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Notes and accounting principles

Financial values in the tables of accounts are in thousands of SEK unless
otherwise stated.

1 Accounting principles

1.1 Compliance with standards and legislation

The consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS) issued by the Interna-
tional Accounting Standards Board (IASB) and interpretations published by
the International Financial Reporting Interpretations Committee (IFRIC)
approved by the European Commission for application in the EU. The Swedish
Financial Accounting Standards Council’s recommendation RR 30:6 “Sup-
plementary accounting regulations for groups” has also been applied.

The parent company applies the same accounting policies as the Group
except as stated below in the section “Parent company accounting policies”.
The differences between the accounting policies of the parent company and
the Group are due to limitations in the parent company’s scope to apply IFRS
imposed by the Swedish Annual Accounts Act and the act on the safeguard-
ing of pensions benefits (Tryggandelagen), and in some cases due to tax rea-
sons.

1.2 Basis of preparation of the parent company and consolidated
financial statements

The parent company’s functional currency is the Swedish krona (SEK), which
is also the reporting currency for the parent company and the Group. This
means that the financial statements are presented in SEK. All amounts are
rounded to the nearest thousand unless otherwise stated.

Assets and liabilities are reported at historical cost, with the exception of
various financial assets and liabilities which are carried at fair value. The
financial assets and liabilities which are carried at fair value are derivative
instruments and financial assets classified as available for sale. Non-current
assets held for sale are carried at the lower of previous carrying amount and
fair value less costs to sell.

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 estimates and
assumptions are based on historical experience and a number of other fac-
tors deemed reasonable under the circumstances. The results of these esti-
mates 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 judgements.

These estimates and assumptions are reviewed regularly. Changes in esti-
mates 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 period and future
periods.

Judgements made by management in applying IFRS which have a signifi-
cant effect on the financial statements, and estimates made which could
result in material adjustments in subsequent years’ financial statements,
are described in more detail in Note 35.

The following accounting policies for the Group have been applied consist-
ently to all periods presented in the Group’s financial statements unless oth-
erwise stated below. The Group’s accounting policies have been applied con-
sistently in the reporting and consolidation of the parent company, subsidiar-
ies and the inclusion of associated companies in the consolidated accounts.

The annual report and consolidated financial statements were approved
for release by the Board of Directors on 18 February 2008. The consolidated
income statement and balance sheet and the parent company income state-
ment and balance sheet will be put forward for adoption at the Annual Gen-
eral Meeting on 23 April 2008.

1.3 Amended accounting policies and disclosure requirements
1.3.1 Amended and new accounting policies for the year

During the year, the Group adopted the following EU-endorsed, new and
amended standards and interpretations from IFRIC, which have affected the
financial statements and disclosures:

IFRS 7 Financial Instruments - Disclosures

This standard requires the Group to provide information enabling users of its
financial statements to evaluate the significance of the company’s financial
instruments and the nature and extent of risks arising from these instru-
ments.

Addition to IAS 1 Presentation of Financial Statements

The addition requires the Group to provide information enabling users of its
financial statements to evaluate the company’s objectives, policies and proc-
esses for managing capital.

1.3.2 Future amendments of accounting policies

The new and revised standards and interpretations approved by IASB/IFRIC
with effective dates after the reporting period have not been judged to affect
the Group’s financial statements other than through requirements for changes
in presentation and additional disclosures. The following standards are
judged to be applicable:

IFRS 8 Operating Segments

This standard contains disclosure requirements in respect of the Group’s
operating segments, and replaces the requirement to define primary and
secondary segments for the Group based on lines of business and geograph-
ical areas. IFRS 8 is effective for annual periods beginning on or after 1 Janu-
ary 2009 (earlier application is encouraged).

Revised IAS 1 Presentation of Financial Statements

The standard has been revised to increase the value of the information in the
financial statements. Among other things, equity transactions with owners
are to be presented in a separate statement, while other transactions
directly to equity are to be presented either as a continuation of the state-
ment of comprehensive income or in a separate statement. The revised IAS 1
is effective for annual periods beginning on or after 1 January 2009.



Note 1 continued

1.4 Segment reporting
A segment is a distinguishable component of the Group which provides either
particular products or services (business segment) or products or services
within a particular economic environment (geographical segment) and which
is subject to risks and returns that are different from those of other segments.
The Group’s internal reporting system is designed to follow up the return
on the Group’s services, and so business segments are the primary format
for reporting segment information. Geographical segments are the Group’s
secondary format.
Segment information is provided only for the Group (in accordance with
IAS 14.

1.5 Classification, etc.

In both the parent company and consolidated financial statements, non-cur-
rent assets and non-current liabilities consist essentially of amounts expected
to be recovered or settled more than 12 months after the end of the report-
ing period. Current assets and liabilities consist essentially of amounts
expected to be recovered or settled within 12 months of the end of the
reporting period.

1.6 Basis of consolidation

1.6.1 Subsidiaries

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

Subsidiaries are accounted for using the purchase 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 the acquisition of a business. The
analysis determines the acquisition value of participations or businesses, the
fair value of acquired identifiable assets and assumed liabilities, contingent
liabilities and equity instruments issued as consideration for the net assets
acquired, plus transaction costs directly attributable to the acquisition.

The difference between the cost of the shares in the subsidiary and the
fair value of the assets acquired on the one hand, and liabilities and contin-
gent liabilities assumed on the other, is treated as goodwill.

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

1.6.2 Associates

Associates are companies over whose operational and financial management
the Group exercises a significant but not controlling influence, generally
through a holding of 20-50 percent of the votes. Investments in associates
are accounted for in the consolidated financial statements using the equity
method from the time significant influence is obtained. This means that the
carrying amount of the shares in the associate recognised in the consoli-
dated financial statements consists of the Group’s share of the associate’s
equity plus goodwill and any other remaining fair value adjustments. The
Group's share of the associate’s profit/loss after tax and minority interests,
adjusted for any amortisation, write-down or reversal of fair value adjust-
ments, is recognised in the consolidated income statement under “Share of
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associated companies’ profit/loss”. Any dividends received from the associ-
ate 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 identi-
fiable assets, liabilities and contingent liabilities is recognised in accordance
with IFRS 3 “Business combinations”.

If the Group’s interest in the recognised losses of an associate exceeds
the carrying amount of the shares in the consolidated balance sheet, the car-
rying amount of the shares is reduced to nil. Losses are also allocated against
unsecured non-current financial balances which effectively form part of the
investor’s net investment in the associate. Further losses are not recognised
unless the Group has issued guarantees to cover losses arising at the associ-
ate. The equity method is applied until such time as significant influence is
relinquished.

1.6.3 Transactions eliminated on consolidation

Intra-group receivables, liabilities, income and expenses, and unrealised
gains and losses arising on transactions between Group companies, are
eliminated in their entirety when preparing the consolidated financial state-
ments. Unrealised gains arising on transactions with associates and joint
ventures are eliminated in proportion to the Group’s interests in the com-
pany. 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 currency

1.7.1 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 liabilities
in foreign currency are translated into the functional currency at the exchange
rate ruling at the end of the reporting period. Exchange differences arising on
translation are recognised in the income statement. Non-monetary assets and
liabilities carried at historical 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 environ-
ments in which the companies in the Group operate. The parent company’s
functional currency and reporting currency is the Swedish krona (SEK). The
Group's reporting currency is 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 end of the reporting period. The income and expenses of foreign oper-
ations 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 for-
eign operations are recognised in a translation reserve in equity. When a for-
eign operation is sold, the accumulated translation differences attributable
to the operation are realised net of any currency hedging in the consolidated
balance sheet.

Since 1 January 2004, i.e. the date for the transition to IFRS accounting,
translation differences have been reported in the translation reserve included
in equity.
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Note 1 continued

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 an open-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 the income statement on the
basis of the stage of completion at the end of the reporting period. The stage
of completion is determined by having an assignment manager or section
manager make a written assessment of the amount of work completed and
remaining. Revenue is not recognised if it is probable that the economic ben-
efits will not flow to the Group. In the event of significant uncertainty about
payment or associated expenses, no revenue is recognised.

1.9 Operating expenses and financial income and expenses

1.9.1 Operating lease agreements

Payments under operating leases are recognised in the income statement
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 the income
statement. Contingent rents are recognised in the periods in which they
arise.

1.9.2 Finance lease agreements

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. Contingent
rents are recognised in the periods in which they arise.

1.9.3 Financial income and expenses

Financial income and expenses consist of interest receivable on bank bal-
ances and receivables, interest payable on loans, dividend income and
exchange differences.

Interest receivable on receivables and interest payable on liabilities are
calculated using the effective interest rate method. The effective interest
rate is the rate of interest which 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
the income statement 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.

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

The Group and parent company do not capitalise interest in the cost of
assets.

1.10 Financial instruments
Financial instruments recognised on the asset side of the balance sheet
include cash and cash equivalents, trade receivables, shares and other equity
instruments, and derivatives. Included in equity and liabilities are trade payables,
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. Trade receivables 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. Trade payables 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 disposals of financial assets are recognised on the trade
date, which is the day when the company makes a binding commitment to
buy or sell the asset.

The fair value of quoted financial assets is the asset’s quoted bid price at
the end of the reporting period. For further information, see Note 26.

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 addi-
tion of transaction costs for all financial instruments except those in the
financial assets category, which are recognised at fair value excluding trans-
action costs. A financial instrument is classified on initial recognition on the
basis of the purpose for which the instrument was acquired. The classifica-
tion determines how the financial instrument is to be valued after initial rec-
ognition, as described below.

Derivative instruments are recognised initially at fair value, indicating that
transaction costs are charged to profit or loss for the period. Subsequent 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 instrument are recog-
nised on the same line in the income statement 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 related to an operating item or a finan-
cial item. With hedge accounting, the ineffectiveness of the hedge is recog-
nised in the same way as changes in the value of a derivative which is not
used for hedge accounting.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or deter-
minable payments and 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 bad debts, after individual evalua-
tion. Impairments of accounts receivable are recognised in operating
expense.

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



Note 1 continued

Available-for-sale financial assets
The category available-for-sale financial assets includes financial assets that
are not classified in any other category or financial assets that the company
initially designated in this category. Holdings of shares and participations
that are not recognised as subsidiaries, associated companies or joint ven-
tures are recognised here. Assets in this category are valued at fair value,
with changes in value recognised in equity, except for those due to impair-
ment, interest on debt instruments and dividend income, as well as exchange
differences on monetary items, which are recognised in profit or loss. On
derecognition of the asset, accumulated gain/losses previously recognised
in equity, are recognised in profit or loss.

Financial investments constitute, depending on the intention with which
they are held, either non-current assets if the holding period is longer than
one year or current assets if the holding period is less than one year.

Other financial liabilities

Loans and other financial liabilities, e.g. accounts payable, are included in
this category. The liabilities are valued at amortised acquisition value.
Accounts payable have a short expected term, and are valued without dis-
counting at their nominal amount.

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

Convertible debentures can be converted into shares by the counterparty
exercising his option to convert the instrument into shares, and are recog-
nised as a compound financial instrument comprising a liability component
and an equity component. The fair value of the liability is calculated by dis-
counting future cash flows using the current market interest rate for an
equivalent liability without a conversion right. The value of the equity instru-
ment is calculated as the difference between the issue proceeds when the
convertible debenture was issued and the fair value of the financial liability 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 instrument. 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 cost is recog-
nised in the income statement and calculated using the effective interest rate
method.

1.11 Derivative instruments and hedging

AF makes only limited use of derivatives to hedge future flows. Derivatives
used for hedging future cash flows are recognised in the balance sheet at fair
value. The changes in value are recognised directly in equity in the hedge
reserve until such time as the hedged flow affects profit or loss, upon which
the accumulated changes in value of the hedging instrument are recycled
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
on hedging are recognised in the income statement on the same date as
gains and losses on the hedged items are recognised.
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1.12 Tangible assets

1.12.1 Owned assets

Tangible (non-current) assets 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. Tangible assets are rec-
ognised 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 capable of operating in
the intended manner. Examples of directly attributable additional expenses
included in cost are the costs of delivery and handling, installation, title
deeds, consulting services and legal services. Borrowing costs are not
included in the cost of self-constructed assets. The accounting policies for
impairment are set out below.

Tangible assets which consist of parts with different useful lives are
treated as separate components of tangible assets.

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/expenses.

Future expenditure

Future expenditure is added to the acquisition value only if it is probable that
future economic benefits that are attributable to the asset will flow to the
company, and the acquisition value can be measured reliably. All other future
expenditure is recognised as an expense in the period in which it arises. In
determining when an additional expenditure is to be added to the acquisition
value, the decisive factor is whether the expenditure relates to the replace-
ment of identified components, or parts of such components, in which case
the expenditure is capitalised. Even in instances where a new component has
been created, the expenditure is added to the acquisition value. Any undepre-
ciated carrying amount on replaced components, or parts of components, is
retired and recognised as an expense when the replacement is carried out.
Repairs are recognised as an expense as they are carried out.

Depreciation principles

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.

1.12.2 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 consoli-
dated balance sheet. The liability to make future lease payments is recog-
nised under non-current and current liabilities. The leased assets are depreci-
ated on a straight-line basis, while the lease payments are recognised as a
finance charge and a reduction in the liability.
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Note 1 continued

With operating leases, the lease payments are recognised as expense
over the lease term on the basis of the user’s benefit, which may differ from
the actual payments made during the year.

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

Computer equipment 3years
Vehicles 5 years
Office equipment 5 years

Office furnishings
Buildings (business premises)

10 years
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 use-
ful life. The buildings, however, consist of many components with varying
useful lives. The useful lives of these components have been assessed as
varying between 40 and 100 years.

The following main groups of components have been identified, and they
form the basis for depreciation of buildings:

Structure and foundations 100 years
Outer surface finish; facades, roofs, etc. 67 years
Floors, doors and electrical installations 67 years

Installations; heating, water, sanitation, ventilation, lifts, etc. 40 years
An asset’s residual value and useful life are reviewed annually.

1.13 Intangible assets

1.13.1 Goodwill

Goodwill is the difference between the cost of a business combination
(i.e. corporate acquisition, takeover, etc.) 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 historical cost of acquisition in
the consolidated financial statements, net of impairment losses.

Goodwill is apportioned between cash-generating units and is instead
tested annually for impairment (see §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 the income statement.

1.13.2 Research and development
Expenditure on research aimed at obtaining new scientific or technical know-
ledge is recognised as 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 development and then use or sell the intangible asset. The carrying amount

includes the cost of materials, direct payroll costs and indirect costs which
can reasonably and consistently be attributed to the asset. Other development
expenditure is recognised in the income statement as expense as it is incurred.
Development expenditure recognised in the balance sheet is carried 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 §1.14
below).

Costs incurred in respect of internally generated goodwill and internally
generated trademarks are recognised in the income statement 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 recognised
as expense as it is incurred.

1.13.5 Amortisation

Amortisation is recognised in the income statement 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 impair-
ment annually or as soon as there are indications that the asset in question
has diminished in value. Amortisable intangible assets are amortised from
the date they become available for use. The estimated useful lives are as
follows:

Capitalised development expenditure:
Acquired intangible assets:

1-3 years
1-5 years

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 tangible and intangible assets and participations
in subsidiaries and associated companies
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. Where an asset does not generate cash flows
which are essentially independent of other assets, the recoverable amount is cal-
culated for the cash-generating unit to which the asset belongs. The impairment
loss is the amount by which the asset’s carrying amount exceeds its recover-
able amount. Impairment losses in respect of cash-generating units are allo-
cated in the first instance to goodwill and then to the other assets included in
the unit on a pro rata basis.

In the case of goodwill and other intangible assets with an indefinite life,
and intangible assets not yet ready for use, the recoverable amount is calcu-
lated annually.
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1.14.2 Impairment tests for financial assets

At the end of each reporting period, the company assesses whether there is
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 in an available-for-sale financial asset.

On the impairment of an equity instrument designated as an available-for-
sale financial asset, accumulated gains or losses already recognised in
equity are recycled to the income statement.

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 never reversed. A reversal is made only to
the extent that the carrying amount due to reversal should not be more than
what the depreciated historical cost would have been if the impairment had
not been recognised.

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 on the income statement. The impaired value is
the value from which subsequent revaluations are made, and these are rec-
ognised directly in equity. Impairment losses on interest-bearing instruments
designated as available-for-sale financial assets, are reversed in the income
statement if the fair value increases and the increase can be attributed
objectively to an event occurring after the impairment had been made.

1.15 Dividends
Dividends are recognised as a liability once approved by the general meeting.

1.16 Employee benefits

1.16.1 Defined-contribution retirement benefit plans

Obligations to contribute to defined-contribution plans are recognised as an
expense in the income statement as they arise.

1.16.2 Defined-benefit retirement benefit plans
The Group’s obligations under defined-benefit plans are calculated separately
for each plan by estimating the future benefits earned by employees through
their employment in both the current and prior periods. These benefits are
discounted to present value. The discount rate is the market yield at the end
of the reporting period on a first-class corporate bond with a maturity corre-
sponding to that of the Group's retirement benefit obligations. Where there is
no active market for such corporate bonds, the market yield on government
bonds with a corresponding maturity is used instead. The calculations are
performed by a qualified actuary using the projected unit credit method.
When the benefits under a plan are increased, that part of the increase
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relating to employees’ service in prior periods is recognised as expense in
the income statement on a straight-line basis over the average period until
the benefits become fully vested. If the benefits are fully vested, the expense
is recognised immediately in the income statement.

Actuarial gains and losses are recognised in equity.

Where there is a difference between how retirement benefit costs are
determined by the Group and its constituent companies, a provision or
receivable is recognised in respect of special employer’s contributions to
reflect this difference. The provision or receivable is not discounted to
present value.

1.16.3 Other long-term employee benefits
The same principles are applied as to defined-benefit retirement benefit
plans.

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 encourage
voluntary redundancy. In the event that the company is obliged to make mem-
bers of staff redundant, 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 when payment takes place is significant, provi-
sions are calculated by discounting expected future cash flows at a rate of
interest before tax which reflects current market assessments of the time
value of money and, where appropriate, the risks associated with the liability.
Provisions for restructuring are booked once the Group has adopted a
detailed and formal restructuring plan, and the work of restructuring has
either begun or been publicly announced. No provisions are made for future
operating expenses.

1.18 Tax

Income taxes comprise current tax and deferred tax. Income taxes are rec-
ognised in the income statement except where the underlying transaction is
recognised in equity, in which case the associated tax effect is also recog-
nised in equity.

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 end of the
reporting period, including adjustments of current tax in respect of prior periods.

Deferred tax is calculated using the liability method on the basis of tempo-
rary differences between the carrying amount and tax base of assets and lia-
bilities. The following temporary differences are disregarded: temporary dif-
ferences arising on the initial recognition of goodwill; the initial recognition of
assets and liabilities which do not constitute business combinations and
affect neither recognised nor taxable income at the time of the transaction;
and temporary differences attributable to investments in subsidiaries and
associates, in cases where the parent company, investor or joint owner can
exert some influence over the point in time when the temporary differences

83



84

ANNUAL REPORT AB ANGPANNEFORENINGEN 2007

Note 1 continued

will be reversed and when it is not anticipated that this reversal will take
place in the foreseeable future. The valuation of deferred tax is based on how
the carrying amounts of assets and liabilities 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 end of the reporting period.

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 Non-current assets held for sale
A non-current asset is classified as held for sale if its carrying amount will be
recovered primarily through sale and not through use.

When first classified as held for sale, non-current assets are recognised at
the lower of carrying amount and fair value less costs to sell.

1.20 Contingent liabilities

A contingent liability is reported when there is a potential obligation relating
to past events whose existence will be confirmed only by one or more uncer-
tain future events, or when there is an obligation which is not recognised as a
liability or provision because it is not probable that an outflow of resources
will be required.

1.21 Earnings per share

The calculation of earnings per share is based on the consolidated profit or
loss attributable to the parent company’s shareholders and on the weighted
average number of shares outstanding during the year. In calculating earn-
ings 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 ordinary shares, which derive during the reporting period from con-
vertible debentures and options issued to employees.

1.22 Parent company accounting policies
The parent company has prepared its annual report in accordance with the
Swedish Annual Accounts Act (1995:1554) and the Swedish Financial
Accounting Standards Council’s recommendation RR 32:06 “Accounting for
legal entities”. RR 32:06 requires that the parent company’s annual report
applies all IFRS standards and interpretations approved by the EU as far as is
possible within the constraints of the Annual Accounts Act and the act on the
safeguarding of pensions benefits (Tryggandelagen), and while taking into
account the relationship between reporting and taxation. The recommenda-
tion specifies which exceptions and supplements are to be made with
respect to IFRS. The differences between the accounting policies of the
Group and parent company are presented below.

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

Differences between accounting policies for the Group
and the parent company

1.22.1 Subsidiaries and associated companies

Shares in subsidiaries and associated companies are recognised in the par-
ent company using the acquisition method. Only dividends received are rec-
ognised as revenue provided that they derive from profits earned after the
acquisition. Dividends in excess of these earned profits are regarded as a
repayment of the investments and reduce the carrying amount of the shares.

1.22.2 Revenue

Sales of goods and rendering of services

The parent company recognises services rendered when the service is com-
pleted in accordance with Chapter 2, section 4 of the Swedish Annual Accounts
Act. Until then, work in progress is recognised at the lower of cost and net
realisable value at the end of the reporting period.

Dividends
Dividend income is recognised when the right to receive payment is consid-
ered to be certain.

1.22.3 Tangible non-current assets

Leased assets

The parent company reports all leases on the basis of the rules for operating
leases.

1.22.4 Intangible assets

Research and development

The parent company recognises all development expenditure as expense in
the income statement.

1.22.5 Non-current assets held for sale

The parent company applies IFRS 5 with the exceptions set out in RR
32:06.8-9. Under the provisions of IFRS 5, assets held for sale are recog-
nised separately in the balance sheet, and discontinued operations are rec-
ognised separately in the income statement. This does not, however, corre-
spond to the layout in the Annual Accounts Act. The information referred to,
along with other information which must be disclosed under IFRS 5, is, there-
fore, presented in notes. In addition, the rules in IFRS 5 which prescribe that
non-current assets held for sale are not to be depreciated are not applied.
Depreciation is calculated in accordance with the Annual Accounts Act.

1.22.6 Financial guarantees

The parent company’s financial guarantee contracts consist primarily of guar-
antees for the benefit of subsidiaries and associated companies. Financial
guarantees mean that the company has an obligation to recompense the
holder of a debt instrument for losses incurred due to the failure of a speci-
fied debtor to make full payment on the due date in accordance with the
terms of the contract. For the recognition of financial guarantee contracts,
the parent company applies the Swedish Financial Accounting Standards
Council's recommendation RR 32:06.70, which involves a relief compared
with the provisions of IAS 39 in respect of financial guarantee contracts
issued for the benefit of subsidiaries and associated companies. The parent
company recognises financial guarantee contracts as a provision in the
balance sheet when the company has an obligation for which payment will
probably be required to settle the obligation.



Note 1 continued

1.22.7 Employee benefits

Defined-benefit plans

The parent company applies a different basis for the calculation of defined-
benefit plans to that set out in IAS 19. The parent company complies instead
with the provisions of the act on the safeguarding of pensions benefits (Tryg-
gandelagen) and the regulations of the Swedish financial supervisory author-
ity (Finansinspektionen), as this is a requirement for tax deductibility. The
most important differences relative to the provisions of IAS 19 are the way in
which the discount rate is determined, the calculation of defined-benefit obli-
gations on the basis of current salary levels without making assumptions
about future wage growth, and the recognition of all actuarial gains and
losses in the income statement as they arise.

1.22.8 Taxes

The parent company reports untaxed reserves inclusive of deferred tax liabil-
ities. In the consolidated financial statements, untaxed reserves are appor-
tioned between a deferred tax liability and equity.

1.22.9 Group contributions and shareholder contributions for legal entities
The company reports group contributions and shareholder contributions in
accordance with the statement issued by the Swedish Financial Accounting
Standards Council’'s Emerging Issues Task Force. Shareholder contributions
are recognised by the recipient in equity and capitalised under shares and
participations by the contributor net of impairment losses.

Group contributions are reported on the basis of economic reality. This
means that Group contributions paid in order to minimise the Group's overall
tax liability are recognised in retained earnings net of their current tax effect.
Group contributions comparable with dividends are treated as dividends.
This means that Group contributions received and their current tax effect are
recognised in the income statement. Group contributions paid and their cur-

rent tax effect are recognised in retained earnings. Group contributions com-

parable with shareholder contributions are recognised by the recipient in
retained earnings taking account of the current tax effect. The contributor
reports the Group contribution and its current tax effect under “Participa-
tions in Group companies” net of impairment losses.
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2 Segment reporting

Primary segments — by division (in millions of Swedish kronor, MSEK)

AB ANGPANNEFORENINGEN 2007

Inspection Infrastructure Process Engineering Systems Others & elim. AF Group

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
Income
Sales to external clients 268.3 2143 1,156.7 9579 875.0 1,011.1 1,100.5 584.9 409.1 288.4 520 57.0 386l.6 3,113.6
Other operating income 0.7 20.0 0.7 20.0
Sales between segments 1.6 1.3 50.9 36.1 99.7 81.1 9.7 174 23.8 20.4 -185.7 -156.3 — —
Total income 2699 2156 1,207.6 9940 9747 11,0922 11,1102 602.3 4329 3088 -133.0 -793 3,862.3 3,133.6
Operating expenses -2224 -1888 -1,0759 9019 -893.8 -1,061.5 -1,002.7 -547.3 -2685 -287.8 -183 793 -3,481.6-2,907.3
Depreciation and impairment
of intangible assets -09 -09 -21 -15 -3.2 -10.4 -1.3 -16 -1.0 -0.5 -06 -1.0 -9.1 -159
Depreciation and impairment
of tangible assets -52 50 -10.2 -105 -10.2 -10.5 -06 -04 -2.8 -35 -10.7 -12.2 -39.7 421
Operating profit/loss 414 209 1194 80.1 67.5 9.8 105.6  53.0 36.5 170 -385 -125 3319 1683
Of which participations in profit/loss
of associated companies 2.5 1.7 1.0 13 0.6 0.8 = — = — = — 4.1 3.8
Operating margin, % 15.3 9.7 99 81 6.9 0.9 9.5 8.8 8.4 55 289 158 8.6 5.4
Assets and liabilities
Intangible assets 0.5 1.3 158.0 1279 395.6 200.2 488.0 478.1 41.6 45.4 — — 1,083.7 8529
Tangible assets 10.8 10.3 274 238 1263 22.1 1.2 0.6 5.0 5.8 40.0 40.7 210.7 103.3
Other assets 1304 469 446.4 3289 853.0 612.2 943 114 1563 1096 -179.2 533 1,501.1 1,162.3
Of which proportion of equity
in associated companies 4.2 2.6 0.9 154 6.1 55 — — — — — — 11.2 235
Total assets 141.7 585 631.8 480.6 1,374.9 834.5 583.5 490.1 2029 160.8 -139.2 940 2,795.6 2,1185
Total liabilities 589 413 362.5 230.0 1,233.3 505.8 465.7 458.1 124.7 885 -788.7 -463.4 14564 860.3
Other segment information
Investment for the year in
intangible assets 0.0 0.6 314 791 2154 130.2 9.3 486.1 2.7 42.3 — — 253.4 7383
Investment for the year in
tangible assets 58 220 174 96 1178 17.8 3.6 9.4 2.0 35 220 102 168.6 72.6
Segment reporting
The ori basis for classification int ts is line of busi ) an internal market price on an “arm’s length” basis, i.e. between parties

N prlmayry asis Tor classication into Segments IS iné of bUSINESS, 1.€. who are independent of each other, are well-informed and who have an
the Group’s divisions. The aim is to classify the divisions with reference . . ; .
to their clients and thei tise. The Group" tional struct interest in completing the transactions.
0 their Clents and their own expertise. 1he Group's operational structure All the Group’s operational assets and liabilities have been attributed
and internal reporting to Group management and the board is based on ) - . . .
ting by division. Inti les betw ts take ol i directly to divisions or allocated per division. Investment in tangible
reporting by division. Intra-group sales between segments take place a assets within the segment includes all investment.
Secondary segments — by geographical area (in millions of Swedish kronor, MSEK) Sweden Outside Sweden Total
2007 2006 2007 2006 2007 2006

Sales to external clients 29149 2,310.9 947.4 822.7 3,862.3 3,133.6
Assets 2,045.4 1,723.1 750.2 395.4 2,795.6 2,1185
Investment for the year in intangible assets 32.2 735.4 221.2 2.9 2534 7383
Investment for the year in tangible assets 76.0 68.6 92.6 4.0 168.6 72.6
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3 Discontinued business operations

Net assets of companies being disposed of on date of disposal, in millions of Swedish kronor, MSEK

Chleq Total companies
CTS Froté disposed of
Date of disposal 29 June 2007 29 June 2007 29 June 2007
Tangible assets 2,565 252 2,817
Accounts receivable and other receivables 37,045 35,077 72,122
Cash and cash equivalents 16,072 140 16,212
Interest-bearing liabilities 0 -1,418 -1,418
Accounts payable and other liabilities -29,377 -41,357 -70,734
Net identifiable assets and liabilities 26,305 -7,306 18,999
Consolidated goodwill 18,214 — 18,214
Adjustment for capital gain or loss -7,635 7,306 -329
Selling price 36,884 0 36,884
Deduct:
Cash balance (disposed) 16,072 140 16,212
Net cash inflow 20,812 -140 20,672
4 Acquisition of business operations Recognised value of Fair Fair value
A Colenco Group value recognised
In 2007 AF acquired all the shares in the following companies: Osauh before acquisition  adjustment in Group
Automaatika Inseneriburoo, Colenco Power Engineering Ltd. ECC Teknik AB, Non-current provisions -2,829 —_ -2,829
Cordinor Energi & Miljé AB, LHT Konsult AB, Ing. Kjell Adolfsen AS, Elektrokon- i [ap - —
sult Civ. Lars Svensson AB, Bennolund @AS. The former associate Hansen & Interestbearing liabilties — 41,823 41,823
Henneberg AS became a subsidiary of AF in the second quarter of 2007. At the Accounts payable and other liabilities -50,325 -8,749 -59,074
start of the year a line of business was also acquired from Xdin AB. Net identifiable assets
and liabilities 160,776 182,742
Effects of acquisitions Consolidated goodwill 207,445
The effects that the acquisitions have had on the Group’s assets and liabilities Purchase price paid, cash 390,187
are shown below. The effect of the acquisition of Colenco Power Engineering
Group (Colenco Group) on 1 July 2007 is shown separately, while the acquisi- )
tions of other companies are recognised under the heading “Other acquisitions”. Deduct:
Cash (acquired) 95,023
Liability t Il 79,447
Colenco Group’s acquired net assets on the date of acquisition iability to seller
: . ) Net cash outflow 215,717
Recognised value of Fair Fair v_alue
Colenco Group  value  recognised Goodwill which arose on the acquisition of the Colenco Group relates to
: before acquisition _adjustment in Group staff as well as to strategic opportunities and synergies. Other intangible
Intangible assets 0 6,143 6,143 assets recognised in connection with the acquisition are customer base.
Tangible assets 83,641 24,572 108,213 Adjustment in fair value for tangible assets refers to buildings and land
Financial assets 5,603 — 5,603 improvements.
Accounts receivable and other receivables 71,486 — 71,486

Cash and cash equivalents 95,023 — 95,023
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Note 4 continued

Recognised Fair Fair value
Net assets of other acquired companies on the date of acqusition value of Total value recognised
Recognised Fair Fair value acquired companies  adjustment in Group
value of value recognised Cash (acquired) 113,580
Other companies  adjustment in Group Liability to sellers 84,240
Intangible assets 423 1,400 1,823 Shares issued (number of shares 90,951) 16,826
Tangible assets 2,080 - 2,080 Net cash outflow 224,482
Financial assets 925 — 925
Acquisiti I for 2007 limi t the end of th .
Accounts receivable and other receivables 23,058 — 23,058 cquisttion analyses for were preliminary athe end ot the year
Cash and cash equivalents 18,557 — 18,557 Financial effects of operating acquisitions
Interest-bearing liabilities -23 — -23
Accounts payable and other liabilties 28,840 -610  -29,450 Estimated sales after time of acquisition
Net identifiable assets Colenco Group MSEK 191.0
and liabilities 16,180 16,970 Other companies MSEK 62.8
Consolidated goodwill 35,904 Total acquired companies MSEK 253.8
Correction for former ownership
in Hansen & Henneberg -3,933 Estimated effect on earnings after time of acquisition
Purchase price paid, cash 48,941 Colenco Group MSEK 24.6
Other companies MSEK 6.3
Deduct: y "
- Total acquired companies MSEK 30.9
Cash (acquired) 18,557
Liability to sellers 4,793 Iflthe acqijijitions 0;3157031'&}&??0”? andI otherdcompa{]_ies hadﬁ;f::}ker}[h
- place on 1 January , the roup’s sales and operating profit for the
Shares issued (number of shares 90,951) 16,826 year would have totalled SEK 4,046 million and SEK 348 million respectively.
Net cash outflow 8,765

Goodwill which arose on the acquisition of Other companies relates to staff
and to strategic opportunities and synergies. Other intangible assets recog-

All last year’s acquisitions are shown below.

Net assets of acquired companies at the time of acquisition in 2006

nised in connection with the acquisition are customer base and brands. Recognised Fair Fair value

value of Total value recognised

Net assets of the acquired companies on the date of acquisition acquired companies _adjustment in Group

Recognised Fair Fair value Intangible assets 10,047 21,392 31,439

value of Total value  recognised Tangible assets 12,166 — 12,166

acquired companies  adjustment in Group Financial assets 8,186 8,186

Intangible assets 423 7,543 7,966 Accounts receivable and other receivables 323,044 — 323,044

Tangible assets 85,721 24,572 110,293 Cash and cash equivalents 177,190 — 177,190

Financial assets 6,528 - 6,528 Non-current provisions 2,149 5554 -7,703

Accounts receivable and other receivables 94,544 — 94,544 Interestbearing liabilities -9,629 — -9,629

Cash and cash equivalents 113,580 — 113580 Accounts payable and other liabilities 315,339 —  -315,339
Non-current provisions -2,829 — -2,829 Net identifiable assets

Interestbearing liabilities 41,846 — 41,846 and liabilities 203,516 219,354

Accounts payable and other liabilities -79,165  -9,359 -88,524 Consolidated goodwill 703,034

Net identifiable assets and liabilites 176,956 199,712 Purchase price paid 922,388

Consolidated goodwill 243,349 Deduct:

_Correction for former ownership Cash (acquired) 177,190

Purchose price ptd cas tors Lol 32582

. ! Shares issued (number of shares 1,121,527) 155,554

Net cash outflow 557,062
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8 Employees and personnel costs

Total remuneration is recognised in “Personnel costs”.
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Group
2007 2006 Average number of employees by gender
Profit from sale of line of business — 19,423 2007 2006
Rental income 727 545 Women Men Women Men
727 19,968 Parent company
The profit recognised above from the sale of one of the Group’s lines of business Sweden 28 18 26 35
in 2006 has been reduced by costs of SEK 1,577,000 incurred in connection Subsidiaries
with the sale. Sweden 486 2,299 468 1,976
Finland 52 309 63 388
Parent company
2007 2006 Norway 24 119 17 101
Denmark 11 63 0 13
Rental i 54,510 47,065 -
ental income Switzerland 26 106 — —
Of the total amount of rental income received by the parent company, SEK Germany 4 16 6 26
53,783,000 (2006: SEK 46,520,000) relates to rental payments from Group Others 6 56 9 39
companies.
609 2,968 563 2,543
6 Research and development Group total 637 2,986 589 2,578
The Group’s costs for research and development totalled SEK 26.5 million Total b
(2006: SEK 27.7 million). The amount comprises mostly costs for time spent on ‘f) a\lrerage number 3623 3167
research and development projects by AF’s own salaried employees. or employees ! ’
Total for associated companies 75 104
Total average number of
. : employees including
7 Fees and remuneration of auditors associated companies 3,698 3271
Group Parent company
2007 2006 2007 2006
Accountants Proportion of women in senior management positions
Ernst & Young Women %
Audit assignments 2,349 — 595 — Parent company 2007 2006
Other assignments 1,224 —_ 974 _ Board members 33 45
3,573 — 1,569 — Other senior positions 10 10
Accountants KPMG a I
Audit assignments 106 3,489 — 332 Br°“d" °"e'ba . o
Other assignments 1,613 1,051 1,313 847 oar me_m ers. -
1719 4540 1313 1.179 Other senior positions 11 12
Other accounting companies
Audit assignments 776 851 = — Salaries, other remuneration and payroll overheads
Other assignments 326 — 52 — 2007 2006
1,102 851 52 —_ Salaries and Social Salaries and Social

Audit assignments refer to the auditing of the annual report, the accounting
records and the administration by the Board of Directors and the Managing
Director, other duties which it is incumbent upon the company’s auditors to
carry out, as well as advice and other assistance stemming from observa-
tions made during such audits or the execution of such other duties. Every-
thing else falls under the heading “Other assignments”.

remunerations costs remunerations costs

Parent company

Board & President/CEQ 6,872 3,106 4943 2516
(of which pension expenses) 878 1,179
Other employees 22,216 12,458 29,498 16,204
(of which pension expenses) 5,649 6,897

29,088 15,564

34,441 18,720
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Note 8 continued

2007 2006
Salaries and Social ~ Salaries and Social
Group remunerations costs remunerations costs
Boards & Managing
Directors 35,576 12,823 30,670 11,606
(of which pension expenses) — 4,377 — 4,498
Other employees 1,601,328 564,941 1,296,423 512,918

(of which pension expenses) — 188,047 — 164,031

1,636,904 577,764 1,327,093 524,534

Salaries and other remuneration by country

In addition, it was resolved to pay fees for committee work of SEK 25,000
to each committee member who is not employed in the AF Group, and that a
fee of SEK 50,000 be paid to the Chair of the Audit Committee. The total remu-
neration payable to the board is thus SEK 1,425,000, of which SEK 1,250,000
is for the ordinary work of the board and SEK 175,000 for committee work.

Remuneration to the Board in 2007

Remuneration to the board is payable quarterly. This means that the remunera-

tion to the board was at the rate determined by the AGM in 2006 for two

quarters and at the rate determined by the AGM in 2007 for two quarters.
During 2007 a total of SEK 1,287,000 (2006: SEK 975,000) was booked

as remuneration to the board in the parent company accounts. Of this total

amount the retiring Chairman received SEK 175,000. The newly appointed

2007 2006 Chairman received SEK 175,000 as Chairman and SEK 62,500 for service
Boards Other Boards Other prior to his appointment as Chairman. In addition the employee representa-
Parent company and MDs employees  and MDs _employees tives on the board received SEK 50,000 (SEK 20,000). No agreements have
Sweden 6,872 22,216 4,943 29,432 been signed concerning future pensions or severance pay for the Chairman
(bonus/performance-related or other members of the board.
earnings) 2,341 1,588 979 1,855
Information relating to remuneration to members of the board
Subsidiaries bi (I:?ernur.mration in SEK
Sweden 12037 1139023 15615 967,645 irector Boad __Committee Tota
Ulf Dinkelspiel 237,500 37,500 275,000
(bonus/performance-related -
earnings) 2612 24973 2338 20419 Patrik Enblad 75,000 - 75,000
Finland 953 200,887 1,351 175557 Eva-Lotta Kraft 137,500 25,000 162,500
(bonus/performanceelated Magnus Grill 137,500 25,000 162,500
earnings) — — — 4,424 Jon Risfelt 75,000 — 75,000
Norway 3,363 88,679 3,108 68,864 Helena Skantorp 137,500 50,000 187,500
(bonus/performance-related Lena Treschow Torell 137,500 12,500 150,000
earnings) 288 199 244 138 CartErik Nyquist 175,000 25,000 200,000
Denmark 6,393 47,560 1,051 11,923 Total 1,112,500 175,000 1,287,500
(bonus/performance-related
earnings) 231 701 — — President/CEO
Switzerland 1,004 67,882 _ — In 2007 salary payments and bonus totalling SEK 5,535,000 (2006: SEK
3,968,000) were made to the Chief Executive Officer, who is also the President
gt;(;rr:i]sg/sp)erformance{elated 400 4477 o o of AB Angpannef(’jreningen: this also incurred social costs of SEK 2,673,000
: (SEK 2,516,000), of which SEK 878,000 (SEK 1,179,000) related to pension
Germany 2,571 8,397 1,953 10,643 expenses. A company car benefit is payable. A bonus of SEK 2,341,000 (SEK
(bongs/performance{elated 979,000) was paid which will impact on the accounts. This bonus is based on
eamings) 472 = — — the earnings for the Group and may amount to a maximum of 75 percent of
Other countries 2,283 26,684 2,649 32,359 the fixed annual salary. The fixed annual salary for 2007 is SEK 3,172,000
(bonus/performance-related (SEK 2,989,000). _ _ .
earings) _ _ _ _ The President of the parlent company ‘IS subject to two years notlcg from
Group total 35,576 1601328 30,670 1.296.423 the company and has the right to a pension at the age of 60. The President’s

Other personnel costs total SEK 95,541,000 (2006: SEK 63,810,000).

Remuneration to senior executives

Remuneration to the Board approved by the 2007 AGM

The AGM on 8 May 2007 approved remunerations totalling SEK 1,250,000 for
2007 for the work of the board. The Chairman received SEK 350,000 and mem-
bers of the board not employed in the AF Group received SEK 150,000 each.

pension is a defined-contribution pension, for which provisions are made
each year for an amount corresponding to 27.5 percent of the President’s
basic salary for that specific year. An unchanged monthly salary is paid out
as usual during the period of notice. The requirement to continue working
during the period of notice cannot be extended beyond a maximum of one
year.

Group Boards of Directors and Managing Directors

Salary payments, bonus and other remuneration to Boards of Directors and
Managing Directors in the Group totalled SEK 35,576,000 (2006: SEK
30,670,000). Company car benefits are payable.



Note 8 continued

Group Management, excluding President

Group management consists of eight (2006: thirteen) people excluding the
Pres-ident. During the first six months of the year the Group management
team comprised nine people excluding the President.

Group management includes the managing directors/presidents of five
subsidiaries. For the members of the Group management team costs for sal-
aries and other remunerations have been recognised in the respective com-
pany’s accounts totalling SEK 20,576,000 (SEK 19,295,000), as well as
social costs of SEK 10,148,000 (SEK 11,093,000). This includes bonus pay-
ments totalling SEK 6,245,000 (SEK 3,975,000).

Benefits to Group management include company cars.

For managers of subsidiaries and for two departmental managers in the
parent company, the period of notice from the company’s side is 12 months.
During the period of notice, the salary payable will remain unchanged.

The managers of two subsidiaries have retirement benefit conditions in
line with the ITP occupational pension plan. Others have defined-contribution
retirement benefits, to which an amount equivalent to 27.5 percent of basic
salary is contributed annually.

Reward system

At the beginning of 2007, the AF Board approved the establishment of a
three-year reward system for around 30 key management personnel. The
scheme runs from 2007-2009, and aims to bind the interests of key individu-
als to AF. The payment will be made if the profit trend for the company is bet-
ter than that of a number of competing firms, and if AF’s share price reaches
preset targets. During 2007, a provision of SEK 4.4 million was made in the
income statement in respect of this reward system.

Severance pay for senior officers of the company who have

terminated their employment

During the past year no employees who have previously served in AF’s Group
management team have received severance payments.

Determination of remuneration

The level of remuneration paid to the President/CEQ for financial year 2007
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 President/CEO in consultation with the Chairman of the Board.

Absence from work due to illness
Parent company
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9 Other operating expenses
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Group 2007 2006
Overheads 12,888 59,513
Loss in conjunction with sale of subsidiary 329 —
13,217 59,513
Parent company 2007 2006
Overheads 75,868 66,911
75,868 66,911
10 Net financial income/expense
Group 2007 2006
Interest income 14,829 8,647
Dividends 12 38
Profit on sale of the dormant subsidiary 6 10
Profit on sale of investments in securities, etc. 42 909
Net changes in exchange rates — 398
Financial income 14,889 10,002
Interest expense* -18,245 -20,035
Loss in connection with liquidation of
dormant subsidiary -104 -386
Net loss on the disposal of financial
assets held for sale -88 —
Net changes in exchange rates -6,279 —
Financial expense -24,716 -20,421
Net financial expense -9,827 -10,419

Profit from participations
in Group companies

(Figures in percent) 2007 2006
Total sick leave as a percentage of ordinary working time 4.3 4.2
Portion of the total sick leave comprising more

absences of 60 consecutive days or more 35.2 39.4

Parent company 2007 2006

Dividends — 8,988

Capital gain on the disposal

of participations — 2,575
— 11,563

Sick leave as a percentage of total ordinary
working time for each of the following groups:

By gender

Men 3.9 4.1
Women 4.6 4.3
By age

29 years old or below 0.7 2.5
30-49 years 29 2.5

50 years or above 6.5 6.4
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Note 10 continued

Results from other securities and
receivables treated as
non-current assets

Interest income
and similar
profit/loss items

Interest expense
and similar
profit/loss items

Parent company 2007 2006 2007 2006 2007 2006
Interest, Group companies — — 24,964 13,590 -1,402 -471
Interest, other™ — — 2,554 2,106 -12,596 -15,520
Dividends — 38 — — — —
Other — 783 2 — — -177

— 821 27,520 15,696 -13,998 -16,168

* including interest on retirement benefit provisions

11 Appropriations

Note 12 continued

Parent company 2007 2006 2007 2006
Difference between depreciation in accounts Effect of new issue on acquiring
and depreciation according to plan -1,638 479 Benima companies in May 2006 — 478,310
Tax allocation reserve, liquidation during the year 85,546 13,430 I:foect of new issue on acquiring
Tax allocation reserve, transfers during the year — -33,270 AF-Combra AB in July 2006 - 61,355
83,908 -19,361 Effect of new issue in Sept 2006 = 1,050,075
Weighted average number of ordinary shares
during the year, before dilution 16,543,598 14,587,519
12 Earnings per share
Before dilution After dilution Earnings per share after dilution
SEK 2007 2006 2007 2006 In calculating earnings per share after dilution, the weighted number of out-
Earnings per share 1315 738 1311 716 standing ordinary shares is adjusted for the dilution effect of all outstanding

To facilitate comparisons, the number of shares in 2006 has been recalcu-
lated to accord with figures after the 2:1 split made in May 2006. Likewise
the shareholding before the new issue in September 2006 has been recalcu-
lated using an adjustment factor of 1.074661 due to the bonus issue element
of the new issue.

The calculation of the numerators and denominators used in the above
calculations of earnings per share is explained below.

Earnings per share before dilution

The calculation of earnings per share for 2007 is based on the net profit for the
year attributable to the parent company’s ordinary shareholders amounting to SEK
217,528,000 (2006: SEK 107,629,000) and on a weighted average number of out-
standing shares during 2007 amounting to 16,543,598 (2006: 14,587,519).

Weighted average number of outstanding ordinary shares, before dilution

2007 2006
Total number of ordinary shares 1 January 16,277,975 12,804,416
Effect of new issue on acquiring
Hansen & Henneberg in May 2007 55,567 —
Effect of conversion of conv.
debentures to shares August 2007 206,897 —
Effect of conversion of conv.
debentures to shares December 2007 3,159 —
I:foect of new issue on acquiring
AFIngemansson AB in February 2006 — 193,363

potential ordinary shares. The parent company has a category of potential
ordinary shares with dilution effect: convertible debentures.

In calculating earnings per share after dilution, the convertible debentures
are assumed to have been converted into ordinary shares. The net profit is
adjusted to eliminate the interest expense relating to the convertible loan less
tax effect.

Profit attributable to the parent company’s
ordinary shareholders, after dilution

2007 2006

Profit attributable to the parent

company’s ordinary shareholders 217,528 107,629

Effect of interest on convertible debentures
(after tax) 518 1,246

Profit attributable to the parent company’s

ordinary shareholders, after dilution 218,046 108,875
Weighted average number of outstanding
ordinary shares, after dilution

2007 2006
Weighted average number of ordinary
shares during the year, before dilution 16,543,598 14,587,519
Effect of conversion of convertible debentures 94,337 625,000
Weighted average number of ordinary
shares during the year, after dilution 16,637,935 15,212,519
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Goodwill
Goodwill has been apportioned between cash-generating units, corre-

Development intar?gti}g)?e: sponding in the first instance to the Group’s divisions, but also to major
Group Goodwill expenditure assets Total identifiable corporate investments. Goodwill is tested annually for impair-
A lated . ment, after the third quarter or when a need for impairment is indicated,
ccumulated acquisition cost by discounting the expected future cash flow by a weighted average cost
Balance brought fwd 1 Jan 2006 124,076 10,154 5178 139,408 of capital per cash-generating unit. The present value of cash flows, the
Corporate acquisitions 711,241 148 23,084 734,473 recoverable amount, is compared with the carrying value including goodwill.
Internally developed assets _ 3,859 _ 3,859 In calculating the recoverable amounts of the cash-generating units,
- - a number of assumptions on future circumstances and estimates of
Disposals and retirements — -1,008 — -1,008 A . .
: parameters have been made. Changes in these assumptions and esti-
Exchange rate differences for the year -438 2 30 -406 mates would affect the carrying amount of goodwill.
Balance carried fwd 31 Dec 2006 834,879 13,155 28,292 876,326 The forecasts of future cash flows used are based on the budget set
by the company management for the following year supplemented with
Balance brought fwd 1 Jan 2007 834 879 13155 28092 876 326 an overall assessment of a further four years. The cash flows forecast
c — 243'349 : 7’966 2 1'31 are based on an estimated annual growth rate of 2 to 3 percent. The net
orporate ggqU|5|tlons ! — ! 51,315 present values of forecast cash flows have been calculated using a dis-
Other acquisitions 1,053 — 1,022 2,075 count rate of 10 percent before tax.
Disposals and retirements -18,214 — —  -18,214 At the end of 2007, goodwill amounted to SEK 1,062,981,000 (2006:
Exchange rate differences for the year 4,510 6 143 4,659 SEK 832,283,000).The carrying amount of goodwill is allocated as follows:
Balance carried fwd 31 Dec 2007 1,065,577 13,161 37,423 1,116,161
Division 2007 2006
Accumulated depreciation and write-downs Process 384,282 191,748
Balance brought fwd 1 Jan 2006 -2,518 -3,947 -1,145 -7,610 Infrastructure 155,105 123,526
Disposals and retirements — 129 0 129 Systems 40,224 43,138
Write-downs during the year -78 -6,458 -92 -6,628 Engineering 483,370 473,871
Depreciation during the year — -1,748 -7,537 -9,285 Inspection = —
Balance carried fwd 31 Dec 2006 -2,596 -12,024 -8,774 -23,394 AB AF — —
Total 1,062,981 832,283
Blalance brought Md 1 Jan 2007 2596 12,024 8774 233K In assessing goodwill, the value in use exceeded the goodwill values. It is,
Disposals and retirements - — - —  therefore, the view of the company management that no reasonably con-
Write-downs during the year — — — — ceivable changes in the important assumptions for the cash generating
Depreciation during the year — -892 -8,155 -9,047  units would lead to an impairment need.
Balance carried fwd 31 Dec 2007 -2,596 -12,916 -16,929 -32,441
Carrying amounts
Per 1 Jan 2006 121,558 6,207 4,033 131,798
Per 31 Dec 2006 832,283 1,131 19,518 852,932
Per 1 Jan 2007 832,283 1,131 19,518 852,932
Per 31 Dec 2007 1,062,981 245 20,494 1,083,720
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14 Tangible assets

Equipment,

tools, fixtures Land and
Group and fittings buildings Total
Acquisition costs
Balance brought fwd 1 Jan 2006 399,169 — 399,169
Acquired via corporate acquisitions 12,166 — 12,166
Other acquisitions 60,368 — 60,368
Disposals -170,001 — -170,001
Exchange rate differences -3,121 — -3,121
Balance carried fwd 31 Dec 2006 298,581 — 298,581
Balance brought fwd 1 Jan 2007 298,581 — 298,581
Acquired via corporate acquisitions 8,518 101,775 110,293
Other acquisitions 58,293 — 58,293
Disposals -106,916 — -106,916
Exchange rate differences 4,724 -12 4,712
Balance carried fwd 31 Dec 2007 263,200 101,763 364,963
Depreciation and write-downs
Balance brought fwd 1 Jan 2006 -312,663 — -312,663
Depreciation during the year -42,148 — -42,148
Disposals 156,718 — 156,718
Exchange rate differences 2,856 — 2,856
Balance carried fwd 31 Dec 2006 -195,237 — -195,237
Balance brought fwd 1 Jan 2007 -195,237 — -195,237
Depreciation during the year -38,586 -1,194 -39,780
Disposals 85,394 — 85,394
Exchange rate differences -4,625 — -4,625
Balance carried fwd 31 Dec 2007 -153,054 -1,194 -154,248
Carrying amounts
Per 1 Jan 2006 86,506 — 86,506
Per 31 Dec 2006 103,344 — 103,344
Per 1 Jan 2007 103,344 — 103,344
Per 31 Dec 2007 110,146 100,569 210,715

The Group
Financial leasing

Equipment held under financial leasing agreements is included in the Group
at the carrying value of SEK 26,432,000 (2006: SEK 20,771,000).

Current and non-current liabilities in the consolidated balance sheet
include future payments in respect of leasing obligations entered as liabili-
ties. See also Note 20 “Liabilities to credit institutions”.

Equipment,

tools, fixtures
Parent company and fittings
Acquisition costs
Balance brought fwd 1 Jan 2006 58,888
Acquisitions 10,424
Disposals -19,059
Balance carried fwd 31 Dec 2006 50,253
Balance brought fwd 1 Jan 2007 50,253
Acquisitions 8,758
Disposals -16,179
Balance carried fwd 31 Dec 2007 42,832
Depreciation
Balance brought fwd 1 Jan 2006 -40,686
Depreciation during the year -7,971
Disposals and retirements 18,274
Balance carried fwd 31 Dec 2006 -30,383
Balance brought fwd 1 Jan 2007 -30,383
Depreciation during the year -4,370
Disposals and retirements 6,564
Balance carried fwd 31 Dec 2007 -28,189
Carrying amounts
Per 1 Jan 2006 18,202
Per 31 Dec 2006 19,870
Per 1 Jan 2007 19,870
Per 31 Dec 2007 14,643




15 Participations in associated companies

Group 2007 2006
Carrying value at start of year 23,487 24,307
Change in the treatment of untaxed reserves — -326
Acquisition of associated companies — —
Conversion to participations in Group companies -15,789 131
Participations in the results of

associated companies after tax 4,131 3,768
Dividend received and repayment of

shareholders’ contribution -1,050 -3,831
Translation difference 437 -562
Carrying value at end of year 11,216 23,487

AB ANGPANNEFORENINGEN 2007

The total earnings, profit, assets and liabilities of associated companies are specified in the tables below.

Associated companies 2007

ANNUAL REPORT

Country Earnings Profit/loss Assets Liabilities Equity Ownership %
AFTOV Nord AB Sweden 36,038 2,546 13,878 9,686 4,192 50
AFIncepal S.A Spain 2,784 1,295 25,885 13,687 12,198 47
NDT Training Center AB Sweden 13,034 3,665 9,658 3,788 5,870 33
[TP-Infra Trans Project Ltd Albania 694 1,032 2,123 -71 2,194 49
52,550 8,538 51,544 27,090 24,454
Associated companies 2006
Country Earnings Profit/loss Assets Liabilities Equity Ownership %
Hansen & Henneberg AS* Denmark 43,150 3,641 21,824 8,951 12,873 49
AF-TOV Nord AB Sweden 26,877 1,601 10,695 7,449 3,246 50
AFdncepal S.A Spain 28,024 1,740 22,200 10,986 11,214 47
NDT Training Center AB Sweden 8,653 1,851 5,452 2,497 2,955 33
[TP-Infra Trans Project Ltd Albania 931 -1,028 216 1,250 -1,034 49
107,635 7,805 60,387 31,133 29,254

* A further 31 percent of the shares in Hansen & Henneberg AS was acquired during 2007.
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16 Financial investments

Group 2007 2006

Financial assets which are

non-current assets

Listed shares and participations 115 424

Unlisted shares and participations 480 89

Tenant-owner property holdings 351 1,437
946 1,950

Specification of changes in carrying values for the year

Group Parent company

2007 2006 2007 2006
Carrying value brought forward 1,950 2,930 — 110
Acquisitions 433 589 — —
Disposals/impairments -1,496 -1,519 — -110
Change in realisable value 7 — — —
Translation difference 52 -50 — —
Carrying value carried
forward 946 1,950 — 0

The carrying value of participations is deemed to be equivalent to the

realisable value.

17 Accounts receivable
Accounts receivable are recognised after taking account of bad debt losses
arising during the year of SEK 1,271,000 (2006: SEK 5,722,000) in the
Group. The losses arose in conjunction with bankruptcies and projects where
no agreement has been reached.

No bad debt losses relate to the parent company.

18 Prepaid expenses and accrued income

Group Parent company
2007 2006 2007 2006
Rent 26,106 26,015 16,998 14,606
Support and maintenance
contracts 4,872 4,526 903 1,146
Other 35,127 26,559 7,245 5,135

66,105 57,100 25,146 20,887




19 Equity

Summary of changes in the Group’s equity
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Equity attributable to shareholders in parent company
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Other Profits brought forward

contributed included in profit Minority Total
Group Share capital capital Reserves for the year Total interest equity
Equity brought forward 1 Jan 2006 119,243 23,097 3,316 435,475 581,131 46 581,177
Adjustment of previous recognition of convertible debentures issued 527 -527 0 0
Adjusted equity 1 Jan 2006 119,243 23,624 2,789 435,475 581,131 46 581,177
Change in translation reserve for the year -8,807 -8,807 23 -8,784
Change in fair value reserve for the year -854 -854 -854
Change in hedging reserve for the year 140 140 140
Actuarial losses on calculation of retirement benefit obligations 328 328 328
Tax attributable to items recognised in equity 200 -114 86 86
Total changes in assets recognised in equity, excl.
transactions with the company’s owners 0 0 -9,321 214 -9,107 23 -9,084
Profit for the year 107,629 107,629 157 107,786
Total changes in assets, excl.
transactions with the company’s owners 0 0 -9,321 107,843 98,522 180 98,702
Dividends -30,365 -30,365 -30,365
New issue 43,537 399,298 442,835 442,835
Change in minority interest -590 -590 -226 -816
Equity carried forward 31 Dec 2006 162,780 422,922 -6,532 512,363 1,091,533 0 1,091,533
Equity brought forward 1 Jan 2007 162,780 422,922 -6,532 512,363 1,091,533 0 1,091,533
Change in translation reserve for the year 14,558 14,558 25 14,583
Change in fair value reserve for the year 7 7 7
Change in hedging reserve for the year -206 -206 -206
Actuarial losses on calculation of retirement benefit obligations -2,735 -2,735 -2,735
Tax attributable to items recognised directly in equity 56 788 844 844
Total changes in assets recognised in equity, excl.
transactions with the company’s owners 0 0 14,415 -1,947 12,468 25 12,493
Profit for the year 217,528 217,528 2,473 220,001
Total changes in assets, excl. transactions
with the company’s owners 0 0 14,415 215,581 229,996 2,498 232,494
Dividends -48,834 -48,834 -378 -49,212
New issue 6,572 55,676 62,249 62,248
Change in minority interest 0 2,101 2,101
Equity carried forward 31 Dec 2007 169,352 478,598 7,883 679,110 1,334,944 4,221 1,339,164
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Note 19 continued

Share capital and premium

Number of Share

ordinary shares capital Premium
31 Dec 2005 5,962,142 119,243 23,624
Split 11,924,284
Issue for acquisition of subsidiary 1,121,527 11,215 144,338
New issue 3,232,164 32,322 254,960
31 Dec 2006 16,277,975 162,780 422,922
Issue for acquisition of subsidiary 90,951 910 15,916

Issue for conversion

of convertible loan 566,307 5,663 39,760

The total number of shares as at 31 December 2007 is divided into
804,438 class A shares (10 votes per share) and 16,130,795 class B shares
(1 vote per share). Holders of ordinary shares are entitled to dividends which
are determined in due course. All shares have the same right to the com-
pany’s remaining net assets. The dividends paid out during 2007 and 2006
amounted to SEK 48,834,000 (SEK 3.00 per share) and SEK 30,365,000
(SEK 2.50 per share) respectively. At the Annual General meeting on 23 April
2008, a dividend in respect of financial year 2008 of SEK 6.50 per share will
be proposed: the total pay-out will be SEK 110,079,000. The proposed divi-
dend has not been recognised in these financial reports.

The parent company has potential ordinary shares with a dilution effect in
the form of convertible debentures equivalent to 94,337 class B shares
(Note 21).

31 Dec 2007 16,935233 169,352 478,598 The quotient value of the share for 2007 was SEK 10 (2206: SEK 10).
Reserves
Translation Hedging Fair value Total
reserve reserve reserve reserves
Balance brought forward as at 1 Jan 2006 2,204 -30 615 2,789
Exchange differences for the year -8,807 -8,807
Cash flow hedging recognised in equity 140 140
Cash flow hedging liquidated in the income statement -854 -854
Tax attributable to items recognised in equity -39 239 200
Balance carried forward as at 31 Dec 2006 -6,603 71 0 -6,532
Balance brought forward as at 1 Jan 2007 -6,603 71 0 -6,532
Exchange differences for the year 14,558 14,558
Revaluations recognised in equity 7 7
Cash flow hedging recognised in equity -206 -206
Tax attributable to items recognised in equity 58 -2 56
Balance carried forward as at 31 Dec 2007 7,955 =77 5 7,883

Other contributed capital

This refers to equity which has been contributed by the shareholders. It
includes premium reserve transferred to statutory reserve as at 31 Decem-
ber 2005. Provisions to the premium reserve on and after 1 January 2006
are also to be recognised as contributed capital.

Translation reserve

The translation reserve includes all exchange differences arising on the
translation of financial reports from foreign operations which have prepared
their financial reports in a currency other than that in which the consolidated
financial reports are presented. The currency in which the parent company
and the Group present their financial reports is the Swedish krona (SEK).

Fair value reserve

The fair value reserve includes the accumulated net changes in fair value of
financial assets which may be sold until such time as these assets are derec-
ognised from the balance sheet.

Hedging reserve

The hedging reserve includes the effective portion of the accumulated net
changes of fair value of a cash-flow hedging instrument attributable to hedg-
ing transactions which have not yet taken place.

Actuarial gains and losses
Actuarial gains and losses in respect of the retirement benefit liability recog-
nised in the balance sheet are recognised in equity.

Convertible debentures
Convertible debentures which can be converted into shares by the counter-
party exercising the option to convert the instrument into shares are recog-
nised as a compound financial instrument comprising a liability component
and an equity component.

Profits brought forward including net profit for the year

Profits brought forward including net profit for the year include profits earned
by the parent company and its subsidiaries and associated companies. Previ-
ous transfers to the statutory reserve, excluding premium reserve trans-
ferred, are included in this equity item.
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Note 19 continued

Summary of changes in the parent company’s equity

Restricted equity Non-restricted equity Total equity
Statutory Premium Profit carried  Profit carried
Parent company Share capital reserve reserve forward ~ for the year
Equity brought forward 1 Jan 2006 119,243 46,948 — 335,928 502,119
Loss for the year -6,429 -6,429
Total change in assets, excl.
transactions with the company’s owners 0 0 0 0 -6,429 -6,429
Dividends -30,365 -30,365
New issue 43,537 0 399,298 442,835
Group contributions 104,954 104,954
Equity carried forward 31 Dec 2006 162,780 46,948 399,298 410,517 -6,429 1,013,114
Equity brought forward 1 Jan 2007 162,780 46,948 399,298 404,088 1,013,114
Profit for the year 42,009 42,009
Total change in assets, excl.
transactions with the company’s owners 0 0 0 0 42,009 42,009
Dividends -48,834 -48,834
New issue 6,572 0 55,676 62,248
Group contributions 188,086 188,086
Equity carried forward 31 Dec 2007 169,352 46,948 454,974 543,340 42,009 1,256,623
Restricted reserves
Restricted reserves must not be reduced through dividends. Premium reserves attributable to transactions before 1 January 2006 have
been transferred to the statutory reserve. Premium reserves which arise
Statutory reserve after that date are recognised as non-restricted equity.
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 Non-restricted equity
2006, it is no longer obligatory to make transfers to the statutory reserve. Profits brought forward
These constitute non-restricted equity from previous years after any transfer
Premium reserve to reserves and after the payment of any dividends. Along with net profit for
When shares are issued at a premium, i.e. when shareholders pay more than the year and any reserve for fair value, these constitute total non-restricted
the par value of the shares, an amount equivalent to the amount received in equity, i.e. the amount available for dividends to shareholders.

excess of the par value of the shares is transferred to the premium reserve.
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20 Liabilities to credit institutions

The note includes information on the company’s contractual terms in respect

of interest-bearing liabilities.

For more information on the company’s interest rate risk and exchange

rate risk, please refer to Note 27.

Group
Non-current liabilities 2007 2006
Bank loans 48,894 10,423
Financial leasing liabilities 19,705 16,270
68,599 26,693
Current liabilities
Shortterm bank loans 254,961 214,722
Current portion of financial leasing liabilities 6,727 5,091
261,688 219,813
Parent company
Non-current liabilities 2007 2006
Bank loans ! 243,195 200,000
243,195 200,000

Conditions and amortisation periods

U Current liabilities have a maturity of between 6 and 12 months from the end of
the reporting period. During the year overdraft facilities have been arranged up
to a limit of SEK 300 million, of which SEK 143.2 million had been utilised as
per 31 Dec 2007.

Interest Nom. amount in Carrying Fair
Group rate, % original currency amount Due, year value

Long-term bank loans
Norway, NOK, floating interest 6.0 1,800 2,138 2010 2,138
Sweden, SEK, floating interest 5.3 — 4,750 2010 4,750
Switzerland, CHF, fixed interest 2.5 2,000 11,397 2010 11,397
Switzerland, CHF, fixed interest 3.5 6,000 30,088 2010 29,981
Finland, EUR, fixed interest 1.0 55 521 2009 497
48,894 48,763

Shortterm bank loans
Norway, NOK, floating interest 6.4 772 917 917
Norway, NOK, floating interest 45 9,106 10,813 10,813
Sweden, SEK, floating interest 4.8 — 243,195 243,195
Latvia, EEK, floating interest — 60 36 36
254,961 254,961

For the bank loan of SEK 243,195,000 taken out by the parent company, there are certain special obligations stemming from the credit agreement. There are limi-

tations on changes in the operation, securities and equity/assets ratio, as well as on the debt/equity ratio and the interest coverage ratio.

Financial leasing liabilities

Financial leasing liabilities fall due for payment as shown in the table below:

2007 2006
Principal Min. Principal
Group leasing fees Interest amount leasing fees Interest amount
Within one year 7,991 1,264 6,727 5,813 722 5,091
1-5 years 20,496 791 19,705 16,923 653 16,270
28,487 2,055 26,432 22,736 1,375 21,361




21 Convertible debenture

In 2005 AB Angpanneféreningen raised a convertible debenture loan aimed
at employees in Sweden, Norway and Finland. The loan carries an annual
interest rate of STIBOR 360. The debentures fall due in three years from the
date of issue at their nominal value, or may be converted to shares at the
request of the holder at a price of SEK 81.36 per share. The conversion to
shares can take place during the periods 2-13 July 2007, 12-30 November
2007, 18 February-7 March 2008 or 5-30 May 2008.

During the year, the value of the convertible loan fell by SEK 44,858,000
after conversion and the issue of 566,307 new shares. Full conversion of the
remaining debentures would involve a subscription for 94,337 shares, equiv-
alent to 0.6 percent of the share capital and 0.4 percent of the votes.

Convertible debentures

2007 2006
Value after the issue of convertible debentures 7,675 53,750
Transaction costs -250 -1,754
Net proceeds 7,425 51,996
Amount classified as equity -106 -742
Capitalised interest 2005 57 401
Capitalised interest for 2006 117 816
Capitalised interest for 2007 120 —
Recognised liability 31 December 7,613 52,471

The fair values of the liability component and the equity component were
determined in connection with the issue of the debentures.

The fair value of the liability component, included in non-current liabilities,
was calculated using a market rate of interest for equivalent non-convertible
debentures. The residual amount, which represents the value of the equity
component, was included in the 2005 accounts in equity in the Reserves
item, recognised after the deduction of deferred tax. The equity component
of the convertible debenture since 2005 amounts to SEK 106,000 (2006:
SEK 742,000) after the deduction of SEK 4,000 (SEK 25,000) for transaction
costs, but before the deduction of deferred tax.

The fair value of the liability component of the convertible debentures as
at 31 December 2007 amounted to SEK 7,613,000 (SEK 52,431,000). The
fair value was obtained by using cash flows discounted at a loan interest rate
of 3.35 percent.

Interest expense for the instruments is calculated using the effective inter-
est rate method, using an effective rate of 3.35 percent for the liability com-
ponent.
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22 Retirement benefit obligations

Defined-benefit plans
Group 2007 2006
Present value of unfunded obligations 60,135 55,855

Net amount recognised in respect
of defined-benefit plans (see below)

60,135 55,855

Net amount recognised in the balance sheet under the heading “Provisions
for pensions”.

Survey of defined-benefit plans
The AF Group has defined-benefit plans in Sweden and Switzerland. The
defined-benefit plans provide payments to employees when they retire.

Changes in obligations for defined-benefit plans
recognised in the balance

Group 2007 2006
Obligations for defined-benefit plans as at 1 January 55,855 57,933
Acquisition of companies? 2,849 —
Disposal of companies -1,440 —
Benefits paid -2,109 -1,676
Profit reduction -58 -2,187
Actuarial profit/losses recognised in equity 2,735 -328
Cost recognised in the income statement 2,239 2,333
Exchange differences 64 -220

Obligations for defined-benefit

plans as at 31 December 60,135 55,855

U The acquired net pension liability to Colenco, as calculated in the preliminary
acquisition analysis.
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Note 22 continued

Actuarial profit/losses recognised in equity

Historical information

Group 2007 2006 Group 2007 2006
Recognised in equity as at 1 Jan 5,088 5,416 Present value of defined-benefit obligations 60,135 55,855
Recognised in equity during the year 2,735 -328 Experienced-based adjustment in respect of
Recognised in equity administration liabilities (decrease + / increase -) -62 328
as at 31 Dec 7,823 5,088

Parent company’s retirement benefit obligations
Cost recognised in the income statement 2007 2006
Group 2007 2006 Present value of unfunded obligations® 27,161 26,969
Interest expense for the obligation 2,239 2,333 Recognised in respect of
Total net cost in the income statement 2,239 2,333 defined-benefit plans 27,161 26,969
The cost of defined-benefit plans is recognised in the Personnel costs row in Of which covered by a credit insurance
the income statement, apart from SEK 2,438,000 (2006: SEK 1,625,000) through FPG/PRI 27,161 26,969

which is recognised under Interest expense and similar profit/loss items. The
cost for defined-benefit plans in 2008 is expected to be on a par with the
cost recognised in 2007.

Assumptions for defined-benefit obligations
The most significant actuarial assumptions as at the end of the reporting
period (expressed as weighted averages).

Group 2007 2006
Discount rate as at 31 December, % 4.7 4.2
Future increase in retirement benefits, % 2.0 2.0
Annual increase in paid-up policies, % 2.0 2.0
Anticipated remaining period of service, in years 0.0 0.8

The above parameters have been set on the basis that almost all individuals
covered by the defined-benefit obligation are retired or holders of paid-up
policies. For 2008 the assumptions are not expected to differ significantly
from the parameters established for 2007 in view of the fact (as mentioned
above) that those to whom the obligation relates are pensioners or holders of
paid-up policies.

For some of the Group’s employees, the obligations in respect of retire-
ment pension and family pension for salaried staff in Sweden are secured
through insurance with Alecta. According to a statement from the Swedish
Financial Accounting Standards Council’'s Emerging Issues Task Force, URA
42, this is a defined-benefit plan covering a number of employers. For finan-
cial year 2007, the company has not had access to the information required
to recognise this plan as a defined-benefit plan. The ITP supplementary pen-
sions for salaried employees’ retirement benefits plan secured through insur-
ance with Alecta is, therefore, recognised as a defined-contribution plan.
Contributions during the year for retirement benefit insurance with Alecta
amounted to SEK 79,283,000 (2006: SEK 79,344,000). Alecta’s surplus may
be allocated to the insurance policy holder and/or the insured. At the close of
2007, Alecta’s surplus in the form of the collective funding ratio was 152.0
percent (2006: 143.1 percent). The collective funding ratio is the market
value of Alecta’s assets as a percentage of the insurance obligations calcu-
lated in accordance with Alecta’s actuarial calculation assumptions, which
are not in conformity with IAS 19.

U'n accordance with Swedish principles for calculating pensions obligations.

Net present value of pension obligations

2007 2006
Net present value of pension
obligations at start of year 26,969 26,693
Cost excl. interest expense
charged to profit 273 154
Interest expense 1,191 1,126
Pensions paid -1,272 -1,004
Net present value of pension
obligations at end of year 27,161 26,969
Expense recognised in the income statement

2007 2006
Cost of credit insurance 273 154
Interest expense on obligations 1,191 1,126
Total net expense in the income statement 1,464 1,280

The actuarial assumptions for the retirement benefit obligations of the parent
company for 2007 are inflation of 2.2 percent (2006: 1.5 percent) and a dis-
count rate of 3.6 percent (3.6 percent).

Defined-contribution plans

The AF Group has defined-contribution plans in Sweden and abroad. Contri-
butions to these plans are made continuously in accordance with the regula-
tions for each plan.

Group Parent company
2007 2006 2007 2006
Cost of defined-
contribution plans 192,623 163,937 6,562 8,150

Of the Group’s total expense for defined-contribution plans, SEK 79,283,000
(2006: SEK 79,344,000) refers to the ITP plan financed through Alecta, see
above.
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Group Change in provisions 2007 2006
Provisions which are non-current liabilities 2007 2006 Carrying amount at start of period 9,211 9,346
Restructuring costs 546 1,252 Transfers during reporting period 4,400 —
Provisions for future removal costs — 9,211 Amount used during period — -135
Other 8,328 6,988 Carrying amount at end of period 13,611 9,211
Total Al 17,451 During 2005 provisions for future removal costs were made as the agreement
.. . I reached with the new owner of the Group’s premises makes the removal of the
Prm{ls.lons which are current liabilities Group's business activities inevitable. As the move will take place in October
Provisions for future removal costs 9,211 - 2008, the provisions made in 2005 remained on the books in 2007.
Other 397 1,349 During 2007 provisions were also made for an incentive programme. (See
Total 9,608 1,349 Note 8.)
It is anticipated that non-current provisions will be settled within the next
Total provisions 18,482 18,800 three years.
Restructuring
Carrying amount at start of period 1,252 4,814
Amount used during period -706 -3,562
Carrying amount at end of period 546 1,252
Future removal costs
Carrying amount at start of period 9,211 9,211
Carrying amount at end of period 9,211 9,211
Other provisions
Carrying amount at start of period 8,337 2,240
Transfers during reporting period 4,400 285
Transfers during period via acq'd co's — 6,534
Amount used during period -4,409 -715
Other — -7
Carrying amount at end of period 8,328 8,337
Group’s total provisions
Total carrying amount at start of period 18,800 16,265
Transfers during reporting period 4,400 285
Transfers during period via acq'd co's — 6,534
Amount used during period -5,115 4,277
Other — -7
Total carrying amount at end of period 18,085 18,800
Parent company
Provisions 2007 2006
Provisions for future removal costs 9,211 9,211
Provisions for incentive programme 4,400 —
Total 13,611 9,211
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24 Taxes

Recognised in the income statement

Group

Current tax 2007 2006
Tax expense for the period -117,563 -50,551
Adjustment of tax attributable to previous years -5,083 276
Deferred tax

Deferred tax in respect of temporary differences 24,161 -5,438
Deferred tax receipts for the tax base of loss

carryforwards capitalised during the year — 5,599
Deferred tax expense resulting from the utiisation of the

tax base of loss carryforwards previously capitalised -3,566 —
Total recognised tax expense in the Group -102,051 -50,114
Parent company

Current tax 2007 2006
Tax expense for the period -91,114 -25,949
Adjustment of tax attributable to previous years 134 -200
Tax in respect of group

contributions paid/received 73,144 40,816
Deferred tax

Deferred tax in respect of temporary differences 1,336 -2,508
Total recognised tax receipt in

the parent company -16,500 12,159

Reconciliation of effective tax

Group 2007 (%) 2007 2006 (%) 2006
Profit before tax 322,052 157,900
Tax in accordance with

current tax rate 28.00 90,175 28.00 44,212
Effect of other tax rates for

foreign subsidiaries 0.06 205 -1.25 -1,972
Non-deductible expenses 3.47 11,165 4.86 7,675
Non-taxable income -3.73 -12,016 -1.31 -2,076
Increase in loss carry-forwards

without the corresponding

capitalisation of deferred tax 0.95 3,073 2.62 4,138
Tax attributable to previous years 1.58 5,083 -0.17 -276
Standardised interest rate

on tax allocation reserve 0.21 678 0.32 505
Other 1.15 3,688 -1.32  -2,092
Recognised effective tax 31.69 102,051 31.74 50,114
Reconciliation of effective tax

Parent company 2007 (%) 2007 2006 (%) 2006
Profit before tax 58,508 -18,588
Tax in accordance with current

tax rate for the parent company ~ 28.00 16,382 -28.00 -5,205
Non-deductible expenses 0.41 241 1.17 217
Non-taxable income -1.02 -599 -21.85 -4,062
Tax attributable to previous years  -0.23 -134 1.08 200
Standardised interest rate

on tax allocation reserve 1.04 610 2.25 418
Other — — -20.06  -3,727
Recognised effective tax 28.20 16,500 -65.41 -12,159

Recognised in the balance sheet

The current tax liability in the Group totals SEK 40,352,000. In 2006 the

Group had a tax asset of SEK 9,164,000.

The current tax liability in the parent company amounts to SEK

66,153,000 (SEK 4,486,000).



Note 24 continued
Deferred tax assets and tax liabilities

Recognised deferred tax assets and tax liabilities
Deferred tax assets and tax liabilities relate to the following:
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Deferred Deferred

Group tax assets tax liability Net

2007 2006 2007 2006 2007 2006
Non-current assets 924 1,425 -12,387 -6,235 -11,463 -4,810
Shares and participations — 1,933 -2 -165 -2 1,768
Current receivables and liabilities 4,177 3,249 — — 4,177 3,249
Other non-current liabilities — — -5 -109 -5 -109
Provisions 5,783 5177 -9,100 -968 -3,317 4,209
Loss carry-forwards 8,491 13,632 — — 8,491 13,632
Untaxed reserves — — -7,012 -28,826 -7,012 -28,826
Tax assets/tax liabilities 19,375 25,416 -28,506 -36,303 -9,131 -10,887
Set-off -7,772 -12,930 7,772 12,930 — —
Tax assets/tax liabilities, net 11,603 12,486 -20,734 -23,374 -9,131 -10,887

The unutilised loss carry-forwards include losses in Norway equivalent to SEK 6,928,000 (2006: SEK 3,855,000), where losses that arose before 1 January 2006 have

a time limitation of 10 years, while losses after that date have no time limitation.

Deferred Deferred
Parent company tax assets tax liability Net
2007 2006 2007 2006 2007 2006
Interest-bearing liabilities — — -5 -109 -5 -109
Provisions 3,811 — — — 3,811 —
Tax assets/tax liabilities 3,811 0 -5 -109 3,806 -109

Temporary difference between the carrying amount and the tax base
of participations directly owned by the parent company

AF recognises no deferred tax in respect of temporary differences relating to
investments in subsidiaries. Any future effects (tax deduction at source and
other deferred tax on profit-taking within the Group) are recognised when AF
is no longer able to control the reversal of such differences or when, for
other reasons, it is no longer unlikely that the reversal will take place in the
foreseeable future.

Unrecognised deferred tax assets

Deductible temporary differences and loss carry-forwards for tax purposes
for which deferred tax assets have not been recognised in the income state-
ments and balance sheets:

Group 2007 2006
Loss for tax purposes 8,847 20,816
8,847 20,816

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. The loss is attributable
largely to the Group’s German and Norwegian operations. The reduction from
the levels recognised in 2006 is due primarily to the sale of the Finnish and
French units.
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Change in deferred tax on temporary differences and loss carry-forwards

Recognised Acquisition Balance
Balance in the income Recognised disposal 31 Dec
Group 1 Jan 2007 statement in equity of business 2007
Non-current assets -3,042 984 -9,405 -11,463
Current receivables and liabilities 3,249 872 54 4,175
Interest-bearing liabilities -109 104 -5
Provisions 4,209 388 788 -8,702 -3,317
Untaxed reserves -28,826 21,814 -7,012
Utilisation of loss carry-forwards 13,632 -3,566 -1,575 8,491
-10,887 20,596 842 -19,682 -9,131
Recognised Balance
Balance in the income 31 Dec
Parent company 1 Jan 2006 statement 2006
Interest-bearing liabilities -180 71 -109
Provisions 2,579 -2,579 0
2,399 -2,508 -109
Recognised Balance
Balance in the income 31 Dec
Parent company 1 Jan 2007 statement 2007
Interest-bearing liabilities -109 104 -5
Provisions 3,811 3,811
-109 3,915 3,806

25 Accrued expenses and prepaid income

Group Parent company

2007 2006 2007 2006

Personnel-related liabilities 333,456 306,932 10,943 11,443

Accrued interest expense 291 1,320 291 1,320

Prepaid rental income 617 537 96 140
Accrued expenses,

sub-consultants 10,705 9,230 — —

Other 48,636 52,734 4,371 4,229

393,705 370,753 15,701 17,132
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26 Financial assets and liabilities

Fair value and carrying amount are reported in the balance sheet below:

Group 2007 Group 2006
Derivatives Accounts Derivatives Accounts
used in receivable Total used in receivable Total

hedge and loan Financial carrying Fair hedge and loan Financial carrying Fair
Thousands of SEK accounting receivables liabilities amount value accounting receivables liabilities amount value
Financial investments 3,873 3,873 3,873 1,950 1,950 1,950
Non-current receivables 2026 2,026 2,026 2,895 2,895 2,895
Accounts receivable 799,854 799,854 799,854 698,147 698,147 698,147
Other receivables — — 99 99 99
Cash and bank 306,508 306,508 306,508 257,474 257,474 257,474
Total 1,108,388 1,112,261 1,112,261 99 960,466 960,565 960,565
Non-current interestbearing liabilities 64,815 64,815 64,684 79,164 79,164 79,088
Other non-current liabilities 25,470 25,470 25,470 38,971 38,971 38,971
Current interestbearing liabilities 273,085 273,085 273,085 219,813 219,813 219,813
Accounts payable 181,798 181,798 181,798 172,351 172,351 172,351
Other liabilities 206 206 206 — —
Total 206 545,168 545,374 545,243 510,299 510,299 510,223

Parent company 2007 Parent company 2006
Derivatives Accounts Derivatives Accounts

used in receivable Total used in receivable Total

hedge and loan Financial carrying Fair hedge and loan Financial carrying Fair
Thousands of SEK accounting  receivables liabilities amount value accounting receivables liabilities amount value
Accounts receivable 2,995 2,995 2,995 1,647 1,647 1,647
Other receivables 11,838 11,838 11,838 569,556 569,556 569,556
Cash and bank 2,415 2,415 2,415 101,728 101,728 101,728
Total 17,248 17,248 17,248 672,931 672,931 672,931
Convertible debenture 7,613 7,613 7,613 52,471 52,471 52,471
Liabilities to credit institutions 243,195 243,195 243,195 200,000 200,000 200,000
Accounts payable 27,307 27,307 27,307 14,683 14,683 14,683
Other liabilities 3,852 3,852 3,852 48,781 48,781 48,781

Total 281,967 281,967 281,967 315,935 315,935 315,935
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Note 26 continued

Age analysis of portfolio assets past due but not impaired Group Parent company

2007 2006 2007 2006
< 30 days 118,676 67,331 34 11
30-90 days 26,774 17,783 8 —
91-180 days 21,096 6,068 D —
> 180 days 19,690 19,801 — —
Total 186,236 110,983 47 11

Change in doubtful receivables

Group Parent company
Provision for doubtful receivables 2007 2006 2007 2006
Provision at start of year 5,722 3,770 — —
Provision for probable losses 1,983 3,360 — —
Realised losses =31 -152 — —
Recovered losses -3,364 -1,256 — —
Provision at end of year 4,310 5,722 — —
Calculation of fair value Derivative instruments
Fair value agrees in all essentials with recognised value, except in the case of Forward contracts are valued by discounting the forward price and deducting
certain fixed-interest non-current liabilities to credit institutions and the con- the spot price.
vertible debenture loan (Note 21).
The following provides a summary of the main methods and assumptions Non-current liabilities

used to determine the fair value of the Group’s financial instruments. Non-current liabilities are valued by adding to the loan the discounted inter-

est rate difference between the agreed loan interest rate and the market rate
Securities up to maturity for equivalent loans.

Fair value is based on the quoted market price at the end of the reporting
period less transaction costs.



27 Financial risks and financial policy

The Group’s overall risk management policy focuses on the unpredictability
of the financial markets. The aim is to ensure cost-effective financing while
minimising the negative effects of market fluctuations on the Group’s earn-
ings. Derivative instruments are used to hedge some risk exposure.

The Group’s risk management is handled centrally by the parent compa-
ny’s Corporate Finance department on the basis of policies adopted by the
Board of Directors. Corporate Finance identifies, evaluates and hedges finan-
cial risks in close collaboration with the Group’s operating units.

The Group is exposed to many different kinds of financial risk through its
operations, 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 operations.
Exchange rate risk is relatively limited in the AF Group.

Loans are raised, and investments made, in the functional currency.

Translation exposure

Foreign subsidiaries account for a relatively small part of the Group’s total
assets, and so translation exposure resulting from the revaluation of foreign
subsidiaries’ net assets is relatively limited. The AF Group therefore has a
policy of not hedging currency translation exposure.

Transaction exposure

Exchange rate risks are also relatively limited as most payments are made in
the functional currency. Where this is not the case, large sums are hedged
using derivatives. The Group classifies the forward contracts used for hedg-
ing forecast transactions as cash flow hedges. The net fair value of these for-
ward contracts was equivalent to SEK -206,000 (2006: SEK 99,000). The
hedges were performed during the fourth quarter of 2007 and mature in the
period 4 January 2008 to 14 May 2008. Assets totalled SEK 42,000 (SEK
99,000) and liabilities SEK 248,000 (SEK 0). The net liability of SEK 206,000
has been included in the balance sheet under “Other liabilities”.

2007 2006

Fair Book Fair Book
Receivables value value value value
EUR — — 9 9
USD 42 42 90 90
Liabilities
EUR 87 87 — —
DKK 161 161 — —

Net -206 -206 99 99
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Interest rate risk

In accordance with AF policy, the Group’s cash and cash equivalents are
deposited in bank accounts at local banks. There are no other material inter-
est-bearing assets, and so income and cash flows from operating activities
are essentially independent of changes in market interest rates.

Liabilities to credit institutions consist largely of bank loans at variable
interest rates, but since indebtedness is not very great, the exposure to
changes in market interest rates is not significant. Information about the
terms of the loans, effective annual rates and maturity structure is provided
in Note 20.

Credit risk

Credit risk is a result of the company having at all times a substantial number
of outstanding trade receivables, in other words the credit granted to clients.
This risk is limited through the Group’s set principles for ensuring that sales
are made to clients with an appropriate payment history, and through advance
payments. AF’s ten largest clients, which together account for 20 percent of
the Group’s invoiced sales, are all large listed companies or government
institutions. 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 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’s indebtedness increased during 2007 as a consequence of
corporate acquisitions. See Note 20 for information on maturity structure
and interest rate levels.

Sensitivity analysis

Interest rate

84 percent of the Group’s total borrowings at the close of the reporting
period comprise loans at floating interest rates. A +/- 0.5 percent change in
interest rate of the annual average interest rate on these loans affects inter-
est expense by +/- SEK 1.1 million.

Foreign currency

29 percent of the Group’s earnings arise from foreign units, with 16 percent
arising from units with EUR as the local currency and 8 percent with CHF as
the local currency. A change in the average exchange rate of the Euro (EUR)
for 2007 of +/- SEK 0.25 would have affected pre-tax earnings by +/- SEK
0.9 million, and a change in the average exchange rate of the Swiss franc (CHF)
of +/- SEK 0.25 would have affected pre-tax earnings by +/~ SEK 0.8 million.

109



ANNUAL REPORT AB ANGPANNEFORENINGEN 2007

28 Operating leases

Leasing agreements where the company is the lessee

29 Pledged assets, contingent liabilities
and contingent assets

Operating Iea;es cover rente_nl agreements for properties, Ieasing agree- 2007 Group 2006 ZPS(;s;nt Comfg&
ments for vehicles under which employees assume all the financial risks and
benefits associated with the vehicles, and the lease of certain items of office Pledged assets
equipment. Vehicles are generally leased for three years. The outstanding In the form of pledged assets
leasing stock is worth approximately SEK 27 million (SEK 23 million). for the Group’s own liabilities
and provisions
Non-revocable leasing payments are as follows Property mortgages 41,485 — —
Group Parent company FIoating charges 132,755 101,100 — —
2007 2006 2007 2006 Blocked bank accounts 38 36 - —
Within one year 109,053 90,369 72,485 57,994 Pledged assets, others 5243 17,189 — —
1-5 years 436,330 351,927 385,277 317,004 Total pledged assets 179,521 118,325 — —
More than 5 years 458912 413,299 457,524 397,608
1,004,295 855,595 915,286 772,606 Contingent liabilities
Guarantees, FPG/PRI 1,059 1,046 543 539
Leasing payments during the year Other guarantees — 3801 — —
Group Parent company Sureties given for the benefit
2007 2006 2007 2006 of subsidiaries — — 140,372 120,347
Premises 102,174 123832 60,194 55897 Sureties given 199,003 81,342 — —
Other 22700 21,755 634 1,162 Total contingent liabilities 160,062 86,789 140,915 120,886

124,874 145,587 60,878 57,059

Pledged assets have arisen in the Group in conjunction with the acquisition of
companies during 2007.

The change in the value of sureties given by the parent company between
the years refers primarily to an increase in the guarantees issued by the par-
ent company.

Contingent assets
The Group does not anticipate that any contingent assets will arise.



30 Transactions with related parties

The parent company has a related party relationship with its subsidiaries, see
Note 31.

Summary of related party transactions
Group .
The term “related parties” in the Group refers primarily to Angpanneférenin-
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For remuneration to senior executives, see Note 8.
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The subsidiaries AF-CTS Oy and AF-Chleq Froté SA have been sold to the
respective company management in accordance with the decision of an

extraordinary general meeting of shareh

Related party relationships
Parent company

olders.

' " ! Sale of  Purchase Liabilities Receivables
gen'’s Foundation for Research and Development and associated companies. servicesto  of services  to related from related
Transactions with these parties took place on market terms. related from related parties: parties:

Year parties parties 31 Dec. 31 Dec.
Related party relationships oot Puch Liabiitis. Receivab Subsidiaries 2007 126,409 11,572 77,880 687,292
ol Pucase . Labites el Sigaies 2006 168348 17015 46781 569202
related from related parties: parties:
Year parties parties 31 Dec. 31 Dec. Associated companies 2007 781 _ _ 60
Associated companies 2007 9,114 2,532 — 722 Associated companies 2006 794 _ _ 292
Associated companies 2006 10,503 20,789 187 1,148
; Angpanneféreningen’s
Angpannefdreningen’s Foundation for R&D 2007 271 — — 28
lfoundation for R&D 2007 271 — — 28 Angpannefdreningen’s
Angpannefdreningen’s Foundation for R&D 2006 485 — — 22
Foundation for R&D 2006 485 — — 22
puring 2007, in addition to the above, the Group received grants from
Angpanneforeningen’s Foundation for Research and Development amounting
to SEK 1,914,000 (2006: SEK 2,321,000). These grants were for projects
administered by the Group.
31 Group subsidiaries
Companies owned directly by the parent company 2007 2006
Number Interest, Carrying Interest, Carrying
Corporate ID Reg'd office of shares percent? value percent! value
AF-System AB 556092-4044 Stockholm 60,000 100 71,517 100 47,757
AFdnfrastruktur AB 556185-2103 Stockholm 1,000 100 258,507 100 135,643
AF-Consult AB 556101-7384 Stockholm 50,000 100 582,798 100 520,590
AFKontroll AB 556033-5977 Stockholm 20,000 100 73,923 100 43,899
AF AB 556158-1249 Stockholm 2,000 100 155 100 155
AF-Teknik & Miljo AB 556534-7423 Stockholm 3,076 100 10,494 100 10,494
AF-Engineering s r o 263 66 550 Czech Rep. 20,000 10 1,069 — —
AF Brasil Consultoria Em Processos Industrias Ltda 08.164.752/0001-08 Brazil 10 1 — — —
998,463 758,538
1 Participating interest refers to both the voting share and the proportion of the total number of shares.
Specification of the change in carrying values during the year Parent company
2007 2006
Carrying value brought forward 758,538 —
Acquisitions 1,069 532,721
Shareholders’ contributions 238,856 105,797
Disposals — -125,969
Value carried forward 998,463 512,549
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Note 31 continued

Comprehensive list of Group subsidiaries 2007 2006
Number Interest, Carrying Interest, Carrying
Corporate ID Reg'd office of shares percenty value percentv value
AF-System AB 556092-4044 Stockholm 60,000 100 71,517 100 47,757
Arjano Data AB 556257-0563 Stockholm — 100 — 100 —
AF-Combra AB 556562-3245 Sollentuna — 100 — 100 —
Combra Industriteknik AB 5564986221 Sollentuna — 100 — 100 —
Combra Systemutveckling AB 556498-6239 Sollentuna — 100 — 100 —
Combra Syd AB 556662-7203 Lund — 100 — 100 —
AFdnfrastruktur AB 556185-2103 Stockholm 1,000 100 258,507 100 135,643
SwedRail AB 556209-1644 Stockholm — 100 — 100 —
AF-nstallation AB 556070-5039 Stockholm — 100 — 100 —
AF-Consult AS? 955 021 037 Norway — 100 — 100 —
Geir Hoiem AS 937173873 Norway — — — 100 —
Benolund AS 977 263 425 Norway — 100 — — —
AF-Funktionspartner AB 556099-8071 Malmo — 100 — 100 —
AF-nfraplan AB 5563459600 Umed = 100 = 100 —
AF-STIBI AB 5565839973 Stockholm — 100 — 100 —
AFIngemansson AB 556067-5067 Malmo — 100 — 100 —
Brekke & Strand akustikk AS 959 138 923 Norway — 100 — 100 —
Ingemansson Automotive AB 556555-2022 Malmo — 100 — 100 —
Lekab i Dalarna AB 556142-1818 Orsa — 100 — 100 —
JamtTeknik vid Storsjon AB 556601-0624 Ostersund — 100 — 100 —
Sidus Konsult AB 556371-7874 Stockholm — 100 — 100 —
Elektrokonsult i Jonkoping AB 556069-7103 Jonkoping — 100 — 100 —
AF-Hansen & Henneberg AS 1359 08 85 Denmark — 80 — 49 —
ECC Teknik AB 556446-9855 Falun — 100 — — —
LHT Konsult AB 556209-3160 Uppsala — 100 — — —

Ingenjorsbyran Elektrokonsult

Civilingenjor Lars Svensson AB 556320-3602 Gothenburg — 100 — — —
AF-Consult AB 556101-7384 Stockholm 50,000 100 582,798 100 520,590
AF-Chleq Froté S.A. 582 009 197 France — — — 65 —
AF-Process GmbH 218 403 818 Germany — 90 — 90 —
AF-Process b.v 09157996 Netherlands — 100 — — —
AF-CTS Oy 0935556-1 Finland — — — 100 —
AF-Energi & Miljc AB 556329-2159 Stockholm — 100 — 100 —
Graphium Consult AB 556056-2018 Stockholm — 100 — 100 —
Goteborg Energi International AB 5563176014 Gothenburg — 100 — 100 —
AFIndustri AB 556074-0416 Stockholm — — — 100 —
AFndustri & System AS 911 733 412 Norway = = = 100 —
IMKAB-Industriell Miljiokontroll AB 5565256152 Enkoping — — — 100 —
A.B.ILK. Industrikonstruktioner i Floda AB 556228-2342 Gothenburg — — — 100 —
AF-Proinstall Sp.z.0.0 0000252538 Poland — 99 — 99 —

1 Participating interest refers to both the voting share and the proportion of the total number of shares.
2 The Norwegian company Ing. Kjell Adolfsen AS (corp. ID 976907981) acquired in 2007 was merged in 2007 with AF Consult AS.
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Note 31 continued

Comprehensive list of Group subsidiaries

2007 2006
Number Interest, Carrying Interest, Carrying
Corporate ID Reg'd office of shares percenty value percenty value
AF Brasil Consultoria Em Processos Industrias Ltda 08.164.752/0001-08 Brazil — 99 — — —
Colenco Power Engineering AG CH-400.3.924.101-4 Switzerland — 100 — — —
International Power Design Ltd. CH-400.3.025.445-4  Switzerland — 100 — — —
Colenco ltalia S.r.| MI-1808529 ltaly — 100 — — —
Colenco Engineering S.R.L. 17 669 779 Romania — 51 — — —
Colenco Thailand Ltd. 3011879733 Thailand — 100 — — —
AF-Enprima Oy 18001896 Finland — 100 — 100 —
LLC Enprima 1037800096641 Russia — 100 — 100 —
AS Enprima Estivo 10 449 422 Estonia — 100 — 100 —
UAB "Enprima” 300 544 325 Lithuania — 100 — 100 —
Enprima Engineering Oy 18 001 896 Finland — 100 — 100 —
Enprima Deutchland GmbH 24/388/00843 Germany — 100 — 100 —
Fortum Engineering Romania S.r.| R10224145 Romania — 100 — 100 —
Fortum Engineering UK in liquidation 2873332 England — 100 — 100 —
AF A/S 21 007 994 Denmark — 100 — 100 —
Benima Finland Oy 07255030 Finland — 100 — 100 —
Benima Norway AS 936 097 367 Norway — 100 — 100 —
Benima AB 556212-3728 MdIndal — 100 — 100 —
Benima SydVast AB 556224-8012 MdIndal — 100 — 100 —
Benima SydOst AB 5564436722 Kalmar — 100 — 100 —
Benima Mellan AB 556366-5156 Stockholm — 100 — 100 —
Benima Norr AB 556223-5621 Pited — — — 100 —
AF Engineering s.r.o 263 66 550 Czech Rep. — 90 — — —
Cordinor Energi & Miljo AB 556344-7787 Lulea — 100 — — —
0U Automaatika Inseneribiiroo 11297301 Estonia — 100 — — —
AFKontroll AB 556033-56977 Stockholm 20,000 100 73,923 100 43,899
AF AB 556158-1249 Stockholm 2,000 100 155 100 155
AF-Teknik & Milio AB 556534-7423 Stockholm 3,076 100 10,494 100 10,494
AF Engineering s.r.0 263 66 550 Czech Rep. 20,000 10 1,069 — —
AF Brasil Consultoria Em Processos Industrias Ltda 08.164.752/0001-08 Brazil 10 1 0 — —
998,463 758,538

1 Participating interest refers to both the voting share and the proportion of the total number of shares.
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32 Untaxed reserves

Parent company

AB ANGPANNEFORENINGEN 2007

Accumulated depreciation in excess of plan 2007 2006
Opening balance 1 January — 479
Disposals and retirements, bldgs = —
Depreciation during the year, equipment & fittings 1,638 -479
Closing balance 31 December 1,638 —
Tax allocation reserves

Tax allocation reserve, 2002 — 18,000
Tax allocation reserve, 2003 — 14,250
Tax allocation reserve, 2006 — 20,026
Tax allocation reserve, 2007 — 33,270
Closing balance 31 December — 85,546
Total untaxed reserves 1,638 85,546

33 Cash flow statement

Interest paid and dividends received

Acquisition of subsidiaries and other business units

Group
Acquired assets and liabilities 2007 2006
Intangible assets 251,315 734,473
Tangible assets 110,293 12,166
Financial assets 6,528 8,186
Operating receivables 94,544 323,044
Cash and cash equivalents 113,580 177,190
Non-current provisions -2,829 -2,149
Non-current interest-bearing liabilities -41,846 -7,694
Deferred tax liabilities -17,998 -5,554
Current interest-bearing liabilities — -1,935
Current operating liabilities -70,526 -315,339
Minority interest previously acquired -3,933 —
Total acquired net assets 439,128 922,388
Purchase price: 439,128 922,388
Deduct: New issue -16,826 -155,554
Sales promissory notes -84,240 -32,582
Purchase price paid 338,062 734,252
Deduct: Cash and cash equivalents in
the acquired operation 113,580 177,190
Effect on cash and cash equivalents -224,482 -557,062

Group Parent company
2007 2006 2007 2006
Dividends received 12 38 — 9,026
Interest received 13,291 7,357 27,519 15,696
Interest paid -17,080 -19,080 -13,883 -15,991
-3,777 -11,685 13,636 8,731

Adjustment for items not included in cash flow

Group Parent company

2007 2006 2007 2006

Depreciation/amortisation 48,827 51,433 4,370 7,971
Impairment/retirements 11,298 6,628 4,695 1,585
Results of disposals — -19,423 —  -3,357
Interest-bearing PRI liability 2,438 1,625 1,183 1,126
Other 11,041 -8,876 3,409 -985
73,604 31,387 13,657 6,340

Transactions which do not lead to payments

Group Parent company
2007 2006 2007 2006
Acquisition of assets through
financial lease 13,199 20,543 — —
Conversion of convertible loan 46,075 — 46,075 —

34 Events after the accounting year-end

On 19 February AF acquired the consulting business Proplate IT with 22
members of staff in Karlstad, Orebro and Karlskoga (Sweden). Proplate IT is
a well established consulting company which offers qualified IT services for
Swedish industry. Proplate IT is to be consolidated into the AF Group with

effect from 1 March 2008.



35 Critical estimates and assumptions

Key sources of estimation uncertainty
The Group makes estimates and assumptions about the future. By definition,
the resulting accounting estimates will rarely correspond to the actual out-
come. Estimates and judgements are reviewed regularly and are based on
historical experience and other factors, including expectations of future
events, which are considered reasonable under the circumstances.

Those estimates and assumptions which, if changed, could result in mate-
rial adjustments to the carrying amounts of assets and liabilities during the
coming financial year are presented below.

Impairment of goodwill

When calculating the recoverable amount of cash-generating units, a number
of assumptions about future circumstances and estimates of parameters
have been made. Changes to these assumptions and estimates could have
an effect on the carrying amount of goodwill (see Note 13).

The forecasts of future cash flows used are based on the budget adopted
by management for the coming year supplemented with a general assess-
ment covering a further five years. The forecast cash flows have been based
on an estimated annual growth rate of 2-3 percent. The forecast cash flows
have been discounted to present value at a discount rate of 10 percent
before tax.

The impairment test for the year did not give rise to any impairments.

A lower assumed rate of growth would result in a lower recoverable
amount. The reverse applies if the calculation of the recoverable amount is
based on a higher assumed growth rate. Were future cash flows to be dis-
counted at a higher rate of interest, the recoverable amount would be lower,
while the recoverable amount would be higher with a lower discount rate.

Retirement benefit obligations

The Group's net obligations under defined-benefit plans are calculated sepa-
rately 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 ben-
efit obligations is based on a number of assumptions (see Note 22). The dis-
count rate is the market yield at the end of the reporting period on govern-
ment bonds with a maturity corresponding to that of the Group’s estimated
average retirement benefit obligations. The discount rate used is 4.7 per-
cent. The calculations have been performed by a qualified actuary using the
projected unit credit method. Were a lower discount rate to be used, the obli-
gations would increase and have a negative effect on the Group’s equity. The
reverse applies if a higher discount rate is used.

Stage of completion of contracts

The percentage of completion method is applied to all assignments whose
outcome can be measured reliably. The majority of assignments are per-
formed on an open-account basis, 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 the income statement on the basis
of the stage of completion at the end of the reporting period. The stage of

completion is determined by having an assignment manager make an assess-

ment of the amount of work that has been completed in relation to the
amount of work still remaining. In the event of significant uncertainty about
its value, no revenue is recognised.
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36 Information about the parent company

AB Angpanneforeningen is registered in Sweden as a joint-stock company.
The parent company’s shares are listed on the Stockholm stock market. The
address to the company’s registered office is Fleminggatan 7, Box 8133,
SE-104 20 Stockholm, Sweden.

The Group consolidated accounts for the financial year 2007 comprise the
accounts for the parent company and its subsidiaries, which together form
“the Group”. The Group also includes participations in associated companies.
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