013 The above sensitivity analysis is based on a change in one assumption while
Cash and cash equivalents 39 136 all other assumptions remain constant. It is unlikely that this will occur in
Equity instruments 1595 1514 practice, and changes in several of the assumptions may be correlated.
Debt instruments 1723 1514 Payments to plans are expected to total SEK 14 million next year.
Real property 206 a7e The average remaining term for the Swedish plan is 21.0 years and for
the Swiss plan, 17.1 years.
Other 145 25.8
Total 4249  409.5 Defined-contribution plans
All assets have a quoted market price. The Group Parent
2014 2013 2014 2013
Assumptions for defined-benefit obligations Cost of defined-contribution
plans (including Alecta) 388.4 3642 141 118
Sweden 2014 2013
Discount rate, % 2.75 BI5 Parent
Future increase in pensions, % 15 175 Defined-benefit plans
2014 2013
Switzerland 2014 2013 Present value of unfunded obligations 224 245
Discount rate, % 08 21 Net amount recognised in respect of
Future increase in pensions, % 00 00 defined-benefit plans 224 245
Future i ; laries. % 10 10 Of this amount, the following is covered by credit
S TSRS W) el 2 . : insurance via FPG/PRI 224 24.5
The discount rate is equivalent to the market interest rate on mortgage . o .
bonds with the duration corresponding to the average remaining term of Changes in the obligations during the year
the obligation. 2014 2013
Net present value of pension obligations
at the start of the year 24.5 260
Cost excluding interest expense
charged to profit or loss -11 -01
Interest expense 13 10
Payment of pensions -23 -24

Present value of pension obligations
at the end of the year 22.4 245
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18 Other provisions

Change in provisions that are non-current

2014 2013
Carrying amount at the start of the period 171 124
Provisions during the period 61 11.6
Releases during the period -10 -13
Amount utilised during the period -3.6 -22
Transfer from non-current to current liabilities -50 -34
Exchange differences -10 —
Carrying amount at the end of the period 12.6 17.1
Change in provisions that are current

Restructuring Other Total
2014 2013 2014 2013 2014 2013

Carrying amount at the start of the period 10.6 20 113 2.6 219 4.6
Provisions during the period 4.9 480 9.6 5.9 145 53.9
Releases during the period — = — -01 - -01
Amount utilised during the period -132 -394 -167 -0.6 -299 -39.9
Transfer from non-current to current liabilities - - 50 34 50 34
Exchange differences — — 0.2 — 0.2 —
Carrying amount at the end of the period 2.3 10.6 9.5 11.3 11.8 21.9
Parent
Other provisions

2014 2013
Change in provisions
Carrying amount at the start of the period 274.8 6443
Provisions during the period 8.8 69.3
Releases during the period -263 -3768
Amount utilised during the period -21 -532
Exchange differences -08 8.8
Carrying amount at the end of the period 254.4 274.8

Of the recognised provisions, SEK 252.8 million (271.1) is due to contingent
considerations that are expected to be paid during 2015 and 2016.
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19 Taxes

Recognised in profit or loss

The Group 2014 2013 Parent 2014 2013
Current tax Current tax
Tax expense for the period 1725 1581 Tax expense for the period 04 1106
Adjustment of tax attributable to previous years 0.9 -05 Adjustment of tax attributable to previous years 0.4 =
Deferred tax Deferred tax
Deferred tax expense -6.7 -58 Deferred tax expense -0.6 -16
Total recognised consolidated tax exp 166.7 151.8 Total recognised parent tax expense 0.3 109.0
Reconciliation of effective tax
The Group 2014 (%) 2014 2013 (%) 2013
Pre-tax profit 7201 677.3
Tax in accordance with the tax rate applicable to the parent 220 1584 220 149.0
Effect of other tax rates for foreign subsidiaries -01 -08 0.5 35
Non-deductible costs 12 8.6 4.0 27.3
Non-taxable income -0.2 -12 =45 -304
Effects of loss carry-forward without corresponding capitalisation of deferred tax 0.1 05 0.1 05
Revaluation of temporary differences -05 -34 — —
Effect of changed tax rates 0.0 0.0 0.0 -0.3
Tax attributable to previous years 01 0.9 -01 =05
Other 05 35 04 2.7
Recognised effective tax 23.1 166.7 22.4 151.8
Parent 2014 (%) 2014 2013 (%) 2013
Pre-tax profit 594.8 5241
Tax in accordance with the tax rate applicable to the parent 220 1309 220 1153
Non-deductible costs 0.2 12 5.7 298
Non-taxable income -223 -1323 -6.6 -34.6
Tax attributable to previous years 0.1 04 - -
Other 0.0 0.1 -0.3 -15
Recognised effective tax 0.0 0.3 20.8 109.0
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

Deferred tax asset Deferred tax liability Net
The Group 2014 2013 2014 2013 2014 2013
Non-current assets 1.6 0.7 -96.3 -108.5 =947 -107.8
Current receivables and liabilities 29 4.3 -61 -20 -32 2.3
Provisions and non-current liabilities 241 17.0 -48 -S54 19.3 11.6
Untaxed reserves — = -44.3 —44.1 -44.3 =441
Loss carry-forward 0.1 17 — = 01 17
Tax assets/liabilities 28.7 23.7 -151.6 -160.0 -122.9 -136.3
Set off -184 -11.6 184 116 — =
Net tax assets/liabilities 10.3 121 -133.1 -148.4 -122.9 -136.3
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Unrecognised deferred tax assets

84

Deductible temporary differences and loss carry-forwards for tax purposes
for which deferred tax assets have not been recognised in profit or loss and
balance sheets:

Deferred tax assets have not been recognised in respect of these losses for
tax purposes, since it has not yet been deemed likely that the Group will be
able to utilise them against future taxable profits within the time limit
allowed for this facility. The deficit is attributable to AF’s subsidiary in Ger-
many. The deficit is not due.

The Group 2014 2013
Tax deficit 82 6.6
8.2 6.6

Change in deferred tax in temporary differences and loss carry-forward

Recognised in other

Balance as at Recognised in comprehensive ] d Acq /di: Bal asat
The Group 1 January 2014 profit or loss income inequity posalofb 31D ber 2014
Non-current assets -107.8 20.0 = -0.8 -61 -94.7
Current receivables and liabilities 2.3 =57 0.2 - - -32
Provisions and non-current liabilities 116 =57 13.7 -0.3 — 19.3
Untaxed reserves —44.1 -0.2 — — — —44.3
Loss carry-forward 17 -17 = = = 00
-136.3 6.7 13.9 -1.1 -6.1 -122.9
Recognised in other
Balance as at Recognised in comprehensive ] d Acq /dis Bal asat
The Group 1January 2013 profit or loss income in equity posalofb 31D ber 2013
Non-current assets -98.0 2.3 -9.5 = -2.7 -107.8
Current receivables and liabilities -18 &3 -12 — — 2.3
Provisions and non-current liabilities 185 19 =17 -21 — 116
Untaxed reserves —47.4 3¥3 = = = -44.1
Loss carry-forward 8.7 -70 = = = 17
-125.0 5.8 =124 -2.1 -2.7 -136.3
20 Accrued expenses and prepaid income
The Group Parent
2014 2013 2014 2013
Personnel-related liabilities 517.7 5150 227 19.2
Accrued expenses, sub-
contractors 125.7 109.3 0.1 0.1
Other 519 64.0 19.3 249
695.3 688.3 42.1 44.2
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Pledged assets, contingent liabilities and

21 Operating leases contingent assets
Leasing agreements in which the company is the lessee The Group Parent
Operating leases cover rental agreements for properties, leasing agree- 2014 2013 2014 2013
ments for vehicles under which employees assume all the financial risks Pledged assets
and benefits associated with the vehicles, and the lease of certain items of In the form of pledged assets
office equipment. The cars are leased primarily over three years. for own liabilities and provisions
Property mortgages 316 310 — =
Non-terminable minimum lease payments Floating charges 08 27 _ _
Premises Other Pledged assets, other — 12 — —
The Group 2014 2013 2014 2013 Total pledged assets 32.4 34.9 - =
During the year 207.8 1919 66.5 62.6 Contingent liabilities
Within one year 2118 1934 66.3 594 Guarantee commitments, FPG/
Between one and five years 645.5 564.1 1829 1319 PRI 10 10 04 05
Longer than five years 5191 5807 00 04 Guarantee commitmentsin
Total 15842 1,530.1 3157 2543 | ovourofsubsidiaries - = 250 “ok
Guarantee commitments 182.7 1464 570 458
Premises Other Total contingent liabilities 183.7 147.4 82.4 95.7
Rarent 2014 2013 2014 2913 Guarantee commitments refer primarily to performance guarantees for
During the year 1641 1469 6.0 5.1 tenders and the completion of projects.
Within one year 170.6 147.2 60 4.9
Between one and five years 564.2 459.7 210 188 Contingent assets
e 5101 5694 00 00 The Group has determined that no contingent assets exist.

Total 1,4180 1,323.2 33.0 255

23 Related party transactions

The parent has a related party relationship with its subsidiaries, please see Note 24.
Summary of related party transactions
This refers to the AForsk Foundation, which holds 37.1 percent of the votes in AF AB, associates and joint ventures. Transactions with these parties took

place on commercial terms.

Receivables from

Sales of servicesto  Purchases of services related parties Liabilities to related
The Group Year related parties from related parties as at 31 Dec parties as at 31 Dec
Associates 2014 — — — —
Associates 2013 = 0.2 = =
Joint venture 2014 412 — 53 —
Joint venture 2013 112.8 — 280 —
The AForsk Foundation 2014 10 = = =
The AForsk Foundation 2013 0.8 - 4.6 —

During 2014, in addition to the above, the Group received grants from AForsk Foundation amounting to SEK 2.9 million (4.4). These grants were for projects
administered by the Group.
For details of remuneration to Group executives, please see Note 6.

Receivables from

Sales of servicesto  Purchases of services related parties Liabilities to related
Parent Year related parties from related parties as at 31 Dec parties as at 31 Dec
Subsidiaries 2014 525.8 30.4 381.2 7924
Subsidiaries 2013 4419 328 751.2 755.8
The AForsk Foundation 2014 01 = = =
The AForsk Foundation 2013 01 = = =
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86

Comprehensive list of all the Group’s subsidiaries

2014

Share  Carrying amount
Corporate ID number Registered office percent?) in parent
AB Angponneforeningen 556158-1249 Sweden 100 0.2
AF-Industry AB 556224-8012 Sweden 100 1,259.4
OrbiTec AB 556470-7015 Sweden 100 —
ES-KONSULT Energi and Sdkerhet AB 556415-0067 Sweden 100 —
DLA Elteknink AB 556614-4779 Sweden 100 —
AF-Infrastructure AB 556185-2103 Sweden 100 6114
Bygganalys AB 556461-1050 Sweden 100 —
HEK Holst Elkonsult AB 556496-2727 Sweden 100 —
Connect Consult AB 556641-5260 Sweden 100 —
Ljusarkitektur Sweden AB 556568-9485 Sweden 100 —
AF-CityPlan spol. s.r.o. 47307 218 Czech Republic 13 —
AF-Consult AB 556101-7384 Sweden 100 150
AF-Consult GmbH 39,102,485 Germany 100 —
AF-Teknik & Miljo AB 556534-7423 Sweden 100 105
AF—Funktionsportner AB 556099-8071 Sweden 100 0.6
AF—TechnoIogy AB 556866-444LL Sweden 100 1,488.5
Epsilon Holding AB 556421-6884 Sweden 100 50.0
Epsilon Design AB 556314-1380 Sweden 100 —
Epsilon Polen Sp.z 0.0. 9521980649 Poland 100 —
AF Advansia AS 883,889,762 Norway 100 5011
Advansia AB 556742-2596 Sweden 100 —
Kare Hagen AS 968 187 082 Norway 100 —
AF AdvansIT AS (formerly Four Dimensions AS) Q74415 852 Norway 100 —
AF Norge AS 911567 989 Norway 100 682
AF Infrastruktur AS 955021 037 Norway 100 —
AF Industry AS 997 671 651 Norway 100 —
AFA/S 21007 994 Denmark 100 376
AF-Hansen & Henneberg A/S 135908 85 Denmark 100 45.8
AF-Consult Oy 1800189-6 Finland 100 2911
AF-Consulting AS 10 449 422 Estonia 100 —
UAB AF-Consult 135 744077 Lithuania 100 —
Enprima Engineering Oy 0477940-2 Finland 100 —
AF-Automaatika OU 11297301 Estonia 100 8.2
AF Consult LLC 1037 800 096 Russia 100 0.9
AF-Engineering s.r.o. 263 66 550 Czech Republic 100 10.6
AF-Consult Czech Republic s.r.o. 453 06 605 Czech Republic 100 74.6
AF Nuclear Projects CZ s.ro. 016 06 239 Czech Republic 100 —
AF-CityPlan spol. s.r.o. 47307 218 Czech Republic 87 154
AF-Consult Switzerland AG CH-400.3.924.101-4 Switzerland 100 4187
International Power Design Ltd. CH-400.3.025.445-4 Switzerland 100 —
AF-Consult Italia Srl. MI-1808529 Italy 100 —
AF-Consult (Thailand) Ltd 3011879733 Thailand 100 —
AF-Consult India Pvt Ltd U74140DL2009FTC197507 India 100 —
AF Consult do Brazil Ltda 108.307.539/0001-08 Brazil 51 —
AF-Consult Ltd 4080012527924 Macedonia 100 —
AF-Consult Energy doo Beograd 20801298 Serbia 100 -
AF-lteco AG CH-020.3.914.049-4 Switzerland 100 —
ITECO Nepal (Pvt.) Ltd 2616/043-44 Nepal 66.6 —
AF Mercados Energy Markets International Europe S.A. A-82316902 Spain 100 372
Mercados Energy Markets International Europé Sr.l. 6622220967 Italy 100 —
AF-MERCADOS EMI Enerji Muhendisligi, AR-GE,
Kontrol ve Test Hizmetleri Ltd.Sti. 6160 390 509 Turkey 100 -
AF Mercados EMI Yates + Pope Ltd 111146177 UK 100 —
Mercados Energy Markets India, Pvt Ltd AAFCM5128DST001 India 100 —
4,945.0
D Participating interest refers to both voting share and proportion of the total number of shares.
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Note 24 cont.

Specification of changes in carrying amounts for the year

Parent
2014 2013
Opening carrying amount 4,8761 52185
Acquisitions 114 1433
Sales — -1918
Changed estimated contingent consideration -175 -3183
Impairment — -1199
Shareholders’ contribution 75.0 144.3
Closing carrying amount 4,945.0 4,876.1
25 Untaxed reserves
Parent 2014 2013
Accumulated additional depreciation
Opening balance 1 January 312 351
Depreciation during the year, equipment & fittings 3.9 -39
Closing balance 31 December 35.1 31.2
Transfers to tax allocation reserve
Opening balance 1 January 913 913
Closing balance 31 December 913 913
Total untaxed reserves 126.4 1225
26 Statement of cash flows
Interest paid and dividends received
The Group Parent
2014 2013 2014 2013
Dividends received — — 599.7 156.3
Group contribution received — = 67.1 606.6
Interest received L4 5.2 58 2.3
Interest paid -317 -39.2 -284 -364
-27.3 -34.0 644.2 728.9
Adjustment for items not included in cash flow
The Group Parent
2014 2013 2014 2013
Depreciation/amortisation 850 75.0 220 164
Capital loss on divestment of
subsidiary in Russia 140 — — —
Changed estimated contingent
consideration -308 -1360 — —
Impairment of goodwill/shares
in subsidiaries — 945 — 1199
Changes in pension arrange-
ments, Switzerland — -409 — —
Impairment of operating
assets, Russia — 250 — =
Anticipated dividend from
subsidiaries — — -4250 —
Other 140 310 2.6 75
82.2 48.6 -400.4 143.8
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27 Subsequent events

On 1 February, AF acquired LeanNova Engineering, with around 200
employees in Trollhattan, Gothenburg, Coventry and Shanghai. The com-
pany’s sales amounted to approximately SEK 250 million in 2014. Lean-
Nova will be part of the Technology Division and will be an important
resource in the continued growth of the operation in product development
for the automotive industry.

On 1 March, AF acquired PRC Engineering, making the Group an even
stronger player in Food & Pharma. The company has around 230 engineers
in ten locations in Sweden, and had sales of approximately SEK 260 million
in 2014, with healthy profitability. PRC will, in its entirety, be part of AF’s
Industry Division.

Acquisition analyses for these have yet to be drawn up.

28 Critical estimates and judgements

Important sources of uncertainty in estimates
The Group makes estimates and judgements about the future. By defini-
tion, the resulting accounting estimates will rarely correspond to the actual
outcome. Estimates and judgements are reviewed regularly and are based
on historical experience and other factors, including the expected outcomes
of future events that are considered reasonable under the circumstances.
The main features of the estimates and judgements which represent a
significant risk of material adjustments to the carrying amounts of assets
and liabilities during the coming financial year are presented below.

Impairment test of goodwill

When calculating the recoverable amount of cash-generating units, a num-
ber of assumptions about future circumstances and estimates of parame-
ters have been made. Changes to these assumptions and estimates could
have an effect on the carrying amount of goodwill (see Note 12).

Alower rate of growth and reduced operating margin would result in a
lower recoverable amount. The reverse applies if the calculation of the
recoverable amount is based on a higher growth rate or margin. Were
future cash flows to be discounted at a higher rate of interest, the recovera-
ble amount would be lower. Conversely, the recoverable amount would be
higher with a lower discount rate.

The impairment test for the year did not give rise to any impairment in
respect of goodwill.

Contingent consideration
A contingent consideration linked to a corporate acquisition is frequently
dependent on the future economic development of the business acquired.
The actual outcome may deviate from these assumptions and the effect of
this will be to change the size of the previously recognised contingent con-
sideration.

During the year, the estimate of contingent consideration related to the
acquisition of Advansia AS changed substantially, which has led to a posi-
tive impact on profit of SEK 26,3 million. See also Note 11.

Pension assumptions
The Group’s net obligations under defined-benefit plans are calculated sep-
arately for each plan by estimating the future benefits earned by employees
through their employment in prior periods. These benefits are discounted
to present value. The calculation of the size of the Group’s total retirement
benefit obligations is based on a number of assumptions (see Note 17).
Were a lower discount rate to be used, the obligations would increase and
have a negative effect on the Group’s equity. The reverse applies if a higher
discount rate is used.

During 2014, the discount rate in Switzerland decreased significantly,
which has led to an actuarial loss which has been recognised in other com-
prehensive income. See also Note 17.

NOTES




Note 28 cont.

Assessment of forecast and the stage of completion of contracts
The Group applies the percentage of completion method, which means that
income is recognised on the basis of stage of completion. The stage of com-
pletion is determined by comparing the accrued expenditure at the balance
sheet date with total expenditure. This means that the Group must estimate
how large a percentage of the total expenditure is represented by the
accrued expenditure at the end of the reporting period. The forecasts for
each assignment also represent an estimate of final income and expendi-
ture.
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29 Information on Parent

AF AB is registered in Sweden as a joint-stock company. The parent’s
shares are listed on the Nasdaq OMX stock exchange in Stockholm. The
postal address to the company’s head office is AF AB, SE-169 99 Stockholm,
Sweden.

The Group consolidated accounts for the financial year 2014 comprise
the accounts for the parent and its subsidiaries, which together form the
Group. The Group also includes participations in associates.

The undersigned declare that the consolidated accounts and annual report have been prepared in accordance with IFRS, as approved by the EU, and with
generally accepted accounting practice, to give a faithful representation of the position and performance of the Group and the company, and that the Group
administration report and the administration report give a faithful review of the progress of the Group’s and the company’s operations, position and perfor-
mance, as well as describing the material risks and uncertainty factors to which the companies that are members of the Group are exposed.

Stockholm, 6 March 2015

Jonas Wistrom
The President/CEO

Anders Narvinger
Chairman of the Board

Bjorn O. Nilsson Maud Olofsson
Director Director
Anders Snell Anders Forslund
Director Director,

employee representative

Our Auditor’s report was submitted on 11 March 2015

Ernst & Young AB

Hamish Mabon
Authorised Public Accountant

NOTES

Marika Fredriksson Staffan Jufors

Director Director
Joakim Rubin Kristina Schauman
Director Director
Anders Toll

Director,

employee representative

Erik Sandstrom
Authorised Public Accountant
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To the annual meeting of the shareholders of AF AB, corporate identity number 556120-6474

REPORT ON THE ANNUAL ACCOUNTS AND
CONSOLIDATED ACCOUNTS

We have audited the annual accounts and consolidated accounts of
AF AB for the financial year 2014. The annual accounts and consol-
idated accounts of the company are included in the printed version
of this document on pages 47—-88.

Responsibilities of the Board of Directors and the President/CEO for
the annual accounts and consolidated accounts

The Board of Directors and the President/CEO are responsible for
the preparation and fair presentation of these annual accounts in
accordance with the Annual Accounts Act and of the consolidated
accounts in accordance with International Financial Reporting
Standards, as adopted by the EU, and the Annual Accounts Act,
and for such internal control as the Board of Directors and the
President/CEO determine is necessary to enable the preparation
of annual accounts and consolidated accounts that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these annual
accounts and consolidated accounts based on our audit. We con-
ducted our audit in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden.
Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the annual accounts and consolidated accounts are
free from material misstatement.

An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the annual accounts
and consolidated accounts. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of
material misstatement of the annual accounts and consolidated
accounts, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
company’s preparation and fair presentation of the annual
accounts and consolidated accounts in order to design audit proce-
dures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the com-
pany’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonable-
ness of accounting estimates made by the Board of Directors and
the President/CEQ, as well as evaluating the overall presentation
of the annual accounts and consolidated accounts.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the annual accounts have been prepared in accord-
ance with the Annual Accounts Act and present fairly, in all mate-
rial respects, the financial position of the parent company as of 31
December 2014 and of its financial performance and its cash flows
for the year then ended in accordance with the Annual Accounts
Act. The consolidated accounts have been prepared in accordance
with the Annual Accounts Act and present fairly, in all material
respects, the financial position of the Group as of 31 December
2014 and of their financial performance and cash flows for the year
then ended in accordance with International Financial Reporting
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Standards, as adopted by the EU, and the Annual Accounts Act.
The statutory administration report is consistent with the other
parts of the annual accounts and consolidated accounts.

We therefore recommend that the annual meeting of sharehold-
ers adopt the income statement and balance sheet for the parent
company and the Group.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the proposed appropriations of the
company’s profit or loss and the administration of the Board of
Directors and the President/CEO of AF AB for the financial year
2014.

Responsibilities of the Board of Directors and the President/CEO
The Board of Directors is responsible for the proposal for appro-
priations of the company’s profit or loss, and the Board of Direc-
tors and the President/CEO are responsible for administration
under the Companies Act.

Auditor’s responsibility

Our responsibility is to express an opinion with reasonable assur-
ance on the proposed appropriations of the company’s profit or
loss and on the administration based on our audit. We conducted
the audit in accordance with generally accepted auditing standards
in Sweden.

As a basis for our opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss, we examined the
Board of Directors’ reasoned statement and a selection of support-
ing evidence in order to be able to assess whether the proposal is in
accordance with the Companies Act.

As a basis for our opinion concerning discharge from liability, in
addition to our audit of the annual accounts and consolidated
accounts, we examined significant decisions, actions taken and cir-
cumstances of the company in order to determine whether any
member of the Board of Directors or the President/CEQ is liable to
the company. We also examined whether any member of the Board
of Directors or the President/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 the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinions.

Opinions

We recommend to the annual meeting of shareholders that the
profit be appropriated in accordance with the proposal in the stat-
utory administration report and that the members of the Board of
Directors and the President/CEO be discharged from liability for
the financial year.

Stockholm, 11 March 2015
Ernst & Young AB

Erik Sandstrom
Authorised Public Accountant

Hamish Mabon
Authorised Public Accountant
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Chairman’s report

In the work of the Board it is impor-
tant to represent continuity, while
focusing on the long-term business
objectives. The Board is responsible,
through sound corporate govern-
ance, for supporting executive man-
agement and creating conditions for
growth, and thus also value for
shareholders, for whom we ulti-
mately work.

AF is well-qualified to create such value.
The company has a solid structure that is
capable of taking on future needs in key
sectors such as industry, IT, infrastruc-
ture and energy, with an international
operation that provides leverage out in
the world for all sectors, not just in the
field of energy.

CHAIRMAN'S REPORT

AF has a uniquely broad offering and
. specialist expertise in a vast number of
i areas. Over the past decade it has under-

gone a successful process of transform-
ing these technical advantages into
sound business acumen, client value,

growth and profitability. We are contin-
i uing to focus on this process, partly by

developing the concept of key accounts
for our largest clients, enabling us to

i set out the company’s unique breadth
and ability to take on major assignments
{ involving several different technical

. areas and areas of expertise.

Growth through acquisitions is a pri-

oritised and constantly relevant area, as
¢ is the integration of previously acquired
i companies.

AKkey issue for creating value in a
company is being an attractive employer.
Our business stands or falls by its ability

© todevelop a strong brand so we can :
. attract talented employees, which in turn

makes us a credible and popular busi-
ness partner. Contributing towards
developing AF’s brand and commercial

¢ successes is therefore closely linked to
. the Board’s goals and commitment, to
i generate growth and value for share-

i holders via sound corporate governance,
. good organisation and firm control.

Society needs companies like AF
Looking back, this work has been suc-
cessful. AF has contributed towards cre-

ating considerable value for its owners
i and other stakeholders. I am also confi-

dent that we will continue to maintain
good conditions for success over the

¢ coming years. There is a great need for
companies like AF within key areas such
i asinfrastructure planning, product
development and improving efficiency in
industry, future energy supply and the

! route to an increasingly sustainable soci-
ety. With the strength of the expertise we
have among over 7,500 employed engi-

i neers and 25,000 in our network, I am

. Focus on sustainable business ethics
We also have a Board of Directors that

! is strongly committed to sustainability
issues. In day-to-day operations, the
environment, climate, use of resources
and sustainable transportation and soci-
| eties are an integral part of the client
offering. The Board also focuses much of
its attention on the business ethics of

© sustainability. We follow and monitor
compliance with regulations, primarily
the UN Global Compact, with regard to

. ethics, anti-corruption and human
rights, along with our decision processes
and risk management within these areas.
¢ Every year, the Board holds a strategy :
conference, which in 2014 took place at
the International Division’s head office,
© and on this particular occasion much of
. the discussion centred on sustainability.

convinced that AF can deliver continued

positive value growth, while making

! essential contributions to opportunities
for future generations to enjoy a good
quality of life.

Anders Narvinger
i Chair of the Board
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Corporate governance report

The report, which has been drawn up by
the company’s Board of Directors, covers
the corporate governance of AF during
financial year 2014. This corporate gov-
ernance report has been submitted in
accordance with the Swedish Annual
Accounts Act and the Swedish Corporate
Governance Code.

The corporate governance report has
been reviewed by Ernst & Young AB,

the report.

Corporate governance in AF

AF AB is a Swedish public limited com-
pany with its registered office in Stock-
holm. The company’s Class B shares are
listed on the NASDAQ OMX Stockholm
exchange.

Governance, management and control
are divided between the shareholders,
the Board of Directors, the CEO and the
company’s Group management in
accordance with applicable laws, rules
and recommendations and with AF’s
Articles of Association and internal regu-
lations.

The shareholders’ meeting is the com-
pany’s highest decision-making body and
is the forum in which the shareholders
exercise their voting rights. The Board of
Directors and the Chair of the Board are
elected at the Annual General Meeting
(AGM). The Board appoints the CEO. The
administration of the company by the
Board of Directors and the CEO, as well as

Nomination Committee

Auditors

. the company’s financial reporting are
reviewed by the external auditor
. appointed by the AGM.

For the purpose of streamlining and

strengthening its work in certain areas,

the Board has appointed an Audit Com-
| mittee and a Remuneration Committee.
One important support function for the
Audit Committee is AF’s Internal Audit

¢ Function.

whose opinion follows immediately after

AF applies the Swedish Corporate

. Governance Code (available at www.cor- |

porategovernanceboard.se), and has
made no deviations from this during
2014. AF complies with the NASDAQ
OMX Rule Book for Issuers (available at
www.nasdaqomx.com) and generally

¢ accepted stock exchange practice.

The most important internal instru-
ment of governance is the Articles of

meeting. In addition, there are the

Board’s Rules of Procedure and the

Board’s instructions for the CEO.
Internal policies and instructions

constitute essential management docu-
i ments for the whole company, clarifying
i responsibility and authority within

specific areas, such as information secu-
rity, regulatory compliance and risk
management.

: Ownership structure
AF has issued two classes of share:
. Asharesand B shares. Each A share is

entitled to 10 votes, and each B share to

SHAREHOLDERS
Shareholders through General
Meeting

BOARD OF DIRECTORS

PRESIDENT/CEO

Group
functions and processes

1vote. On 17 June 2014, a share split was
implemented, in which each existing
share was divided into two new shares
(2:1 split). At the end of 2014, the total
number of shareholders was 8,877 and
the total number of shares amounted to
78,204,970, of which 3,217,752 were
Class A shares and 74,987,218 Class B
shares, with the company holding
953,094 of its own Class B shares. The

total number of votes was 107,164,738.

The largest shareholders at the end of
the year were the AForsk Foundation
with 37.1 percent of the votes, Swedbank
Robur funds with 5.0 percent and
Handelsbanken funds with 4.5 percent
of the votes.

AF’s Annual General Meeting

The shareholders’ meeting held within
Association adopted by the shareholders’

six months of the end of the financial
year, and which approves the income
statement and balance sheet, is called
the Annual General Meeting. Sharehold-
ers who are registered in the share regis-

ter on the record day, and who have

given sufficient notice of participation,
have the right to participate in the share-
holders’ meeting. The notice convening
the AGM is published on the company’s
website and advertised in the Swedish
Official Gazette. The fact that the notice

. convening the AGM has been published
. isadvertised in Dagens Industri. The
. 2014 AGM was held at AF’s Group Head

Office in Solna, Sweden, on 5 May 2014.

The Audit Committee «———Internal Control

The Remuneration
Committee

GROUP MANAGEMENT TEAM

Industry Division
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Infrastructure Division

International Division

Technology Division
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In total, 138 shareholders participated,

representing 46 percent of the share cap-

ital and 61 percent of the votes. In addi-
tion to the election of the Board of Direc-
tors, the AGM resolved, among other
things, on the introduction of the Perfor-
mance-related Share Programme (PSP)
2014, and also authorised the Board

to acquire and transfer the company’s
own shares and to make a new issue of
Class B shares. The minutes of the meet-
ing together with all the documentation
issued prior to the AGM are available on
the AF website, under the section for
Corporate Governance.

Nomination Committee

the 2014 AGM, the members of the Nom-
ination Committee shall be appointed by
atleast three and at most five of the
shareholders with the largest number of
votes in the company. In addition, the
Chair of the Board shall be a member of
the Nomination Committee. Since mate-
rial changes in ownership took place in
the ownership structure of AF after the
appointment of the members of the
Nomination Committee preparing for
the 2015 AGM, an additional member
has been appointed to the Nomination
Committee preparing for the 2015 AGM
in accordance with the policies for the
Nomination Committee adopted by the
2014 AGM. The names of the members of
the committee shall be announced no
later than six months before the AGM.

The Nomination Committee in prepa-
ration for the 2015 AGM comprises: Staf-
fan Westlin (Chair), appointed by The
AForsk Foundation; Annika Andersson
appointed by Swedbank Robur; Frank
Larsson, appointed by Handelsbanken
Asset Management; Anders Narvinger,
Chair of the Board; Henrik Schmidt,
appointed by Montanaro Asset Manage-
ment; Johan Strandberg, appointed by
SEB Investment Management; and Karl
Aberg, appointed by CapMan.

CORPORATE GOVERNANCE REPORT

92

Duties of the Nomination Committee

The Nomination Committee submits
proposals, prior to the AGM, on the
number of Board members, the composi-

. tion and remuneration of the Board, and
i any fees payable for committee work.

The committee shall also submit propos-
als on who is to chair the Board of Direc-

. tors and the AGM, as well as on auditors
i and their remuneration. In accordance

with its remit, the committee shall also
carry out any other duties assigned to it

. under the Swedish Corporate Govern-
. ance Code.

The work of the Nomination

. Committee
In accordance with a resolution passed at

In the period up to and including Febru-
ary 2015 the committee has held three

i minuted meetings and maintained con-
tact between meetings. To assess how

¢ well the present Board of Directors

. meets the demands that will be placed on
the Board in consequence of the compa-

¢ ny’s position and future focus, the com-

. mittee has discussed the size and compo-
. sition of the Board in relation to, for

¢ example, experience in the industry and

.~ specialist expertise. As a basis for the

. committee’s work, the Chair of the Board
¢ hasinformed the committee about the
work of the Board during the year and of

. the work undertaken by the Audit Com-

! mittee and the Remuneration Commit-

tee. The Nomination Committee has also

. considered the results of the evaluation
. of the Board and its work, and inter-
¢ viewed individual members of the Board.

No remuneration has been paid for

. work on the committee. All shareholders
. areentitled to approach the committee
¢ with suggestions for Board members.

The committee’s proposals, the report on

. the committee’s work prior to the 2015
. AGM, and supplementary information

on the proposed members of the Board
will be published in connection with the

¢ notice convening the 2015 AGM, and will
© be presented at the 2015 AGM.

. Board of Directors
. The Board of Directors of AF shall

consist of a minimum of six and a maxi-
mum of ten members, with a maximum

. of five deputies, appointed by the AGM.
: From and including the 2014 AGM, there

are eight directors without deputies.
The CEO is not a member of the Board.

. Inaddition, the employees have two
. ordinary representatives on the Board,

with two deputies.
The following members were re-

elected to the Board of Directors for
i 2014: Marika Fredriksson, Anders

Narvinger, Bjorn O. Nilsson, Maud
Olofsson, Joakim Rubin, Kristina

- Schauman and Anders Snell. Staffan
. Jufors was elected as anew member of

the Board. Anders Narvinger was elected

¢ bythe AGM to serve as Chair of the
i Board up until the close of the next AGM.

The CEO, Jonas Wistrom participates

in Board meetings to present reports.

. The Group’s CFO, Stefan Johansson,

¢ also participates to present reports, and
. Viktor Svensson, AF’s Head of Market-

. ing, participates as Secretary to the

¢ Board. For more information on the
Board of Directors, please refer to pages
. 96-97 of the annual report.

The fees paid to the Board of Directors

are determined by the AGM after the
: suggestion of the Nomination Commit-
. tee. The Chair and members of the Audit

Committee and Remuneration Commit-

. teeare paid an additional fee.

Independence

The composition of the Board of AF

. meets the requirements for independent
. directors laid down by the Swedish Cor-
¢ porate Governance Code. Members of

the Board Bjoérn O. Nilsson and Anders

. Snell are dependent in relation to the
. largest shareholder by voting rights in

AF, but are not dependent of the com-
pany or Group management. None of the

. other members of the Board are depend-
. entin relation to the company’s major

shareholders, the company or Group
management.
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The work of the Board of Directors
Each year the Board produces a written
formal work plan which sets out the
responsibilities of the Board, and which
governs the allocation of duties among
Board members, the rules for decision-
making, dates and times of Board meet-
ings, notification, agenda and minutes
for Board meetings, and the Board’s
work with accounting and auditing mat-
ters. The AF Board holds an inaugural
meeting immediately after the AGM.
Thereafter, the Board is required to meet
at least four times per calendar year.
Every ordinary Board meeting follows
the agenda set out in the Board’s formal
work plan, which includes a report from
the CEO, a financial report and various
strategic matters.

The Board of Directors has elected to
appoint a Remuneration Committee and
an Audit Committee.

During the year, the Board held eleven
meetings in addition to the inaugural
meeting, including two telephone meet-
ings for which the relevant documenta-
tion was sent out in advance. Four of the
meetings were held in connection with
the publication of the company’s interim
reports.

The work of the Board revolves mostly
around strategic issues, business plans,
budgeting, accounts and acquisitions, in
addition to other decisions which, under
the company’s decision-process rules,
are dealt with by the Board. Employee
representatives’ deputies attend only
when the employee representative is
absent and in conjunction with the inau-
gural meeting of the Board. Reports on
the progress of the company’s opera-
tional activities and finances are a stand-
ing item on the agenda. A strategy semi-
nar was held at the meeting in Septem-
ber, and included a thorough review of
each division. Most of the ordinary
Board meetings include an in-depth
presentation of one of AF’s business
areas or departments. On one occasion
each year, the Board discusses issues
related to succession planning for senior
executives in the company.
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During 2014, the Board met with the

¢ company’s auditors without the presence !
¢ ofthe management on one occasion. '

Attendance at Board and
Committee meetings, 2014

. Attendance at Board meetings during
i theyear was very good. All directors

attended every Board meeting. The
employees have been represented by
ordinary employee representative mem-

bers or deputies. The Audit Committee
and the Remuneration Committee meet-
i ingsrecorded full attendance at every

meeting.

. Evaluation of the Board of Directors
and the CEO

! Once ayear, the Chair of the Board initi-
. ates an evaluation of the work of the
Board by issuing each director with a

¢ detailed questionnaire, which is
answered anonymously. The question-

. naire covers areas such as the climate of
cooperation, the breadth of expertise

i available and the manner in which the

. work of the Board has been carried out.
The object of the evaluation is to obtain

¢ anunderstanding of the directors’ opin-
. ions on how the work of the Board has
been carried out, and what measures :
: may be taken to improve the efficiency of :
. this work. The results of the evaluation
are discussed individually by the Chair
¢ with each director, as well as with the

Board as a whole, and communicated to

¢ the Nomination Committee.

The Board of Directors evaluates the

work of the CEO on an ongoing basis, by
¢ monitoring the progress of the business

against the targets that have been set.
A formal evaluation is carried out once

. ayear, and the results are discussed with
. the CEO.

The Remuneration Committee
The task of the Remuneration Commit-

¢ teeisto prepare the guidelines for the _
¢ remuneration of senior executives which :
is then decided by the AGM, and to sub-

mit proposals to the Board for the salary
and terms and conditions of the CEO.

The committee also deals with matters
relating to the salary and terms and con-
ditions of employment for senior execu-
tives who report directly to the CEO, and
overall terms of employment and remu-
neration packages for all of the compa-
ny’s employees. The Remuneration
Committee reports to the Board.

Since the inaugural meeting of 2014,
the Remuneration Committee has con-
sisted of Anders Narvinger (Chair),

Anders Snell and Marika Fredriksson.

The CEO and the HR Manager partici-
pate as co-opted members. The commit-
tee has held two minuted meetings.

The Audit Committee
The Audit Committee is a vital communi-
cations link between the Board and the
company’s auditors. The Audit Commit-
tee supports the work of the Board by safe-
guarding the quality of financial reports
and following up the results of the reviews
and audits carried out by the external
auditors. The company’s internal audit
staff support the committee in its work.
Since the inaugural Board meeting in
2014, the Remuneration Committee has
consisted of Kristina Schauman (Chair),

Anders Narvinger and Joakim Rubin.

Ernst & Young AB, the company’s audi-
tors, were represented by Hamish
Mabon as auditor in charge at three of
the four meetings, and, in his absence,
by Erik Sandstrém, Authorised Public
Accountant. The CFO and the manager
responsible for the Group Accounting
and Reporting department attend as co-
opted members. The company’s internal
auditors attended as rapporteur when
needed. The committee held four min-
uted meetings.

Auditors

The Nomination Committee is tasked
with proposing auditors for approval by
the AGM. The auditors work for and on
behalf of the shareholders to audit the
company’s accounting records, the
annual accounts and the administration
of the Board of Directors and the CEO.
A full audit of the annual report and the
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consolidated financial statements is
carried out. The auditors also carry out
an examination of the nine-month
interim report for the period up to Sep-
tember each year, and attend the meet-
ings of the Audit Committee. An exami-
nation is also carried out of the Group’s
corporate governance report and of

compliance with the guidelines approved

by the AGM relating to remuneration to
senior executives.

The 2014 AGM reappointed the
accounting firm Ernst & Young AB,
represented by Hamish Mabon as the
newly appointed auditor in charge, to
serve to the end of the AGM in 2015.

The CEO and Group management
The Board of Directors has delegated
operational responsibility for the admin-
istration of the company and the Group
to the company’s CEO. The CEO leads
operations within the framework laid
down by the Board. The Board has
adopted instructions for the division of
responsibility between the Board and the
CEO. These are updated and approved
each year.

The CEO has appointed a Group man-
agement team with day-to-day responsi-
bility for various aspects of the Group’s
operation. AF’s Group management nor-
mally meets once a month to discuss
matters such as the Group’s financial
performance, acquisitions, Group-wide
development projects, succession plan-
ning and competence development,
together with various other strategic
issues. During 2014, ten minuted meet-
ings were held, as well as a two-day
meeting with additional Group manag-
ers invited.

Once a month the CEO and the CFO
discuss each of the divisions’ income
statements, balance sheets, key figures
and major projects with the relevant
president and controller. In addition,
meetings are held three times a year to
discuss longer-term matters, focusing on
HR, strategy and budget.

Since October 2014 Group manage-
ment has consisted of the CEO, divi-
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sional Presidents, CFO, General Counsel,
Executive Vice President for Corporate
Information, head of Business Develop-
ment and M&A, AF’s Network Manager,
Sustainability Manager, HR Manager
and the PA to the CEO, who serves as
secretary to Group management. For
further information about the members
of Group management, please see pages
98-99 of the annual report.

The Board’s description of internal
controls

The Board’s responsibility for internal
controls is regulated in the Swedish
Companies Act and the Swedish Corpo-
rate Governance Code, which set out
requirements for annual external disclo-
sures on how internal controls over
financial reporting are organised.

Board members must keep themselves
informed about the state of affairs in the
company and evaluate the internal con-
trol system on a regular basis. Internal
controls at AF are designed to ensure
that the company’s operations are effi-
cient and fit for purpose, that financial
reporting is reliable, and that applicable
laws and regulations are complied with.
AF divides its internal controls over
financial reporting into the following
components: Control environment, Risk
assessment, Control activities, Informa-
tion & Communication, and Follow-up.

Control environment
The control environment constitutes the

. basis for internal controls over financial

reporting. One important aspect of the
control environment is that decision
paths, authority and responsibility are
clearly defined and communicated

between different levels of the organisa-

tion, and that guidance documents are
available in the form of policies, guide-
lines and manuals.

A description of AF’s internal control
system is included in the company’s pro-
cess-orientated business management
system used for managing and support-
ing day-to-day business operations. This
sets out the organisational structure,

together with the authority and responsi-
bility vested in the various roles in the
business. The process orientation of the
management system guides users to the
relevant routines and appropriate tools
for the particular task in question, thus
providing a sound basis for compliance
with requirements and expectations for
an appropriate control environment. The
management system is available to all
employees via the AF intranet.

Risk assessment

. AF’srisk assessment in respect of finan-
cial reporting aims to identify and evalu-
ate the key risks affecting financial

i reporting in the Group’s companies,
business areas, divisions, processes and
operations, all of which can affect finan-

¢ cial reporting. Risk assessment forms the
. basis for risk management and control,
as well as control targets that help to

¢ ensure that the fundamental require-
ments of external financial reporting are

. met. The risks are assessed, reported and
managed by AF centrally together with

¢ the divisions. Risks are also assessed and
managed in other contexts; for example,
risks associated with fixed-price projects
© and acquisitions.

Control activities

¢ Inorder to ensure that the business is

. run efficiently and that the scheduled
financial reports consistently provide a

¢ fair presentation of the situation, each

. process has a number of built-in control
activities. These involve all levels of the
© organisation.

Responsibility for implementing con-
trol activities at AF is allocated appropri-
ately within the organisation, with clear
roles ensuring effectiveness and reliabil-
ity. Specific internal control activities are
in place, with the aim of identifying or
preventing the risk of reporting errors.
For all AF units, including those outside
Sweden, result analysis takes place con-
tinuously. Other control activities are
carried out through the finance functions
of the various divisions and AF AB’s
Group Accounting and Reporting
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department. All accounting and report-

ing activities for AF’s Swedish operations

are centralised under AF Business Ser-
vices (ABS) at the Group’s head office,
using standardised control processes.

Control activities at ABS include profit

analyses and other controls in respect of

revenue and receivables, payments, non- |

current assets, work in progress, wages
and salaries, VAT/tax, book-keeping,
consolidation and reporting as well as
the maintenance of databases.

Information and communication
Information about and the communica-
tion of policies, process descriptions,
routines and tools applicable to financial
reports are contained in the manage-
ment system that is available to the rele-
vant personnel via the AF intranet.
Updates are carried out in the event of
any changes in internal or external
requirements or expectations with
regard to financial reports.
Communication with internal and

external parties is governed by a commu-
profit centre, and the reports on the

financial performance of assignments :
. reflect the highest standards of reliability :

nication and IR policy, which sets out
guidelines for the form this should take.
The policy aims to ensure that all disclo-
sure obligations are met properly and in
full. Internal communication aims to
ensure that every employee understands
AF’s values and business activities.
Information is actively communicated
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on an ongoing basis through the Group’s
intranet and other channels in order to
keep employees informed.

Follow-up

Compliance and the efficacy of internal
controls are followed up on an ongoing
basis by both the Board and manage-
ment to guarantee the quality of the pro-

cesses. The company’s financial situation :

and strategy in respect of its financial
position are considered at every Board
meeting. The Board also receives
detailed monthly reports on the compa-
ny’s financial position and the develop-
ment of the business. The Audit Commit-

. tee fulfils an important function by guar-

anteeing control activities for key risk
areas in the financial reporting process.
The Audit Committee, management and
the internal audit function regularly fol-

. lowup any reported non-conformances.
. AF’s system for financial management

and control paves the way for effective

financial follow-ups throughout AF.

Monthly reports are submitted for each

and detail. Any errors that are identified
and any measures that are taken are
reported to the next level up in the line
organisation. AF’s internal audit func-

tion carries out independent audits to

AUDITORS’ REPORT ON THE CORPORATE GOVERNANCE STATEMENT

To the annual meeting of the shareholders of AF AB corporate ID No. 556120-6474

It is the Board of Directors who is
responsible for the corporate govern-
ance statement for the financial year
2014 on pages 91-95 and that it has
been prepared in accordance with the
Annual Accounts Act.

We have read the corporate govern-
ance statement and based on that
reading and our knowledge of the
company and the Group we believe
that we have a sufficient basis for our

AF ANNUAL REPORT 2014

opinions. This means that our statu-
tory examination of the corporate gov-
ernance statement is different and
substantially less in scope than an
audit conducted in accordance with
International Standards on Auditing
and generally accepted auditing
standards in Sweden.

In our opinion, the corporate gov-
ernance statement has been prepared
and its statutory content is consistent

i monitor whether the internal control
and management systems live up to AF’s
internal ambitions and external require-
' ments and expectations. Priority areas

. for AF’s internal audits are the AF brand,
AF’s values and ethics, processes and

. systems, as well as the assignments that
AF has undertaken to perform. Reports
are submitted to the CEO and the

Board’s Audit Committee.

Sustainable enterprise

. AF focuses on long-term strategic work
aimed at ensuring the company becomes
amore sustainable business. The ten

i principles of the UN Global Compact and
. the OECD’s guidelines are fundamental
to this work. The company’s sustainabil-
! ity objectives govern the priorities set in

. this area. This sustainability work is
intended to contribute to the company’s

¢ growth and is, therefore, followed up by

. both the Board of Directors and by
Group management. For further details

about the work that AF is engaged in
with regard to sustainability, please see

: pages 37—45 of the annual report.

Stockholm, 6 March 2015
The Board of Directors of AF AB

with the annual accounts and the
consolidated accounts.

Stockholm, 11 March 2015
Ernst & Young AB

Hamish Mabon
Authorised Public Accountant

Erik Sandstrém
Authorised Public Accountant
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Board of Directors

Anders Narvinger

Marika Fredriksson

Staffan Jufors

Bjorn O. Nilsson

ilrkl

Maud Olofsson

Chairman of the Director and member Director Director Director

Board, Chairman of of the Remuneration

the Remuneration Committee

Committee and

member of the Audit

Committee
Elected

2011 2013 2014 2010 2013
Born

1948 1963 1951 1956 1955
Education

Master of Engineering,  Master of Business Graduate business Doctor of Technology, Upper Secondary

Faculty of Engineering,
Lund University, and
graduate in econom-
ics, Uppsala Univer-
sity.

Administration,
Hanken School of
Economics, Helsinki.

Current position and other significant duties outside AF

administrator, Goth-
enburg School of
Business, Economics
and Law.

M.Sc., Royal Institute
of Technology (KTH),
Stockholm.

School diploma.

Professional experience

Chair of the Board of
Alfa Laval AB, Capio
Holding AB and Coor
Service Management
Group AB. Director of
JM AB and Pernod-
Ricard SA.

CFO, Vestas Wind
system A/S. Director
of Ferronordic
machines.

Director of Akelius
Residential Property
AB, Haldex AB (publ)
and Nordens Ark.

Professor, CEO and
member of the Royal
Swedish Academy of
Engineering Science
(IVA), Senior lecturer
at the Royal Institute
of Technology, Stock-
holm. Chairman of the
Board of Biolnvent
International AB and
of the AForsk Founda-
tion. Director of
SwedNano Tech AB.

Chair of the Board of
Visita. Director of
Arise AB, Dios
Fastigheter AB and
Envac AB.

CEO of Teknikféreta-
gen, former President
and CEO of ABB
Sverige.

Shareholding as at 31 December 2014

Member of the Senior
Management team of
Volvo Construction
Equipment, Autoliv
and Gambro.

President of Volvo
Trucks and Volvo
Penta, and Chair of
Volvo Buses.

Deputy President,
Biovitrum AB; Presi-
dent KaroBio AB,
Director of Research,
Amersham Pharmacia
Biotech AB.

Party Chair of the
Centre Party, Sweden's
Minister of Enterprise,
Energy and Communi-
cations, 2006-2011
and Sweden’s Deputy
Prime Minister, 2006—
2010.

10,000 B shares

CORPORATE GOVERNANCE REPORT

2,000 B shares

1,000 B shares
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Joakim Rubin

Director and member
of the Audit Commit-
tee

Kristina Schauman

Director and Chair of
the Audit Committee

Anders Snell

Director and member
of the Remuneration
Committee
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Anders Forslund

Director, employee
representative

Anders Toll

Director, employee
representative

2012 2012 2009 2012 2009
1960 1965 1950 1974 1955
Master of Engineering,  MBA, Stockholm Master of Chemical Graduate Engineer, Engineer.

Institute of Technol-
ogy, Linképing Univer-
sity.

School of Economics.

Engineering, Royal
Institute of Technol-
ogy (KTH),
Stockholm.

Faculty of Engineering,
Lund University.

Founding Partner of
Zeres Capital Partners
and Senior Partner

at CapMan, a Finnish
venture capital com-
pany. Director of
B&BTOOLS AB,
Intrum Justitia AB
and Sanitec Abps.

Director and Chair of
the Audit Committee
of Apoteket AB,
BillerudKorsnds AB
and Orexo AB. Director
of Livférsakrings-
bolaget Skandia,
6msesidigt. Director
of Save the Children’s
Advisory Board in
Sweden.

Chair of the AForsk
Foundation and
Wibax AB.

Employed in AF's
Industry Division.

Employed in AF's
Industry Division.

Deputies

IdaYveborg
Deputy for
Employee representative.

Elected: 2014

Born: 1979

Education: M. Sc., Institute

of Technology, Linképing
University.

Other appointments:
Employed in AF’s Technology
Division.

Holding, 31 December 2014: 0.

Bengt Lerkén
Deputy for
Employee representative.

Elected: 2013

Born: 1950

Education: Engineer

Other appointments:
Employed in AF’s Technology
Division.

Holding, 31 December 2014:
2013 convertible programme:
nominal amount SEK 20,000.

Head of Corporate
Finance and Dept
Handelsbanken Capi-
tal Markets.

CFO of OMX, Carne-
gie and Apoteket AB,
CEO of Apoteket AB
and CFO of Investor

AB.

Formerly with Billerud-
Korsnds AB.

Automation engineer,
Industry Division.

Inspection Engineer,
Project Engineer at
Industry Division.

AF ANNUAL REPORT 2014

2012 convertible pro-
gramme: nominal
amount SEK 60,000.
2013 convertible pro-
gramme: nominal
amount SEK 60,000

2012 convertible pro-
gramme: nominal
amount SEK 20,000

Auditors

Ernst & Young AB

Auditorin charge
Hamish Mabon
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Fredrik Nylén
President, Technology Division

Employed: 2008

Born: 1971

Education: MSc, Business and Economics,
Uppsala University and BSc, Constructional
Engineering, Royal Institute of Technology,
Stockholm

Professional experience: Consultant, Group
Manager, Regional Manager SWECO, Busi-
ness Area Manager AF, Deputy Divisional Man-
ager, AF

Holding: 9,492 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK100,000

2013 Staff Convertible Programme: nominal
amount SEK 1,500,000

Marie Edman
PA to the President

Employed: 2010

Born: 1953

Education: Managerial Secretary studies; PR &
Business Communication, IHM Business School
Professional experience: PA to the President at
Proffice, Electrolux Cleaning Appliances and
Skandex

Holding: 1,274 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK 1,500,000

2013 Staff Convertible Programme: nominal
amount SEK 1,500,000

All holdings include related parties and are as at 31 Dec 2014.
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roup management

%

Per Magnusson
President, Industry Division

Employed: 2006

Born: 1954

Education: Electrical power engineering, Pol-
hem Technical Upper Secondary School, and
advanced supplementary courses in econom-
ics, marketing, and business development.
KTH Executive School

Professional experience: Plant Engineer ASEA
AB, consultant Rejlers Ingenjérer AB, Consult-
ing Manager J&W AB, Sigma AB, CEO Benima
SydVast

Holding: 13,418 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK1,500,000

2013 Staff Convertible Programme: nominal
amount SEK 500,000

Stefan Johansson
CFO

Employed: 2011

Born: 1958

Education: MBA, Linképing University
Professional experience: CFO Haldex and Duni,
and various positions inthe ABB Group
Holding: 15,004 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK1,500,000

2013 Staff Convertible Programme: nominal
amount SEK1,500,000

Viktor Svensson
Executive VP, Group Sales & Marketing

Employed: 2003

Born: 1975

Education: MBA, Blekinge Institute of Tech-
nology

Professional experience: Stock market journal-
ist at Finanstidningen

Holding: 16,250 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK 1,500,000

2013 Staff Convertible Programme: nominal
amount SEK 1,500,000

Jonas Wistrom
President and CEO

Employed: 2002

Born: 1960

Education: M.Sc., Royal Institute of Technology
(KTH)

Other appointments: Director of Teknikféreta-
gen (the Swedish Engineering Industry Employ-
ers’ Association), Business Sweden. Member

of the Royal Swedish Academy of Engineering
Sciences (IVA) and Director of IVA's Business
Executives Council

Professional experience: President/CEO Prevas
AB, Managing Director Silicon Graphics, northern
Europe, Manager Sun Microsystems Sweden
Holding: 64,262 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK 3,060,000

2013 Staff Convertible Programme: nominal
amount SEK 3,060,000



Ulrika Lundgren
Vice President M&A and
Corporate Development

Employed: 2012

Born: 1970

Education: MBA, Stockholm School of Economics
Professional experience: M&A and strategic
business development at Saab AB, Gambro,
Investor and Handelsbanken Capital Markets
Holding: 1,484 Class B shares

2013 Staff Convertible Programme: nominal
amount SEK 1,500,000

Christer Carmevik
AF Network

Employed: 2012

Born: 1964

Education: M.Sc,, Institute of Technology,
Linkdping University

Professional experience: Designer, Pro-
ject Manager and Product Manager at Stiga;
Engineering Manager, Combitech Traf-

fic Systems; Chief Designer, Swedrive; and
consultant, Consulting Manager, MD of sub-
sidiary and business developer, Epsilon
Holding: 152 Class B shares

Mats Pdahlsson
President, Infrastructure Division

Employed: 2009

Born: 1954

Education: M. Sc. Civil Engineering,

Luled University of Technology
Professional experience: Site Engineer, Skanska,
CEO of SWECO VBB Viak and SWECO VBB,
Business Area Manager AF Infrastructure
Planning

Holding: 14,480 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK1,500,000

2013 Staff Convertible Programme: nominal
amount SEK 1,500,000

Roberto Gerosa
President, International Division

Employed: 2007

Born: 1965

Education: M.Sc., Swiss Federal Institute of
Technology, Zirich

Professional experience: CEO AF-Colenco Ltd,
Switzerland, CEO Colenco Power Engineering
Ltd, Switzerland

Holding: 31,011 Class B shares

Emma Claesson
Vice President,
Human Resources & Communications

Employed: 2014

Born: 1974

Education: MBA, Uppsala University
Professional experience: VP HR SSAB EMEA,
Director Leadership & Competence Develop-
ment SSAB, Management Consultant Accenture
Holding: O

Jacob Landén
General Counsel

Employed: 2008

Born: 1965

Education: LL.B., Uppsala University
Professional experience: Legal profession
Holding: 10,236 Class B shares

2012 Staff Convertible Programme: nominal
amount SEK1,500,000

2013 Staff Convertible Programme: nominal
amount SEK1,500,000

Nyamko Sabuni
Vice President, Sustainability

Employed: 2013

Born: 1969

Education: Law, Uppsalg; Information and Com-
munication, Berghs School of Communication;
Migration Policy, Mdlardalens University
Professional experience: Project Manager,
Folksams sociala rad, Communications Advisor
Geelmyuden. Kiese, Member of the Swedish
Parliament, Committee onIndustry and Trade,
Minister of State.

Holding: 177 Class B shares
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Healthyreturn
for the shareholders

The price of AF’s Class B share rose by 12 percent during 2014 and the total
shareholder return, including dividends, amounted to 15 percent. Institutional
interest remained high during the year, with a sharp increase in the number
of shareholders. The liquidity of the share fell slightly, but remained the
second-highest over the last five-year period.

AF’s Class B shares have been quoted on
the Stockholm Stock Exchange since
January 1986. Prior to that, AF traded as
a cooperative association from 1895
until 1980 and as a joint-stock company
from 1981.

AF’s Class B shares are traded on the
Nasdaq Stockholm exchange’s Mid Cap
list under the “AF B” ticker. At the end of
the year, the combined market capitali-
sation of the company’s shares, includ-
ing Class A shares, was SEK 9,734 mil-
lion (8,703).

Price trend and turnover

The AF B share was valued at SEK
126.00 at the end of the year, an increase
of 12 percent in 2014. Including rein-
vested dividends of SEK 3.25, the total
return on the share was 14.9 percent.
The OMX Stockholm rose by 11.9 per-
cent during the same period.

Measured over the past five-year
period, 2010—2014, the AF B share’s
total return was 204 percent compared
with 84 percent for the SIX Return
Index.

During the year a total of 21,444,797
shares (39,832,262) were traded for an
aggregate value of SEK 2,492 million
(3,520).

A 2:1share split was carried out in 2014. The comparative figures
have been adjusted.

The average turnover per trading day
was 86,124 shares (159,329), corre-
sponding to SEK 10.0 million (14.1). The
share was traded on all trading days.

Dividend policy and dividend

The AF Board of Directors has adopted a
dividend policy according to which the
dividend corresponds to approximately
50 percent of the consolidated profit
after tax excluding capital gains.

For the company’s operations during
2014 the Board of Directors proposes a
dividend of SEK 3.50 per share (3.25),
equivalent to a pay-out ratio of 49 per-
cent.

2:1 share split

The 2014 AGM approved a proposal
from the Board of Directors for a 2:1
share split. After this, the number of
shares is 78.2 million.

Share buy-backs, 2014

As of 31 December, AF held a total of
953,094 (847,576) of the company’s own
Class B shares related to the Perfor-
mance-related Share Programmes for
2011, 2012, 2013 and 2014, and O
(767,300) of the company’s own Class B
shares related to the Staff Convertible

Programmes for 2012 and 2013. In 2014,
atotal of 430,000 (767,300) AF shares
were repurchased. Of AF’s total share-
holdings, 767,300 (1,117,564) were can-
celled during the year and 324,482
(80,424) were used to match the 2010
and 2011 share programs.

AF’s Vision 2020 unveiled on capital
market day

The company has an ongoing long-term
communication strategy towards the
capital market, and interest in the AF
share remained strong in 2014.

The CEO, CFO and Executive Vice
President Corporate Information took
part in almost 50 investor meetings dur-
ing 2014.

A capital market day was held in
March 2014, with over fifty people
attending and with Ericsson’s CTO Ulf
Ewaldsson as guest speaker. AF Vision
2020 was unveiled on the capital market
day, presenting financial targets up to
2020. The targets include a sales target
of EUR 2 billion in 2020 and that AF
shall be the most profitable company
among its closest comparable competi-
tors in the industry and achieve an oper-
ating margin of at least 10 percent over a
business cycle.

Owners in Sweden and abroad

Size of shareholdings

Analysts who monitor AF regularly

31 December 2014 Percent of equity Number of share-  Shareholding, Name Company

Sweden 59.1 31 December2014 holders % Viktor Lindeberg Carnegie Investment Bank AB
Other Nordic countries 4.8 <500 4957 12 Johan Dahl Erik Penser Bankaktiebolag
Rest of Europe (excl. Sweden 501 - 5000 3,383 70 Staffan Aberg Handelsbanken Capital

and the Nordic countries) 24.7 >5,001 537 918 Markets

USA 10.6 Total 8,877 100.0 Erik Paulsson Pareto Securities AB

Rest of world 0.8 Stefan Andersson SEB Equities

Total 100.0 Mats Liss Swedbank Markets

THE SHARE AF ANNUAL REPORT 2014
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Price trend of AF B compared with the index and competitors within the industry during 2014
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Key ratios per share The ten largest shareholders as at 31 December 2014
SEK 2014 2013 2012 2011 2010 Class A Class B Share-

i ©
Share price, 31 December 12600 11250 7775 5550 69.63  ner shares shares holding, %  Votes %
Basic sarnings 716 670 507 454 1051 The AForsk Foundation 3,205,752 7,665,152 1390 37.07
Diluted earnings 703 6.60 501 451 1048 Swedbank Robur funds [0} 5,355,862 6.85 5.00
Equity attributable to share- SHB investment funds [0} 4,817,827 6.16 4.50
holders in the parent 5117 4733 4366 3619 3474 Norges Bank Investment
Yield, percent 28D 20 35 45 20 Management 6] 3,935,663 5.03 3.67
Proposed dividend 350 325 275 250 200  C9PManOy; 0 3500000 448 327
o . SEB investment funds [0} 3,090,982 395 2.88

Market capitalisation,
SEK million 9,734 8703 6068 3781 4,743 Nordea investment funds ¢} 2,489,714 318 2.32
A 2:1 share split was carried out in 2014. The comparative figures have been adjusted. Zeres Public Market Fund (0] 2,347,872 3.00 219
1 Based on proposed dividend .

Montanaro investment

funds 6] 2,129,884 272 1.99

Lannebo funds 0 2,100,000 2.69 196

Total other 12,000 37,554,262 48.04 35.15

Total shares 3,217,752 74,987,218 100.00 100.00
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Interview with Mats Liss, analyst, Swedbank

What do you think about AF’s performance over and be an important factor in achieving the objective of
the past year? doubling sales by 2020. Finally, consultants have a limited
The AF share has performed well over the past year, driven by need of capital and a flexible cost base, which enables them
good financial performance and a favourable stock market. to also cope with a weakening market.

What will be the decisive factor in AF’s growth Who should consider having AF shares

in the future? in their portfolio?

AF is expected to have a healthy profit growth over the next The AF share has benefited from strong value growth over a
years, not least thanks to the strong trend in infrastructure, Iongoperiod, and we expect this trend to continue. This earns
which AF benefits from as one of the major players. AF also the AF share a place as a bedrock share to have in a long-
enjoys strong acquisition-driven growth, which has term share portfolio.

reinforced profit growth. We expect this trend to continue

The trend in share capital

Change in

number of shares Total number of shares Totalshares  Share capital

Quota Class A Class B Class A Class B SEK

Year value Change shares shares shares shares Number thousand

AF issues convertibles

1984 to employees 727,460 727,460 36,373
1985 50 Redesignation -42,600 42,600 684,860 42,600 727,460 36,373
1986 50 New issue and Class B share floated on A list 300,000 684,860 342,600 1,027,460 51,373
1987 20 Bonusissue and split 684,860 1,370,060 1,369,720 1,712,660 3,082,380 61,648
1990 20 Conversion of convertibles from 1984 269,420 480,580 1,639,140 2,193,240 3,832,380 76,648
1994 20 Redesignation -810,475 810,475 828,665 3,003,715 3,832,380 76,648
1996 20 Bonusissue 414,332 1,501,857 1,242,997 4,505,572 5,748,569 114,971
1997 20 Redesignation -840,778 840,778 402,219 5,346,350 5,748,569 114971
2004 20 Newissue 175,807 402,219 5,522,157 5,924,376 118,488
2005 20 Newissue 37,766 402,219 5,659,923 5,962,142 119,243
2006 10 Split2:1 402,219 5,559,923 804,438 11,119,846 11,924,284 119,243
2006 10 Newissue 1,121,527 804,438 12,241,373 13,045,811 130,458
2006 10 Newissue 3,232,164 804,438 15,473,537 16,277,975 162,780
2007 10 New issue 90,951 804,438 15,564,488 16,368,926 163,689
2007 10 Conversion of staff convertibles from 2005/2008 566,307 804,438 16,130,795 16,935,233 169,352
2008 10 Conversion of staff convertibles from 2005/2008 94,268 804,438 16,225,063 17,029,501 170,295
2010 5 Split2:1 804,438 16,225,063 1,608,876 32,450,126 34,059,002 170,295
2012 S5 Non-cashissue 5,985,915 1,608,876 38,436,041 40,044,917 200,225
2013 5 Cancellation -558,782 1,608,876 37,877,259 39,486,135 197,431
2014 5 Cancellation —-383,650 1,608,876 37,493,609 39,102,485 195,513
2014 25 Split21 1,608,876 37,493,609 3,217,752 74,987,218 78,204,970V 195,513

D Of which 953,094 shares are held by the company
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AF Offshore Race:

AF and Volvo combine
technology and expertise

The three-point belt is nowadays taken
for granted as a safety standard in every
car. So what will be the next technologi-
cal breakthrough for tomorrow’s car
safety? How are Volvo and AF working
together on developing safer cars?

In the middle of the 2014 AF Offshore
Race, the general public and boat lovers
could stroll along the pontoons along
Skeppsholmen in central Stockholm,
admire over 300 sailing boats and enjoy
the festive atmosphere.

Invited guests could also study expert
visions of the cars and traffic systems of
the future.

This took place at two seminars on
the theme “Why does the future require
smart cars?”, one for clients and one for
students and young professionals. Par-
ticipants included Hékan Samuelsson,
CEO of Volvo Cars, Jonas Wistrom CEO
of AF, Claes Tingvall, “the father of the
zero vision”, the Swedish Transport
Administration and Anders Berglund,
CEO of Google in Sweden.

i The message from the experts was that

- smarter cars will be with us much sooner
than many people think. The vehicle

© could, for example, be connected to an

. “information cloud”, and be able to
receive information on road conditions

: while driving. By extension, it will also

- be possible to link the vehicle’s informa-
tion system to the infrastructure, and

! this will make the vision of the autono-
mous car possible, along with the dream
of zero fatal accidents in traffic. _
{  Acrucial step on the way is Volvo Cars’
. Non-Hit Car and Trucks Project, in :
which AF is participating by developing
¢ asensor function with a 360° view

- around the car that is as realistic as pos-
sible and used in various functions to
avoid accidents and minimise injuries.

In general, adapting infrastructure to

new technology is progressing more

© slowly than developments in the indus-
try. The ability and experience to bring
together expertise from the Technology

and Infrastructure Divisions gives AF

¢ aflying start for the future, on the way
. towards driverless cars.

At a business seminar during the

AF Offshore Race, KSSS Business Cup,
AF’s Head of Marketing, Viktor Svensson,
and Volvo’s Director of Market Commu-

! nications, Per Carled, spoke on their own
company’s most important steps and
strategies to create strong brands in dif-

¢ ferent sectors.

2014 was AF’s fourth year as title

sponsor of the AF Offshore Race, and

Volvo Cars’ first year as a main sponsor.

Claes Tingvall, the Swedish
Transport Administration,
Maria Hakansson, Section
Manager of Traffic Planning
at AF, Anders Berglund,
CEO of Google Sweden

Hdékan Samuelsson, CEO of
Volvo Cars Jonas Wistrém
CEO of AF

* Johan Olsson, Olympic gold
medallist, Viktor Svensson,
Executive VP Sales &
Marketing, AF

AF ANNUAL REPORT 2014 AF OFFSHORE RACE



Five-year
financial summary, SEK

SEK million, unless otherwise stated 2014 2013 2012 2011 2010

Net sales and earnings

Net sales 8,805 8,337 5,796 5124 4,334
Operating profit/loss 756 722 481 426 806
Operating profit excluding non-recurring items 747 724 481 426 317
Profit after net financial income/expense 720 677 477 426 798
Profit/loss for the period 553 525 353 312 717

Capital structure

Non-current assets 4,638 4,499 4566 2,040 2,016
Current assets 2,666 2,575 2,950 2,083 1,934
Equity including non-controlling interest 3,955 3,674 3,422 2,450 2,361
Non-current liabilities 1,021 1,170 1,699 297 185
Current liabilities 2,328 2,230 2,395 1,376 1,406
Balance sheet total 7,304 7074 7516 4,123 3,950
Equity (average) 3,805 3,498 2,665 2,409 2,205
Total capital (average) 7,317 7,237 4,845 3,957 3,678
Capital employed (average) 5,005 4,736 3,143 2,682 2,508
Net debt (=) /net cash (+) -870 -853 -877 131 35
Key figures

Operating margin, percent 8.6 8.7 8.3 8.3 18.6
Operating margin excluding non-recurring items, percent 85 8.7 8.3 8.3 7.3
Profit margin, percent 8.2 8.1 8.2 8.3 184
Equity ratio, percent 541 519 45.5 59.4 59.8
Net debt/EBITDA, times 10 10 1.6 -0.3 -0.1
Net debt-equity ratio, percent 220 232 25.6 N/A N/A
Net cash-equity ratio, percent N/A N/A N/A 53 15
Current ratio, times 11 12 12 15 14
Return on equity, percent 145 15.0 133 130 325
Return on total capital, percent 10.4 10.1 10.2 110 220
Return on capital employed, percent 15.2 15.4 157 163 322
Interest cover, times 19.3 144 289 873 78.6
The AF share

Basic earnings per share, SEK 7.16 671 507 454 1051
Diluted earnings per share, SEK 7.03 6.60 501 451 10.48
Yield, percent 2.8 29 35 45 29
Equity per share basic, SEK 5117 47.33 43.66 36.19 3474
Equity per share diluted, SEK 4974 4586 42.66 3591 34.63
Cash flow from operating activities per share basic, SEK 7.78 545 7.09 6.13 298
Cash flow from operating activities per share diluted, SEK 7.55 SIS 6.97 6.10 297
Share price 31 December, SEK 126.00 112.50 77.75 55.50 69.63
Market capitalisation 9,734 8,703 6,068 3,781 4,743
Ordinary dividend per share, SEK 3.50 3.25 275 2.50 2.00
Other

Cash flow from operating activities 601 425 483 414 201
Cash flow from investment activities -238 -199 -1,226 -81 77
Cash flow from financing activities -367 -529 902 -315 -289
Capacity utilisation rate, percent 76.1 75.1 742 731 719
Average number of FTEs excluding associates 6,887 6,666 4808 4367 3,966

A 2:1 share split was carried out in 2014. The comparative figures have been adjusted.

D Proposed dividend.

FIVE-YEAR FINANCIAL SUMMARY AF ANNUAL REPORT 2014



Five-year
financial summary, EUR

EUR million, unless otherwise stated 2014 2013 2012 2011 2010
Closing day exchange rate 9.52 894 8.62 894 9.00
Average exchange rate 9.10 8.65 871 9.03 Q.54

Net sales and earnings

Net sales 968 Q64 665 568 503
Operating profit/loss 83 83 55 47 84
Operating profit excluding non-recurring items 82 84 55 47 &
Profit after net financial income/expense 79 78 55 47 84
Profit/loss for the period 61 61 41 35 75

Capital structure

Non-current assets 487 503 530 228 224
Current assets 280 288 342 233 215
Equity including non-controlling interest 416 411 397 274 262
Non-current liabilities 107 131 197 &8 21
Current liabilities 245 249 278 154 156
Balance sheet total 768 791 872 461 439
Equity (average) 418 404 306 267 231
Total capital (average) 804 837 556 438 385
Capital employed (average) 550 548 361 297 263
Net debt (-) /net cash (+) -91 -95 -102 15 4
Key figures

Operating margin, percent 8.6 8.7 8.3 8.3 18.6
Operating margin excluding non-recurring items, percent 8.5 8.7 8.3 8.3 7.3
Profit margin, percent 8.2 8.1 8.2 8.3 184
Equity ratio, percent 541 519 455 59.4 59.8
Net debt/EBITDA, times 10 10 1.6 -0.3 -0.1
Net debt-equity ratio, percent 220 232 25.6 N/A N/A
Net cash-equity ratio, percent N/A N/A N/A 53 15
Current ratio, times 11 12 12 15 14
Return on equity, percent 14.5 15.0 133 130 325
Return on total capital, percent 104 101 10.2 110 220
Return on capital employed, percent 15.2 15.4 15.7 163 322
Interest cover, times 193 144 289 373 78.6
The AF share

Basic earnings per share, EUR 0.79 0.78 0.58 1.00 2.20
Diluted earnings per share, EUR 0.77 0.76 0.58 1.00 2.20
Yield, percent 28 29 35 4.5 29
Equity per share basic, EUR 5.38 5.29 5.06 8.09 7.72
Equity per share diluted, EUR 5.23 K13 4.95 8.03 7.69
Cash flow from operating activities per share basic, EUR 0.85 0.63 0.81 1.36 0.62
Cash flow from operating activities per share diluted, EUR 0.83 0.61 0.80 1.35 0.62
Share price 31 December, EUR 1324 12.58 9.02 12.41 15.47
Market capitalisation 1,023 973 704 423 527
Ordinary dividend per share, EUR 0.37V 0.36 0.32 0.28 0.22
Other

Cash flow from operating activities 66 49 55 46 21
Cash flow from investment activities -26 -23 -141 -9 8
Cash flow from financing activities -40 -61 104 -35 -30
Capacity utilisation rate, percent 76.1 75.1 74.2 731 719
Average number of FTEs excluding associates 6,887 6,666 4,808 4,367 3966

A 2:1 share split was carried out in 2014. The comparative figures have been adjusted.

1 Proposed dividend.

AF ANNUAL REPORT 2014 FIVE-YEAR FINANCIAL SUMMARY



Definitions

Operating margin
Operating profit in relation to net sales

Profit margin
Profit/loss after net financial income/expense, in relation to
net sales.

Equity ratio
Equity including non-controlling interests in relation to the
balance sheet total.

Current ratio
Current assets in relation to current liabilities.

Return on equity
Profit/loss after tax in relation to average shareholders’ equity
including non-controlling interests.

Return on total capital

Profit/loss after net financial income/expense and restoration
of financial expenses, in relation to the average balance sheet
total.

Return on capital employed

Profit/loss after financial items and restoration of financial
expenses in relation to the average balance sheet total, minus
non-interest-bearing liabilities and net deferred tax.

Interest cover
Profit after financial items with the restoration of financial
expenses, in relation to financial expenses.

Earnings per share

Earnings attributable to the parent’s shareholders relative to
the average number of outstanding shares. AF shares held by
the company are not regarded as outstanding shares.

DEFINITIONS
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Yield
Dividend per share in relation to the year-end share price.

Equity per share
Equity attributable to the parent’s shareholders relative to the
total number of outstanding shares.

Cash flow per share
Cash flow from operating activities in relation to the average
number of outstanding shares.

Capacity utilisation
The time invoiced to clients as a percentage of the total time all
employees are present at work.

Average number of FTEs

Average number of FTEs during the year converted to the
equivalent number of year-long, full-time positions. The actual
number of employees is higher, owing to part-time employ-
ment and the fact that some employees work for only part of
the year.

Number of employees
Total number of employees at the end of the reporting period.

EBITDA
Operating profit/loss before interest rates, tax, impairment
and depreciation/amortisation.

Net debt/net cash

Interest-bearing liabilities (excluding contingent considera-
tion) and provisions minus cash, cash equivalents and interest-
bearing receivables.

Net debt-equity ratio
Net debt divided by equity including non-controlling interests.

AF ANNUAL REPORT 2014



Events and reports
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Scan the QR code into your phone or tablet to connect to AF’s Green Advisor Report
or Year-end report 2014.

Calender of events - 2015
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Eskilstuna railway bridge in Sweden is bathed in a stunning blue-green
shimmer that really accentuates the bridge for the passing train. The

lighting project was carried out by AF's award-winning lighting designers.
Photo: Sten Jansin




OICE

responsible sources a
4
485 FSC® C006484 ,II,

341142
PRINTED MATTER

Production: Hallvarsson & Halvarsson. Translation: Fluid Translation AB. Print: Ineko, Arsta, April 2015.
Photo: Olof Holdar, Lars Bahl (p. 18), Olof Thiel (p. 46), Sten Jansin (p. 18), and others.
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Head Office:

AF AB

Visitors’ address: Frésundaleden 2, Solna, Sweden
Postal address: SE-169 99 Stockholm, Sweden
Tel: +46 10 505 00 00

info@afconsult.com
For further information on addresses, please see
www.afconsult.com




INNOVATION
BY EXPERIENCE

AFisan engineering and consulting company for the
energy, industrial and infrastructure markets, creating
progress for our clients since 1895.

By connecting technologies we provide profitable,
innovative and sustainable solutions to shape the future
and improve people’s lives.

Building on our strong base in Europe, our business
and clients are found all over the world.

AF - Innovation by experience.

tel: +46 10 505 00 00

www.afconsult.com
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