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Thisis Ericsson

Ericsson provides high-performing solutions to enable

its customers to capture the full value of connectivity. The
Company supplies communication infrastructure, services
and software to the telecom industry and other sectors.
Ericsson has approximately 100,000 employees and serves
customers in more than 180 countries. Ericsson is listed on
Nasdag Stockholm and the Ericsson ADS trade on NASDAQ
New York. The Company’s headquarters are located in
Stockholm, Sweden.

It all started in a mechanical workshop in Stockholmin 1876
where Lars Magnus Ericsson designed telephones and his
wife Hilda manufactured them by winding copper wire coils.
With 5G now a commercial reality, we continue to invest to
strengthen our 5G leadership. Our portfolio is designed to
help our customers digitalize and to increase efficiency in
anintelligent and sustainable way, while finding new
revenue streams.

The business is divided into four segments with the telecom
operators as the main customer group. The segments are
Networks, Digital Services, Managed Services and Emerging
Business and Other. The market is divided into five geograph-
ical market areas: North America, Europe and Latin America,
Middle East and Africa, South East Asia, Oceania and India
and North East Asia.
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President and CEO

“We were able to com-
plete our turnaround,
increase market share
and accelerate our
expansion into the enter-
prise market. We are also
beginning a new chap-
ter of profitable growth
showing how critical our
technology really is.”

. Entering a new chapter of growth and profitability

Despite a challenging environment in 2020, we completed
our turnaround, delivered on our financial targets, and
established a leadership position in 5G. More importantly,
our people continued to deliver and to serve our customers
with no disruptions. The pandemic showed the criticality
of the digital infrastructure for society. Looking ahead, this
infrastructure will increasingly drive global sustainable
growth and Ericsson is well positioned to create value
from the ongoing digital transformation.

During 2020, we have seen good momentum
forour focused strategy. We were able to
complete the turnaround, underscored by
organic topline growth of 5%, a strong gross
margin of 40.3%, operating margin of 12.0%
and solid free cash flow before M&A amount-
ing to SEK 22.3 billion. This means we have
successfully exceeded our 2020 targets set
three years ago.

As we move into the next phase of our
journey, we do so from a strong position. We
continue to transform the Company through
maintained focus on R&D. Over the last
few years, we have added more than 5,000
engineers and R&D now accounts for 26% of
the total workforce. Technology leadership is
critical for providing competitive solutions to
our customers, but it is equally important for
our cost competitiveness.

In November 2020, we presented a long-
term profitability target of 15—-18% EBITA
margin excluding restructuring charges for
the Group, and a long-term free cash flow
target (before M&A) of 9—12% of sales. These
targets will be achieved mainly by increasing
market share in our primary segments and
accelerating growth in the enterprise market.
We stand firmly by our 2022 targets as an
important stepping stone towards our long-
term targets.

We made critical inroads into the enterprise
market with the acquisition of Cradlepoint.
With solutions for wirelessly connecting fixed
and temporary sites such as field services and
IoT devices, Cradlepoint complements our
established enterprise offerings and creates
new revenue streams for our mobile operator
customers.

We continue to see that M&A will play an
important role in further strengthening our

Company and our focus going forward will
be on opportunities close to our portfolio. To
ensure that we do not repeat mistakes, we
have established a disciplined end-to-end
process built on thorough evaluation, careful
due diligence, integration planning as well as
accountability and close follow-up.

The global pandemic
The COVID-19 pandemic has put the world
under extreme stress. Our focus throughout
has been on the health and safety of our
employees, customers and other stakeholders.
At the start of the pandemic, we transitioned
nearly all of our staff to working from home
and by the end of 2020 about 90,000 of
our colleagues were working remotely, with
minimal disruption to our customers. Iam
inspired by the level of commitment that my
colleagues have shown throughout the past
year. It has been a difficult one on many levels,
but our people — all around the Company —
have continued to deliver. All of them have my
deepest gratitude.

The COVID-19 pandemic has acceler-
ated the pace of digital transformation
and confirmed that wireless connectivity is
critical infrastructure that underpins society.
Eventually we will return to more normal
circumstances, but I don't believe that we
will revert back to the status quo that existed
before. Forexample, we will most likely see
remote working as part of the new normal.

Capturing the 5G opportunity

5Gis a transformational technology, more
so than previous generations of mobile con-
nectivity. With 4G, the world had a global
standard that empowered the emergence
of platform companies whose value was
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multiplied by the underlying network. This
ecosystem allowed consumers to digitalize.
With 5G, enterprises will be able to choose
cellular connectivity as a primary access tech-
nology, likely speeding up their digitalization.

However, I caution against looking for
the killer 5G app. With 4G, we did not predict
in advance the emergence of the many new
business models such as streaming orride
hailing. Countries that built out their 4G
infrastructure first, came to dominate the app
economy. We believe this development will be
similar for 5G, but for enterprise applications.

Despite the pandemic, the pace of intro-
ducing new 5G functionality increased during
2020. According to our estimates, there were
220 million global 5G subscriptions at the end
of 2020, with China accounting for 175 million
of those — oralmost 80%. 5G is no longeran
eventuality, itis here and now.

Europe used to be a leaderin wireless
technology but started to fall behind on 4G. It
now runs the risk of falling even further behind
North America and North East Asia. Europe
must find ways to speed up the roll-out of 5G
to avoid losing its competitiveness. Return on
capital for European operators is lower than
cost of capital. We believe that Europe needs
to review its regulation of operators, spectrum
policies, while also allowing forindustry
consolidation.

Our Company’s position

We are now a leader in 5G technology. Since
2015, we have shipped 6 million 5G-ready
radios and during 2020, we announced 44
5G contracts and we closed the year with 122
commercial agreements and 79 live 5G net-
works globally. Through our focused strategy,
we continue to develop and deploy products,
solutions and services that push the industry
forward — like the introduction of software
enabling 5G to operate independently of

4G networks.

We firmly believe in openness and the
value of standardization. Open RAN continues
to be widely discussed in ourindustry and
we are actively participating in defining
Open RAN standards. We believe Open
RAN standards will continue to evolve in the
coming years, starting with less-demanding
applications. In October 2020, we introduced
anew Cloud RAN portfolio forincreased
network flexibility, as a complement to high-
performing purpose-built networks. We will
continue to strengthen our position in Open
RAN, however 5G is happening now and our

focus must be on providing the wider ecosys-
tem of developers and enterprises fast access
to 5G so they can benefit from its full potential.

Our patent portfolio in cellular technology
is world leading and through our 5G leader-
ship we are confident in the strength of the
portfolio long term. Thanks to our investments
in R&D, we now have more than 57,000
granted patents and over 100 signed licensing
agreements. Return on R&D investments,
through licensing based on fair, reasonable,
and non-discriminatory terms and condi-
tions, is critical to ensure new investments in
innovation and the continued success of open,
collaborative standardization. However, when
these terms are breached, we will take swift
and firm action.

Sustainability and responsible business
Sustainability and corporate responsibility
are integral parts of our business strategy
and operations and our performance is
reflected in the Sustainability and Corporate
Responsibility report. We continue to support
the ten principles of the UN Global Compact
and the UN Guiding Principles on Business
and Human Rights as important elements of
ourcommitment to responsible business.

During 2020, Ericsson remained a driving
force for global climate action. Our approach
can help break the energy curve for mobile
networks and how digitalization can reduce
carbon emissions 15% by 2030 in sectors
like transport and manufacturing. We have a
target to be carbon neutral in our operations
by 2030 and our 5G Smart Factory in the US,
which integrates sustainability into its building
design and operations, is an example of how
this impacts our ways of working.

In addition, as part of our digital inclusion
efforts we became the first private-sector
partner of UNICEF's Giga initiative which aims
to connect every school on the planet to the
internet by 2030.

We continue to improve and strengthen
our Ethics and Compliance program. In June,
we welcomed the independent compliance
monitor who will oversee our progress in
enhancing this program. While this will surely
be a demanding process, I view it as a way to
make sure we reach our high ambitions.

Most importantly perhaps, we remain
steadfast in our efforts to foster a culture of
integrity where we speak up and resolutely
address any instance of incorrect behavior.
We spend a significant amount of time in the
Executive Team discussing these matters

to ensure that we keep improving and be

the company we want to be — and that

people expect us to be. We have taken many
important steps to engage the workforce in

a cross-functional fashion, including making
our processes more robust and increasing our
headcount in the compliance area. But this
important work continues, as we need to make
sure that compliance is an integral part of how
we conduct all our business.

Insummary

I.am proud of our results during 2020. Not only
were we able to complete our turnaround, we
also showed the world how critical our tech-
nology is to economic growth and sustainable
development. Vital parts of our society, such
as hospitals and schools, as well as families
and friends, depend on the infrastructure

we provide. These achievements would not
be possible without our incredible people.
The spirit of resourcefulness, and grit, is why
Ericsson employees truly rock!

We should, however, not be complacent.
2021 will be aninvestment year to further
strengthen our competitiveness. We also see
that earnings in the year could be negatively
impacted by lower patent licensing revenues
due to important contract renewals and that
the acquisition of Cradlepoint will have a
negative effect on our operating margin. Our
2022 targets remain in place and they are a
milestone on the journey towards reaching our
long-term target of 15—18% EBITA margin
excluding restructuring charges.

When we are finally able to look back upon
the pandemic, we will see that we accelerated
the digitalization of society which altered
many ways of working. These developments
present a great opportunity for us, as 5G will
be front and centerin the post-pandemic
world. At the same time, we all look forward
to meeting our friends and colleagues face-
to face again, to interact, trade ideas and
innovate. This is a basic human need that will
remain. And as the physical and digital worlds
continue to merge, our technology and inno-
vations will play an essential role.

Borje Ekholm
President and CEO
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Business strategy

Creating long-term value

— Profitable: growth is managed for positive — Improved end-customer experience — the

Our strategy is to create long-term value
through technology leadership. We aim

to address long-term opportunities that
present clear advantages of scale and new,
profitable revenue streams. Our ambition is to
grow faster than the market, with a focused
approach based on the following criteria:

— Selective: product-led growth aligned

returns and to support Group financial
targets. New contracts forincreased mar-
ket footprint, may in some cases be associ-
ated with challenging near-term returns as
the cost for telecom operators to change
vendors can be high, however contracts are
expected to be profitable over time.

main differentiator among telecom opera-
tors. Through Artificial Intelligence (AI)
and automation, the customer experience
can be considerably improved by ensuring
coverage, performance and reliability. We
can provide Key Performance Indicators
for telecom operators so that the telecom
operators can better analyze, understand,

with our streamlined portfolio and existing
customer base.

Disciplined: commercial and financial
discipline, and excellence in contract
execution.

A customer centric strategy and optimize their networks to delivera
Ourmission is to enable the full value of con- superior customer experience.

nectivity for our customers, the telecom opera-  — Relentless efficiency improvements to

tors. There are three key areas in which we can lower the cost of delivering the increasing
support our customers’ success: trafficin the networks. 5G will increase

— Capture new revenue streams and new spectrum efficiency and is also significantly

Ericsson business strategy

Purpose and vision

Empowering an intelligent, sustainable and connected world.

Our customers’ needs

New revenue streams

Ourfocus

Digital infrastructure...

opportunities made possible by 5G and
Internet of Things (IoT).

Mission
Enabling the full value of connectivity for telecom operators.

End-customer experience

more power efficient, thereby reducing cost
and supporting climate targets.

Relentless efficiency improvements

Leadershipin 5G, scalable, resilient and reliable networks and platforms, orchestration and business enablement.
Superior efficiency and customer experience with automated Al-based zero touch operations and services.

... forcustomer use

Supporting mobile broadband and application acceleration with
global, ubiquitous, high-speed and low-latency connectivity.

Foundation

Technology leadership

Cost efficiency

... forenterprise use

Data-driven operations

Solutions supporting digital transformation from IoT
to dedicated and cloud native enterprise networks.

Global scale and skill
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The strategy stands on a foundation
of four pillars:

Technology leadership

Investments in research and development
(R&D) and technology leadership allow us
to bring innovative solutions to the market
ahead of competitors, giving our customers
an advantage.

Ericsson has a strong commitment to R&D
with substantial contributions to cutting-
edge standards and technologies. It is the
Company's policy to protect and capitalize
onits R&D investments by creating, securing,
protecting and licensing a portfolio of patents
in support of the overall business goals. The
value of Ericsson’s IP portfolio by the end of
2020 extended to more than 57,000 granted
patents.

Ericsson supports licensing standard
essential patents on fair, reasonable, and non-
discriminatory terms, known as FRAND, ensur-
ing a healthy ecosystem for the future. These
licensing terms support deep standardization
and allow for scalable manufacturing, thereby
lowering prices for consumers. Through
FRAND licensing, innovative companies are
compensated via patent royalties and are thus
able to continue to reinvest in the next genera-
tion of technology, unlocking the latest digital
experiences for everyone to enjoy.

Cost efficiency

A cost-efficient base is essential for our busi-
ness. Investments in R&D enable not only
technology leadership but also cost leader-
ship. Using the latest technology enables us to
bring down cost in our solutions. This benefits
both us and our customers.

Data-Driven Operations

Network complexity is rapidly increasing with
5G, Cloud, IoT and other new technologies,
and it is becoming challenging for humans
to keep up with this complexity. Running

a 5G network, including data points in IoT,
combined with demands of mission critical
use-cases, is only possible when applying
Al, automation and data analytics to drive
the "Data-Driven Operations” of telecom
networks.

Global scale and skill

Our global presence and our close interaction
with our customers bring opportunities for us
to grow with discipline, leading to increased
market footprint and advantages of scale. The
expertise that our people have is a key asset
that enables us to work close to our customers
across the world.

5G — new revenue opportunities

With 5G our industry will move beyond con-
necting people; it will also connect machines
and things. 5G is a powerful platform for inno-
vation, opening up new revenue opportunities
for telecom operators in both the consumer
segment and the enterprise segment. We are
already seeing that 5G is supporting telecom
operators to deliver new, differentiating
services to consumers with upside revenue
potential, and there is also significant upside
revenue potential for telecom operators who
invest in delivering new 5G enterprise services.
Our studies show that, globally, telecom
operators could see an additional revenue
opportunity of some USD 700 billion by 2030,
driven by industry sectors such as healthcare,
manufacturing and automotive.

We aim to address these enterprise
opportunities and continue to sell through
our existing telecom operator relationships
and go-to-market models. Ourambition is to
service our customers by developing competi-
tive industrial solutions that are easy to scale,
such as ourglobal IoT platform and private
networks solutions. We have increased our
M&A capabilities, and we see portfolio-near
acquisitions as enablers for future growth.
Ouraimis to grow and create value by invest-
ing in solutions that support our customers’
new revenue streams, drive traffic to mobile
networks and drive increased demand for
network quality.

Driving our business through four segments
and five market areas

Our business is divided into four segments. All
segments address the same customer group,
primarily the telecom operators. The segments
are Networks, Digital Services, Managed
Services and Emerging Business and Other.

In Networks we provide hardware, soft-
ware and services for our customers to build
and evolve their mobile networks.

Digital Services is a software-led business
supporting our customers as they move to a
cloud-native environment, providing solutions
for our customers to operate, control and
monetize their mobile networks.

With our Managed Services offering we
operate our customers’ networks. Our Al
and data driven Managed Services offering,
Ericsson Operations Engine, proactively man-
ages telecom operator networks to enhance
customer experience, drive agile service crea-
tion and optimize costs.

In Emerging Business and Other we
explore how our customers can leverage
connectivity in order to create new revenue
streams and new types of businesses within
the enterprise segment.

Ourmarket is divided into five geographical
market areas. The market areas are respon-
sible for selling and delivering products and
solutions developed by our segments. Staying
close to our customers is key. In line with the
strategy, we have shifted more responsibility
to the market areas, to ensure that we stay
close to our customers while maintaining
central guidelines and governance structures
to ensure, among other things, price discipline.

Sustainability and Corporate Responsibility
Ourapproach to sustainability and corpo-

rate responsibility is an integral part of the
Company's strategy, business model, govern-
ance and culture and is embedded across its
operations to drive business transformation
and create value for stakeholders.

We are committed to creating positive
sustainability impacts and reducing risks to
the Company and its stakeholders through
its technology, solutions, operations and the
expertise of its employees.
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Business model

Our business model is constructed to manage changing market requirements and to capture
new business opportunities. Customer focus and motivated employees are key to driving our
business, creating stakeholdervalue and building a stronger company long term.

Customer focus Motivated employees

We develop innovative and cost Motivated and talented employees drive our business.
competitive solutions for our customers.

Fundamentals Our business and operations

Purpose and vision
Empowering an intelligent,
sustainable and connected

Market area responsibility
Sell and deliver

Segment responsibility
Develop competitive global

business solutions customer solutions

world

Mission

Enabling the full value of Foundation and key assets

connectivity for telecom operators
Technology Cost efficiency Data driven Global scale
leadership operations and skill

Strategy

Built on our customers’ needs:

— New revenue streams

— End-customer experience

— Relentless efficiency
improvements

Sustainability and responsible Customers in more than 180 countries.
business practices embedded across Established relationship with world
operations and the portfolio leading telecom operators

Corevalues

— Respect
— Professionalism

— Perseverance
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Stakeholder value

We create value for our stakeholders by building a stronger company long term.

Key stakeholders, our focus and value

Customers Society
Enable our customers to capture the full value of connectivity Be a responsible and relevant driver of positive change
in an intelligent and sustainable way

Employees Shareholders
Attract, develop, engage and retain talented employees Creating shareholder value by growing profitability, cash flow
and dividend

Group financial targets 2022 Group financial targets long-term

— EBIT margin 12—14% excl. restructuring charges — Sales: outgrow the market
— Strong free cash flow (before M&A) — EBITA margin 15—18% excl. restructuring charges
— Free cash flow (before M&A) 9—12% of sales

Group sustainability targets?)

Climate action Ethics and compliance

— Reduce 35% of CO,e emissions from Ericsson’s own activities Strengthen and enhance Ericsson’s Ethics and Compliance
(baseline 2016), a Science Based Target, by 2022 program to ensure an effective and sustainable Anti-bribery

— Ericsson is carbon neutral in its own operations by 2030 and corruption program by 2022

Product energy performance Health, safety and well-being

Achieve 35% energy saving in Ericsson Radio System Zero fatalities and lost workday incidents by 2025
compared with the legacy portfolio (baseline 2016),

a Science Based Target, by 2022

1 The full list of Group sustainability targets can be found on page 3 in the Sustainability and Corporate Responsibility report 2020
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The four segments

Networks

Digital Services

Managed Services

Emerging Business
and Other

Offering

Networks offers a multi-technology capable Radio
Access Network (RAN) solution for all spectrum
network bands, including integrated high-
performing hardware and software. The offering
also includes a transport portfolio through own
solutions and partnering, an integrated antenna
solution and a complete service portfolio covering
network deployment and support.

Offering

Digital Services provides software-based solutions
for business support (BSS), operational support
(OSS), communication services, core networks,
and cloud infrastructure. The focus is on cloud
native and automation solutions supporting our
customers’ 4G and growing 5G consumer and
enterprise business.

Offering

Managed Services provides Networks and IT
Managed Services, Network Design and
Optimization, and Application Development and
Maintenance to telecom operators. These are
delivered through the AI-driven Ericsson
Operations Engine, a set of capabilities that trans-
form operations to enhance customer experience,
drive agile service creation and optimize costs in
multi-vendor environments.

Offering

Ericsson supports enterprises by providing reliable
and secure cellular solutions that are easy to use,
adopt and scale for global and local needs.

Business Model

Networks business is primarily based on a trans-
actional model, where Ericsson develops, sells,
licenses and delivers hardware, software and
services. Networks business also includes recurring
revenue streams such as customer support and
certain software revenues.

Business Model

Ericsson develops, sells, licenses and delivers
solutions, based on software and services, for
specific functions or capabilities in the customers’
operations. The contracts are typically
software-based.

Business Model

Ericsson Operations Engine base pack and value
pack contracts are typically multi-year. Software
is sold either as a license or aaS (as-a-service).

Business Model

Emerging Business and Otheris mainly a platform
business with aaS (as-a-service) as the business
model.
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Ronnie Leten
Chair of the Board

Dear shareholders,

The Board's highest priority during the global
pandemic has been the health, safety and
well-being of Ericsson’s employees, customers
and other stakeholders. The global challenges
brought by the pandemic have required a lot
from the organization. But, being a communi-
cation technology company, Ericsson was able
to transition rapidly to a new reality and to
adapt to new ways of working and collabora-
tion, and by the end of 2020 about 90,000
employees were working remotely. The Board
too has adjusted to the 'new normal’, and has
shifted from meeting face-to-face to virtual
meetings, while remaining focused on its
assignments.

Iam truly impressed by all the efforts and
accomplishments that Ericsson’s employees
have made during this challenging year. We
have increased our revenues organically by
5% and delivered a solid operating margin
of 12.0%, which is the strongest since 2007.
Free cash flow (before M&A) amounted to
animpressive SEK 22.3 billion. We have also
increased our market share inimportant
countries and regions like for example the
UsS, China, Japan and Europe. The organiza-
tion’s relentless focus on innovation and its
speed in execution is clearly reflected in our
performance during 2020. I therefore want
to take the opportunity, early onin this letter,
to say thank you to all ouremployees for a job
well done in 2020. Your efforts have not gone
unnoticed.

Letter from the Chair of the Board

One of the top priorities for the Board is to
oversee the Company’s continued strengthen-
ing of its Ethics and Compliance program
to ensure that the Company lives up to high
standards, with our Code of Business Ethics
providing an important framework. The Board
views the Company’s ongoing initiatives to
continuously foster a 'speak-up’ culture as
critical to succeeding with this work and sup-
ports the Company’s ongoing cultural trans-
formation program, Ericsson on the Move,
aimed at fostering a culture based on integrity
and fact-based decision making. Itis a key
priority for the Board that Ericsson can retain,
motivate and attract talented employees. For
this purpose, Ericsson also has a long-term
variable compensation program focused on
value creation.

During the year, a three-yearindependent
compliance monitorship started as part of the
Deferred Prosecution Agreement with the U.S.
Department of Justice (DOJ). The independ-
ent compliance monitor reviews Ericsson’s
compliance with the terms of the settlement,
evaluates Ericsson’s progress in implement-
ing and operating its enhanced compliance
program and will submit periodic reports. The
Board has met with the monitor on several
occasions and has been impressed by the level
of expertise and the constructive approach.

Ericsson’s strategy is based on the needs
of its customers, the telecom operators.

The Board concludes thatinnovation and
investments in technology and R&D have
been fundamental in reaching the Company’s
targets for 2020 and allowing Ericsson to
build a stronger company long term. The
Company's continued investments have
strengthened Ericsson’s position as a leaderin
5G and its ability to gain 5G footprint through
its customer-centric competitive offering.
There are still several growth opportunities for
Ericsson to address, including in the area of
new enterprise applications that will leverage
the speed, latency and security characteristics
of 5G. These applications are expected to
provide many new opportunities for Ericsson’s
customers to capture growth.

The key to our successful business per-
formance is linked to the achievement of our

ambitious sustainability targets and programs.

A strong focus on responsible business and
sustainability delivers value to both Ericsson,
our customers and society. For example, the

Company takes a full value chain approach to
its climate action efforts, which include found-
ing the 1.5°C Supply Chain Leaders initiative
to help suppliers halve their emissions before
2030. We have set a target to be carbon
neutral in our own operations by 2030 and to
deliver a portfolio and solutions that help our
customers break the energy curve. We also
deliver digital solutions to transform industries
and help reduce global emissions by 15%.

The Board is confident that Ericsson is well
positioned to deliver long-term value through
a combination of R&D investments and
innovation, a continuous focus on responsible
business, talent management and leadership.
Furthermore, it is important for the Board that
Ericsson continues its high focus in creating
value for our customers. The Board monitors
Ericsson’s capital structure with the aim of
retaining a strong balance sheet and a posi-
tive free cash flow. The Board will propose a
dividend for 2020 of SEK 2.00 (1.50) per share
to the Annual General Meeting.

When we start to adjust to a life after the
pandemic, it will become even more evident
that mobile networks have become a large
part of a nation’s critical infrastructure, and
that high-quality connectivity is essential for
everyday life. The Board remains positive to
the long-term outlook for the industry and
is confident that Ericsson is well positioned
to execute its strategy of building a stronger
Company long term.

Finally, on behalf of all members of the
Board, I want to thank Bérje Ekholm, and all
employees at Ericsson, for your efforts in 2020.
We are looking forward to working with you
allin2021.

Ronnie Leten
Chair of the Board
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2020 highlights

— Sales adjusted for comparable units and currency grew by 5%, with Networks growing by 10%.
Reported sales increased by 2% to SEK 232.4 billion.

— Reported gross margin was 40.3% (37.3%), with improvements in all segments.

— Reported operating income improved to SEK 27.8 (10.6) billion.
— Reported netincome was SEK 17.6 (1.8) billion.

— Free cash flow before M&A amounted to SEK 22.3 (7.6) billion. 2019 included a payment of
SEK —10.1 billion related to the resolution of the US SEC and DOJ investigations.

— The Board of Directors will propose a dividend for 2020 of SEK 2.00 (1.50) per share to the AGM.

Businessin 2020

In 2020, sales increased by 2% driven by sales
growth in Networks, where sales increased by
7%, primarily driven by increased hardware
deliveries following the increased market
footprint. From a geographical perspective
growth was primarily driven by increased sales
in North East Asia, North America and Europe.

Sales decreased in Digital Services by —6%
mainly due to a decline in sales in the legacy
portfolio, primarily in hardware. Managed
Services sales declined by —12%, mainly due
to reduced variable sales in a large contract in
North America, post the merger between two
large operators, and transfer of a contract to
an associated company. Exits of non-strategic
contracts also contributed to the sales decline.

Astronger Swedish krona (SEK) had a
negative impact on reported sales in all seg-
ments. Sales growth adjusted for comparable
units and currency was 5%.

IPR licensing revenues increased to
SEK 10.0 (9.6) billion as lower volumes with
one licensee were offset by new contracts.

Gross margin improved to 40.3% (37.3%)
with improved gross margins in all seg-
ments. A lower share of services sales had
a positive impact on the gross margin. The
improved Networks margin was supported
by operational leverage. Digital Services
margin improved due to increased share of
software as well as limited impact from the
critical contracts in 2020. Managed Services
gross margin improved mainly as an effect of
efficiency gains.

Operating expenses increased to
SEK —66.3 (—64.2) billion. Research and

development (R&D) expenses increased in
segment Networks through increased invest-
ments in a broader portfolio of antenna and
site solutions and in 5G. Selling and adminis-
trative (SG&A) expenses increased mainly due
to the acquired Cradlepoint business as well
as continued investments in compliance and
digital transformation. Provision release from
from impairment losses on trade receivables
was lower than previous year, impacing the
year negatively SEK 0.1 (0.7) billion.

Restructuring charges increased to
SEK —1.3 (—0.8) billion. The restructuring
charges were mainly related to restructuring
of the acquired antenna and filter business
in segment Networks and to organizational
changes as a consequence of the operator
mergerin North America.

Operating income was SEK 27.8 (10.6) bil-
lion. Operating income in 2019 was impacted
by costs of SEK —10.7 billion related to a
resolution regarding the investigations by the
USSECand DOJ.

The number of employees increased to
100,824 (99,417) mainly due to the acquisi-
tion of Cradlepoint.

Free cash flow before M&A amounted to
SEK 22.3 (7.6) billion. 2019 was impacted
by payments of SEK —10.1 billion related
to the resolution of the US SEC and DOJ
investigations.

The improvement in cash flow was
driven by improved profitability. Net cash at
December 31 was SEK 41.9 (34.5) billion.
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Financial highlights

Net sales

Reported sales increased by SEK 5.2 billion
or2% to SEK 232.4 (227.2) billion. Networks
salesincreased by SEK 11.0 billion or 7%,
Digital Services sales decreased by SEK —2.5
billion or —6%, Managed Services sales
decreased by SEK —3.0 billion or —12% and
Emerging Business and Other sales decreased
by SEK —0.3 billion or —4%. Sales adjusted for
comparable units and currency increased by 5%.

IPR licensing revenues increased to
SEK10.0 (9.6) billion as lower volumes with
one licensee were offset by new contracts.

Sales growth in Networks was primarily
driven by higher hardware deliveries follow-
ing increased footprint. In the geographical
dimension, sales growth was primarily driven
by North East Asia, North America and Europe.
Sales growth adjusted for comparable units
and currency increased by 10%.

Digital Services sales declined mainly due
to lower sales in the legacy portfolio, primarily
in hardware. Sales grew in South East Asiq,
Oceania and India and in North East Asia.
Sales adjusted for comparable units and
currency declined by —=3%.

Sales declined in Managed Services, mainly
due to lower variable sales in a managed
services contract in North America post the
merger between two large operators, and
transfer of a managed services contract to an
associated company. Sales adjusted for com-
parable units and currency decreased by —10%.

Sales in Emerging Business and Other
declined due to reduced sales in the media
businesses. Sales adjusted for comparable
units and currency decreased by —4%.

In the market area dimension, sales growth
in North East Asia, North America as well as
in South East Asia, Oceania and India offset
adecline in the two remaining market areas.

The sales mix by commodity was: software
22% (21%), hardware 41% (38%) and
services 37% (41%).

Gross margin

Reported gross margin was 40.3% (37.3%).
Gross margin excluding restructuring charges
improved to0 40.6% (37.5%) with strong margin
improvements in all segments. A lower share
of services sales had a positive impact on

the gross margin. Networks margin was
supported by operational leverage. Digital
Services margin improved due to increased
share of software as well as limited impact
from the critical contracts in 2020. Managed

Services gross margin improved mainly as an
effect of efficiency gains. The gross marginin
Emerging Business and Otherincreased driven
by Emerging Business (IoT Platforms, Edge
Gravity exit and Cradlepoint).

Restructuring charges included in the gross
margin increased to SEK —0.7 (—0.3) billion.

Operating expenses

Operating expenses increased to SEK —66.3
(—64.2) billion with increases in research
and development expenses, selling and
administrative expenses and reduced provi-
sion release from impairment losses on trade
receivables.

Research and development (R&D) expenses
R&D expenses increased to SEK —=39.7
(—38.8) billion. Higher R&D expenses in
segment Networks driven by investments in
a broader portfolio of antenna and site solu-
tions andin 5G, while R&D investmentsin
Digital Services decreased.

Restructuring charges impacted R&D
expenses by SEK—0.4 (—0.3) billion.

Selling and administrative (SG&A) expenses
SG&A expenses increased to SEK —26.7
(=26.1) billion mainly due to the acquired
Cradlepoint business as well as continued
investments in compliance and digital trans-
formation. Revaluation of customer financing
was SEK —0.3 (—0.7) billion. Restructuring
charges impacted SG&A expenses by
SEK—0.2 (=0.1) billion.

Impairment losses on trade receivables
Impairment losses on trade receivables were
SEK 0.1 (0.7) billion.

Other operating income and expenses
Other operating income and expenses was
SEK 0.7 (—9.7) billion. Costs of SEK —10.7 bil-
lion related to the resolution of the US SEC and
DOJ investigations impacted 2019 negatively.
Share in earnings of JVs and associated
companies was SEK —0.3 (—0.3) billion.

Restructuring charges

Restructuring charges increased to SEK —1.3
(—0.8) billion. The restructuring charges

were mainly related to restructuring of the
acquired antenna and filter business in seg-
ment Networks and to organizational changes
as a consequence of the operator mergerin
North America.
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Operating income and margin

Reported operating income improved to

SEK 27.8 (10.6) billion. Operating marginin
2019 was impacted by costs of SEK —10.7
billion related to the resolution of the inves-
tigations by US SEC and DOJ. Operating
income, excluding restructuring charges and
the SEC and DOJ resolution regarding the
investigations costsin 2019, improved to
SEK29.1 (22.1) billion, with an operating mar-
gin excluding restructuring charges of 12.5%
(9.7%). The improvement was primarily driven
by hardware sales in segment Networks.

Financial income and expenses, net

The financial net improved to SEK —0.6 (—1.8)
billion, mainly due to positive currency hedge
effects. The currency hedge effects, which
derive from the hedge loan balance in USD,
impacted financial net by SEK 1.0 (—0.3) billion.
The SEK strengthened against the USD between
December 31,2019 (SEK/USD rate 9.32) and
December 31, 2020 (SEK/USD rate 8.19).

Taxes

Taxes were SEK —9.6 (—=6.9) billion impacted
by the increased income. The tax rate in 2020
was 35%. Costs of SEK—10.7 billion related to
the resolution of the US SEC and DOJ investi-
gations were handled as non-tax-deductible
in 2019. Excluding these costs, the 2019 tax
rate was approximately 35%.

Netincome and EPS

Net income improved to SEK 17.6 (1.8) billion
driven by stronger operating income. EPS
diluted was SEK 5.26 (0.67) and adjusted
EPS was SEK 5.83 (1.07).

Employees

The number of employees on December 31,
2020, was 100,824, anincrease of 1,407
employees compared with December 31,
2019. Theincrease is mainly to be found in

the employee categories of R&D, product
management and sales. 709 employees joined
through the acquired Cradlepoint business.

Cash flow

Cash flow from operating activities
Reported cash flow from operating activities
improved to SEK 28.9 (16.9) billion, as a
result of improved income. The impact from
changes in net operating assets and liabilities
was SEK —3.6 (2.8) billion and SEK —0.5
billion when adjusted for a capital injection
of SEK —3.0 billion made into the Ericsson
Swedish Pension Trust, affecting cash flow
negatively, as described under “Financial
position”. Working capital efficiency has
improved as a result of a strong focus on
cash flow. Accounts receivables days of sales
outstanding improved to 69 (75) days and

adjusted working capital days improved to 65
(75) days. The increased business momentum
has led to an increasing demand for customer
financing solutions. Most of such financing has
been successfully transferred to banks and the
amount of customer finance credits on the bal-
ance sheet remains low. Provisions of SEK 4.0
(7.6) billion were utilized, of which SEK 0.8
(1.8) billion related to restructuring charges.

Free cash flow

The improved profitability, in combination
with continued focus on cash flow, resulted in
Free cash flow before M&A of SEK 22.3 (7.6)
billion.

Cash flow from investing activities

Reported cash flow from investing activities
was SEK —15.2 (—3.5) billion. Acquisitions/
divestments of subsidiaries was SEK —=9.6
(—1.5) billion of which SEK —9.5 billion was
related to the acquisition of Cradlepoint.
Investments in interest-bearing securi-

ties amounted to SEK —1.3 (4.2) billion.
Investments in property, plant and equipment
were SEK —4.5 (=5.1) billion, including invest-
ments in the US production plant. In addition,
product development decreased to SEK —0.8
(—=1.5) billion due to reduced capitalization of
development expenses.

Cash flow from financing activities
Reported cash flow from financing activities
was SEK—=12.5 (—6.9) billion. Dividends were
SEK —6.0 (—4.5) billion of which SEK 5.0
billion was related to dividends to sharehold-
ersand SEK —1.0 billion to dividends to
minority shareholders in Ericsson’s subsidiar-
ies. Borrowings declined mainly due to repay-
ment of a bilateral loan with the European
Investment Bank (EIB). The impact of lease
liabilities was SEK —2.4 (=3.0) billion.

Financial position

Gross cash was SEK 72.0 (72.2) billion, while
net cash increased to SEK 41.9 (34.5) billion
as aresult of the strong free cash flow despite
cash payments for Cradlepoint of SEK —9.5
billion and repayment of the bilateral loan
with the European Investment Bank (EIB)

of SEK —5.8 billion.

Liabilities for post-employment benefits
increased to SEK 37.4 (35.8) billion, due to
lower interest rates despite a capital injection
of SEK —3.0 billion into the Swedish Pension
Trust. The Swedish defined benefit obligation
(DBO) was calculated using a discount rate
based on the yields of Swedish government
bonds. If the discount rate had been based on
Swedish covered mortgage bonds, the liability
for post-employment benefits would have
been approximately SEK 11.8 billion lower
(SEK 25.6 billion) as of December 31, 2020.
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During 2020 there was a funding need for
approximately SEK 4 billion for the Swedish
pension plan of which SEK 3 billion was
covered by payments in second and third
quarterinto the Swedish Pension Trust and
SEK 1 billion by providing a pledged business
mortgage to PRI Pensionsgaranti. Details
regarding Ericsson’s pension plans can be
found in note G1 “Post-employment benefits”
of the Annual Report.

The average maturity of long-term borrow-
ings was 2.7 years as of December 31, 2020,
unchanged from 12 months earlier.

Ericsson has an unutilized revolving credit
facility of USD 2.0 billion.

Ericsson has an undrawn credit facility
agreement of EUR 250 million with the
European Investment Bank (EIB).

Ericsson refinanced a loan of USD 170
million with the Swedish Export Credit
Corporation (SEK) with a new bond loan of
USD 200 million, resulting in a net increase in
funding of USD 30 million. The new facility is
set to mature in December 2030.

The Company’s primary liquidity require-
ments are to fund research and development
activities to strengthen the product portfolio,
additional capital expenditures (e.g. investing
in production- and test facilities), investment
in working capital, reqular dividends and debt
repayment schedules.

At December 31 2020, gross cash
amounted to SEK 72.0 billion, comprising
SEK 43.6 billion of cash and cash equivalents
and SEK 28.4 billion of interest-bearing securi-
ties. Ericsson expects that gross cash together
with cash flow generated by the operations,
will provide sufficient liquidity to fund the
requirements for the next twelve months
and thereafter for the foreseeable future. The
Company continues to review the short-term
and long-term cash needs on a regular basis,
factoring in any changes to the strategic plan,
the competitive landscape and overall market
terms, as and when required.

The capital turnover remained at 1.4 (1.4)
times, while Return on Capital Employed
(ROCE) improved to 17.0% (6.7 %) driven by
improved operating income.

InJune 2020, Moody's upgraded Ericsson’s
rating to Bal (“investment grade”) with stable
outlook and in November Standard & Poor's
upgraded Ericsson’s rating to BBB- (“invest-
ment grade”) with stable outlook. Both
Standard & Poor's and Fitch have a long-term
BBB- (“investment grade”) rating on Ericsson
with stable outlook.

Research and development, patents and
licensing

In 2020, R&D expenses amounted to

SEK —39.7 (—38.8) billion. R&D expenses
increased by SEK 0.8 billion when excluding

restructuring charges of SEK —0.4 (—0.3)
billion and the net effect of capitalized

and amortized development expenses of
SEK 0.2 (0.3) billion. The number of R&D
resources increased to 26,169 (25,100) and
the number of patents continued to increase
and amounted to more than 57,000 (54,000)
granted patents by end of 2020.

Seasonality

The Company's sales, income and cash flow
from operations vary between quarters, and
are generally lowest in the first quarter of the
year and highest in the fourth quarter. This

is mainly a result of the seasonal purchase
patterns of network operators.

Most recent three-year average seasonality

First Second Third  Fourth
quarter quarter quarter quarter

Sequential

change, sales —24% 13% 5% 19%
Share of

annual sales 21% 24% 25% 30%

Off-balance sheet arrangements

There are currently no material off-balance
sheet arrangements that have, or would

be reasonably likely to have, a current or
anticipated material effect on the Company's
financial condition, revenues, expenses, result
of operations, liquidity, capital expenditures or
capital resources.

Capital expenditures

For 2020, capital expenditure was SEK 4.5
(5.1) billion, representing 1.9% of sales.
Expenditures are largely related to test sites
and equipment for R&D, network opera-
tion centers and manufacturing and repair
operations.

Annual capital expenditures are normally
around 2% of sales. This corresponds to the
needs for keeping and maintaining the cur-
rent capacity level. The Board of Directors
reviews the Company'’s investment plans and
proposals. As of December 31, 2020, no mate-
rial land, buildings, machinery or equipment
were pledged as collateral for outstanding
indebtedness.

Capital expenditures 2018—2020

SEK billion 2020 2019 2018

Capital expenditures 45 51 4.0
Of which in Sweden 19 2.0 1.3

Share of

annual sales 19% 2.3% 19%

Capitalized development expenses
Capitalized development expenses reduced
to SEK—0.8 (—1.5) billion due to 5G develop-
ment projects. The net effect on operating
income of capitalized and amortized develop-
ment expenses was SEK 0.2 (0.3) billion.
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Business results — Segments

Networks

Networks represented 71% (68%) of Group
net salesin 2020. The segment offers a multi-
technology capable Radio Access Network
(RAN) solution for all spectrum network
bands, including integrated high-performing
hardware and software. The offering also
includes a transport portfolio through own
solutions and partnering, an integrated
antenna solution and a complete service
portfolio covering network deployment

and support.

Netsales
Reported sales increased by 7% in 2020
to SEK 166.0 (155.0) billion. Growth was
primarily due to increased hardware deliveries
following the increased market footprint. Sales
adjusted for comparable units and currency
increased by 10%. From a geographical
perspective growth was primarily driven by
increased sales in North East Asia, North
America and Europe. Sales declined in Latin
America and Africa, due to the macroeconomic
situation on the back of COVID-19.

The Networks share of IPR licensing
revenues was SEK 8.2 (7.9) billion.

Gross margin

Reported gross margin increased to 43.6%
(41.8%). Gross margin excluding restructur-
ing charges increased to 43.8% (41.8%) as
aresult of the continued strengthening of
operational leverage.

Operating income and margin
Reported operating income increased to
SEK 30.9 (24.8) billion, with an increase
in operating marginto 18.6% (16.0%).
Operating margin excluding restructuring
chargesincreased to 19.0% (16.0%) driven
by sales growth and improved gross margin.
Operating expenses increased by SEK —1.7
billion to SEK —41.9 billion due to higher R&D
investments in 5G and in a broader portfolio
of antenna and site solutions as well as an
increase in restructuring charges.
Impairment losses on trade receivables
impacted operating expenses by SEK 0.2
(—0.1) billion. Net impact from amortization
and capitalization of development expenses
and from recognition and deferral of hardware
costs was SEK 0.3 (1.1) billion.

Digital Services

Digital Services represented 16% (18%) of
Group net salesin 2020. The segment pro-
vides software-based solutions for business
support (BSS), operational support (OSS),
communication services, core networks, and
cloud infrastructure. The focus is on cloud
native and automation solutions supporting
our customers’' 4G and growing 5G consumer
and enterprise business.

Netsales

Reported sales decreased by —6% in 2020

to SEK 37.3 (39.9) billion. Sales adjusted for
comparable units and currency decreased by
—3%, mainly impacted by a sales decline in
the legacy portfolio, primarily in hardware.
Sales grew in South East Asia, Oceania and
India and in North East Asia, while sales in the
remaining three market areas declined.

The growth portfolio had good business
momentum and sales grew by 6% in 2020.
Important 5G Core contracts have been
signed with several tier—1 operators and are
expected to generate revenues in 2021 and
beyond.

The Digital Services share of IPR licensing
revenues was SEK 1.8 (1.7) billion.

Gross margin

Reported gross margin increased to 41.9%
(37.2%) supported by an increased share of
software sales. The impact of critical contracts
was limited in 2020.

Operating income (loss)

Reported operating income (loss) was

SEK —2.2 (—4.0) billion. Operating income
(loss) excluding restructuring charges was
SEK —=2.2 (—3.4) billion. The improvement was
driven by higher gross margin and lower oper-
ating expenses. Operating expenses declined
by SEK 1.1 billion of which SEK 0.4 billion was
related to lower restructuring charges. The net
impact of capitalized and amortized develop-
ment expenses was SEK —0.1 (—0.9) billion.
R&D expenses remained at the same level as
in 2019, with a shift of investments towards
the cloud-native 5G portfolio.
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Breakdown of operating income in segment
Emerging Business and Other

Fullyear  Fullyear
SEK billion 2020 2019
Segment operating
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of which Emerging
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of which costs for
ST-Ericsson wind-down -0.1 -03
of which a refund of social
security costs in Sweden 0.0 0.9

Business results — Segments, cont.

Managed Services

Managed Services represented 10% (11%)

of Group net sales in 2020. The segment
provides Networks and IT Managed Services,
Network Design and Optimization, and
Application Development and Maintenance to
telecom operators.

These are delivered through the Al-driven
Ericsson Operations Engine, a set of capabili-
ties that transform operations to enhance
customer experience, drive agile service
creation and optimize costs in multi-vendor
environments.

Net sales

Reported sales declined by —12% in 2020
to SEK 22.6 (25.6) billion. Sales adjusted for
comparable units and currency decreased by
—10%, mainly due to reduced variable sales
in alarge contractin North America, post
the merger between two large operators,
and transfer of a contract to an associated
company. Exits of non-strategic contracts
also contributed to the sales decline. Sales in
Managed Services IT showed growth.

Gross margin

Reported gross margin increased to 17.8%
(15.6%). Gross margin excluding restructuring
chargesincreased to 18.9% (15.8%), mainly
as a result of efficiency gains and higher vari-
able sales, partly offset by lower sales.

Operating income
Reported operating income was SEK 1.6 (2.3)
billion. Operating income excluding restructur-
ing charges was SEK 1.8 (2.4) billion. In 2019
there was a positive effect of a reversal of a
provision forimpairment of trade receivables
of SEK 0.7 billion. Despite the decline in sales,
operating income excluding restructuring
charges and the above mentioned provision
reversal, increased by SEK 0.2 billion com-
pared to previous year.

Restructuring charges amounted to
SEK—0.3(0.0) billion.

Emerging Business and Other

Segment Emerging Business and Other rep-

resented 3% (3%) of Group net salesin 2020.

Ericsson supports enterprises by providing

reliable and secure cellular solutions that are

easy to use, adopt and scale for global and

local needs.

The segmentincludes:

— Emerging Business, including IoT, iconec-
tiv, Cradlepoint and New businesses

— Media businesses, including Red Bee and
a 49% ownership of MediaKind.

Net sales

Reported sales decreased by —4% in 2020
to SEK 6.5 (6.8) billion. Sales in Emerging
Business grew driven by the acquired
Cradlepoint business and by IoT platforms.
Sales adjusted for comparable units and
currency decreased by —4%.

Gross margin

Reported gross margin increased to 25.6%
(18.9%). Gross margin excluding restructuring
chargesincreased to 28.0% (19.6%). The
increase was driven by Emerging Business
(IoT Platforms, Edge Gravity exit and
Cradlepoint).

Operating income (loss)

In 2020 operating income was positively
impacted by SEK 0.3 billion related to a provi-
sion release related to costs for the compliance
monitor.

In 2019 operating income was impacted by
costs of SEK—10.7 billion related to the reso-
lution of the US SEC and DOJ investigations,

a refund of earlier paid social security costs
in Sweden of SEK 0.9 billion and by a cost of
SEK —0.3 billion related to the wind-down of
the ST-Ericsson legal structure.

Reported operating income (loss) was
SEK =2.4 (=12.5) billion. Operating income
(loss) excluding restructuring charges and
above mentioned one-off items of SEK 0.3
(—10.1) billion was SEK —2.1 (—2.3) billion.

Media Solutions operating income (loss)
excluding restructuring charges and the above
mentioned provision release related to the
compliance monitor was SEK —0.3 (—0.3) bil-
lionincluding Ericsson’s 49% share in earnings
of MediaKind.

Red Bee Media’s operating income impr-
oved, despite lower sales due to COVID—19.

The exit of the Edge Gravity businessin
the second quarter positively contributed to
profitability.

Restructuring charges amounted to
SEK—0.3 (=0.1) billion.
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Business results — Market areas

North America

Sales increased driven by 5G network deploy-
ments across all major customers. Managed
Services sales decreased after the merger
between two operators. In Digital Services
the salesincrease in the growth portfolio did
not fully compensate for the decline in legacy
products.

Europe and Latin America

Sales decreased due to earlier decisions on
Managed Services contract exits and reduced
sales in Latin America due to macroeconomic
conditions following COVID-19. Networks
salesincreased in Europe as a result of market
share gains, partly offsetting the sales decline
in Latin America.

Middle East and Africa

Sales decreased primarily due to macroeco-
nomic conditions and delayed investments in
Networks and Digital Services. Continued 5G
deployments in the Middle East contributed

positively. Managed Services sales were stable.

Market area sales — 2020 compared with 2019

South East Asia, Oceania and India
Network sales remained flat. Growth in
Managed Services was driven mainly by a
new contract. Digital Services sales increased
due to continued LTE investments and 5G
momentum.

North East Asia

Sales increased. Strong Networks sales
growth was driven by 5G deployment in
Mainland China and increased business vol-
umes in Japan, Taiwan and Hong Kong. Digital
Services sales grew through 5G core network
deployments.

Other

IPR licensing revenues increased to SEK 10.0
(9.6) billion, as lower volumes with one licen-
see were offset by new contracts.

SEK
2324

SEK +26% billion

227.2

billion -9%

. v .
— N w w i~ .
2019 Middle East ~ Europe and Other South North North 2020
and Africa  Latin America EastAsia, America East Asia

Oceania
and India
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Corporate Governance

In accordance with the Annual Accounts Act
and the Swedish Corporate Governance Code
(the "Code"), a separate Corporate Govern-
ance Report, including aninternal control
section, has been prepared and appended to
this Annual Report.

Continued compliance with the Swedish
Corporate Governance Code

Ericsson is committed to complying with
best-practice corporate governance standards
on a global level wherever possible. For 2020,
Ericsson does not report any deviations from
the Code.

Business integrity

Ericsson’s Code of Business Ethics summa-
rizes the Group's basic policies and directives
governing its relationships internally, with its
stakeholders and with others. It also sets out
how the Group works to secure that business
activities are conducted with a strong sense of
integrity. Upon recruitment, new employees
are asked to acknowledge the code. The
Company reviews and updates the Code of
Business Ethics’ content on a regular basis and
periodically runs an acknowledgment process
to ensure that everyone performing work for
Ericsson has read and understood it.

Board of Directors

At the Annual General Meeting, held on
March 31, 2020, Ronnie Leten was re-elected
Chair of the Board, and Jon Fredrik Baksaas,
Jan Carlson, Nora Denzel, Borje Ekholm,

Eric A. Elzvik, Kurt Jofs, Kristin S. Rinne,
Helena Stjernholm and Jacob Wallenberg
were re-elected members of the Board. As of
March 31, 2020, Torbjérn Nyman, Kjell-Ake
Soting and Roger Svensson were appointed
employee representatives by the unions,
with Anders Ripa, Loredana Roslund and
Per Holmberg as deputies.

Management

Since 2017 Borje Ekholm is the President and
CEO of the Group. The President and CEO is
supported by the Group management, consist-
ing of the Executive Team.

Ericsson has a global management system
(EGMS) to ensure that Ericsson’s business is
well managed and has the ability to fulfil the
objectives of major stakeholders within estab-
lished risk limits and with reliable internal
control. The management system also aims
to ensure compliance with applicable laws,
listing requirements and governance codes.

Remuneration

Remuneration to the members of the Board
of Directors and to Group management are
reported in note G2, “Information regarding

members of the Board of Directors and the
Group management.” Further information
about remuneration to the President and CEO
and the Executive Vice Presidents is included
in the “Remuneration report” appended to this
Annual Report.

Guidelines for remuneration to Group
management

The Board of Directors does not propose any
changes to the Guidelines for remuneration to
Group management resolved by the Annual
General Meeting 2020, which are intended
toremainin place for four years until the
Annual General Meeting of shareholders
2024.The current Guidelines are included on
pages 20—24.

Long-Term Variable Compensation
Program 2020 (LTV 2020) for the

Executive Team

Ericsson has share-based Long-Term Variable
Compensation Programs in place for the Exec-
utive Team. LTV 2020 for the Executive Team
was approved by the Annual General Meeting
2020. Details of LTV 2020 are explained in
note G3, “"Share-based compensation.”

Material contracts

Material contractual obligations are outlined
in note D4, "Contractual obligations.” These
are primarily related to leases of office and
production facilities, purchase contracts for
outsourced manufacturing, R&D and IT opera-
tions as well as the purchase of components
forthe Company’s own manufacturing.

The Company is party to certain agree-
ments, which include provisions that may
take effect or be altered orinvalidated by a
change in control of the Company as a result
of a public takeover offer. Such provisions are
not unusual for certain types of agreements,
such as forexample financing agreements
and certain license agreements. However,
considering among other things the Com-
pany'’s strong financial position, the Company
believes that none of the agreements currently
in effect would in and of itself entail any mate-
rial consequence for Ericsson due to a change
in control of the Company.

Risk management

Ericsson’s Enterprise Risk Management
(ERM) framework is an integrated part of the
Ericsson Group Management System. The aim
of the ERM framework is to strengthen the
Group's governance by integrating risk man-
agement with strategy-setting and execution.
The ERM framework is designed to establish
an adequate and effective management of
risk, i.e. the uncertainty in achieving the strate-

gic objectives of the Company. The framework
provides methods to identify, assess and treat
the risks, and to agree on the Company’s risk
appetite and risk tolerance.

Each manager is responsible for handling
the risks that emerges from the respective
area of responsibility. The responsibility
foridentified prime risks of the Company
is always allocated to an Executive Team
member. The Group Risk Management func-
tion is responsible for driving the ERM strategy
execution and the ERM operations on Group
level. The head of each group function, market
area and business areq, is accountable for
appointing one or several risk manager(s) to
drive risk management within the unit's area
of responsibility, and for overseeing the ERM in
the respective unit. The Chief Financial Officer
is accountable for performing oversight of
ERM, and the Board of Directors and the Audit
and Compliance Committee are responsible
for reviewing the effectiveness and appropri-
ateness of ERM.

Forinformation on risks that could impact
the fulfillment of objectives, and form the
basis for mitigating activities, see the other
sections of the Board of Directors’ report,
notes A2 “Critical accounting estimates and
judgments,” F4 “Interest-bearing liabilities,”
F1“Financial risk management” and the
chapter Risk factors.

Sourcing and supply

Ericsson’s hardware largely consists of
electronics. For manufacturing, the Company
purchases customized and standardized
components and services from both global,
regional and local suppliers.

The Company negotiates global supply
agreements with its primary suppliers. In
general, Ericsson endeavours to have alterna-
tive supply sources and seeks to avoid single
source supply situations.

The production of electronic modules
and sub-assemblies is mostly outsourced to
manufacturing services companies. Ericsson is
focusing internal manufacturing on new prod-
uctintroductions and new technologies. The
majority of the matured portfolio is outsourced
through production partners. Ericsson has
internal production sites in Estonia, China and
Brazil. During 2020 a new production site has
been established in the USA.

The Company requires suppliers to comply
with The Ericsson Code of Conduct for Busi-
ness Partners. All partners and suppliers are
required to develop, implement and maintain
environmentally responsible business prac-
tices, considering their identified environmen-
tal aspects and risks.

Business Partners are required to have
an environmental management system and
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to be aware of and comply with applicable
environmental legislation, permits and report-
ing requirement. Where the requirements in
the Ericsson Code of Conduct for Business
Partners are higher than local standards and
laws, the requirements of the Code should be
applied.

Ericsson works to reduce environmental
impacts and emissions in product portfolio
and supply chain. The circular economy
encapsulates Ericsson’s approach to environ-
mental sustainability, where the Company
continuously strives to minimize the negative
impacts of its operations, and to improve the
environmental and energy performance of
its products to reduce societal environmental
impact. Minimizing waste is key to a circular
economy and high reuse and recycling rates
form part of the standard requirements for the
Company’s smart product design.

Ericsson has set a target for high emitting
and strategic suppliers to set theirown 1.5°C
aligned climate targets.

Sustainability and Corporate
Responsibility

Ericsson’s approach to sustainability and
corporate responsibility is an integral part

of the Company’s strategy and culture and
isembedded across its operations to drive
business transformation and create value for
stakeholders.

Ericsson is committed to creating positive
sustainability impacts and reducing risks to
the Company and its stakeholders through
its technology, solutions, operations, and the
expertise of its employees.

Ericsson has prepared a separate Sustain-
ability Report in accordance with the Swedish
Annual Accounts Act, the Sustainability
and Corporate Responsibility Report 2020,
appended to this Annual Report.

Information security
Information security, focused on preserving
the confidentiality, integrity and availability
of information, is a key elementin Ericsson'’s
operational resilience. Information security is a
highly prioritized area in Ericsson supporting a
changing regulatory environment, stakeholder
requirements and increased government over-
sight. As both the value of information and the
capabilities of threat actors increase, informa-
tion security has become a matter of national
importance globally and a key consideration in
the Information and Communication Technol-
ogy (ICT) sector.

Policies and directives establish the secu-
rity requirements across Ericsson. Ericsson’s
Product Security framework includes a man-

datory area specifically addressing regulatory
requirements for security, which is applicable
to all products while the Enterprise Security
Framework is the applicable internal regula-
tion for protecting the company and ensuring
that security is considered throughout the
entire product life cycle.

Ericsson’s Information Security Manage-
ment System is globally certified to ISO/

IEC 27001. Information security is governed
through Ericsson’s Group Enterprise Security
Board while the Product and Technology
Security Board oversees product and portfolio
security. The Audit and Compliance Commit-
tee of the Board of Directors receives regular
updates on cyber security.

The security frameworks address secure
development, business continuity, sales and
delivery of products and services, while ensur-
ing protection of the company’s and custom-
ers'data.

Specific security training is mandatory
forall employees, with in depth training
developed to build Ericsson specific security
competence.

Ericsson has a Group Crisis Management
Council which is responsible for the handling
of majorincidents or crises.

US FCPA settlement

In December 2019, Ericsson reached the
resolution of the investigations conducted by
the US Department of Justice (DOJ) and by the
Securities and Exchange Commission (SEC)
since 2015 and 2013 respectively, regard-

ing the Company's compliance with the US
Foreign Corrupt Practices Act (FCPA).

As aresult, Ericsson agreed to enterinto
a Deferred Prosecution Agreement (DPA)
with the DOJ to resolve criminal charges and
agreed with the SEC to the entry of a judgment
to resolve civil claims related to allegations of
violations of the FCPA.

As part of this resolution, Ericsson agreed
to engage an independent compliance moni-
tor for a period of three years.

InJune 2020, Ericsson announced that
Dr. Andreas Pohimann of the firm Pohlmann
& Company — Compliance and Govern-
ance Advisory LLP had been appointed as
Ericsson’s monitor. The appointment marked
the start of the three-year term of the moni-
torship. The monitor’s main responsibilities
include reviewing Ericsson’s compliance with
the terms of the settlement and evaluating
the Company'’s progress in implementing and
operating its enhanced compliance program
and accompanying controls as well as provid-
ing recommendations forimprovements.

Legal proceedings

Ericsson and Samsung were not able to renew
the now expired patent license agreement
between the partiesin a timely manner.

On December 11, 2020, Ericsson filed a
lawsuit in the US District Court for the Eastern
District of Texas, against Samsung, for violat-
ing contractual commitments to negotiate
in good faith and to license patents on Fair,
Reasonable and Non-Discriminatory (FRAND)
terms and conditions. In addition, Ericsson
also sought to obtain a ruling by the court that
it had complied with its own FRAND commit-
ments. The lawsuit was later amended to
include claims of patent infringement against
Samsung.

On December 17,2020, Samsung informed
Ericsson that it had filed suit in Wuhan, Ching,
on December 7, 2020, seeking rate setting for
Ericsson’s 4G & 5G standard essential patents.

OnJanuary 1, 2021 Ericsson filed a patent
infringement case in the US District Court for
the Eastern District of Texas against Samsung.

On January 4, 2021, Ericssonfiled a
complaint at the US International Trade
Commission (ITC) as well as in Dusseldorf,
Mannheim, and Munich Regional Courts in
Germany, the District Court of the Hague in
The Netherlands, and the Enterprise Court of
Brussels in Belgium asserting infringement of
patents by Samsung.

OnJanuary 7, 2021, Samsung asserted
patentinfringement claims against Ericsson
ina complaintatthe USITCaswell asin
counterclaims the US District Court for the
Eastern District of Texas.

On January 15,2021, Ericsson filed an
additional USITC Action and a case in the US
District Court for the Eastern District of Texas
against Samsung for patent infringement.

On February 4, 2021, Samsung filed addi-
tional complaints at the ITC and in the U.S.
District Court for the Eastern District of Texas
against Ericsson for patent infringement.

On February 15,2021, Ericsson filed
additional complaints asserting claims of
patentinfringement against Samsung in
the Mannheim and Munich Regional Court
in Germany, the District Court of the Hague
in The Netherlands, the Enterprise Court of
Brussels in Belgium, and the Patents Court of
the United Kingdom.

On February 19, 2021, Samsung asserted
patentinfringement claims against Ericsson
in complaints filed in the Paris First Instance
Courtin France, the District Court of the Hague
in The Netherlands, and the Enterprise Court
of Brussels in Belgium.

In the context of the various court pro-
ceedings, the parties are involved in filing
and contesting various pre-trial motions and
related court awards, including as to venue.
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The filing of multiple lawsuits, complaints
and other proceedings, when parties take
legal action over a patent license agreement
renewal, is standard and consequently addi-
tional lawsuits, complaints and other proceed-
ings, may follow.

As part of its defense to a now settled
patentinfringement lawsuit filed by Ericsson
in 2013 in the Delhi High Court against Indian
handset company Micromax, Micromax
filed a complaint against Ericsson with the
Competition Commission of India (CCI). The
CCI decided to refer the case to the Director
General's Office for an in-depth investigation.
InJanuary 2014, the CCI opened similar
investigations against Ericsson based on
claims made by Intex Technologies (India)
Limited and, in 2015, based on a now settled
claim from iBall. Ericsson has challenged CCI's
jurisdiction in these cases before the Delhi
High Court and is awaiting final appellate
decision by the Supreme Court of India.

InApril 2019, Ericsson was informed
by China's State Administration for Market
Regulation (SAMR) Anti-monopoly bureau
that SAMR has initiated an investigation into
Ericsson’s patent licensing practices in China.
Ericsson is cooperating with the investiga-
tion, which is still in a fact-finding phase. The
next steps include continued fact finding and
meetings with SAMR in order to facilitate the
authority’s assessments and conclusions.

In April 2018, Telefonaktiebolaget LM
Ericsson, the present President and CEO and
the Chief Financial Officer of Ericsson as
well as three former executives were named
defendants in a putative class action filed
in the United States District Court for the
Southern District of New York. The complaint
alleged violations of United States securities
laws, principally in connection with service
revenues and recognition of expenses on long-
term service projects. Ericsson filed motion to
dismiss the complaint. On January 11, 2020
the court granted Ericsson’s motion to dismiss.
The decision became final and binding on
April 15, 2020.

In addition to the proceedings discussed
above, the Company is, and in the future may
be, involved in various other lawsuits, claims
and proceedings incidental to the ordinary
course of business. Forinformation on risks
e.g. relating to lawsuits, claims and proceed-
ings, see the chapter Risk Factors.

Parent Company

Telefonaktiebolaget LM Ericsson (the Parent
Company) business consists mainly of corpo-
rate management, holding company functions
and internal banking activities. It also handles

customer credit management, performed on
a commission basis by Ericsson Credit AB.

As of 31 December 2020 (2019) the Parent
Company had 3 (3) branch offices. In total, the
Group has 77 (77) branch and representative
offices.

Financial information
Income after financial items was SEK 8.3
(—=3.1) billion. The Parent Company had no
salesin 2020 or 2019 to subsidiaries, while
36% (35%) of total purchases of goods and
services were from such companies.
Major changes in the Parent Company's
financial position for the yearincluded:
— Increased current and non-current receiv-
ables from subsidiaries of SEK 8.9 billion.
— Increased current and non-current liabili-
ties to subsidiaries of SEK 12.5 billion.
— Increased dividend from subsidiaries of
SEK 3.9 billion.
— Increased impairment of investments in
subsidiaries of SEK 2.5 billion.

At the end of the year, gross cash: cash,
cash equivalents, short-term investments,
and interest-bearing securities non-current
amounted to SEK 57.0 (56.5) billion.

At the end of the year, non-restricted equity
amounted to SEK 33.9 (32.2) billion and total
equity amounted to SEK 82.1 (80.4) billion.

Share information

As of December 31, 2020, the total number of
sharesinissue was 3,334,151,735, of which
261,755,983 were Class Ashares, each carry-
ing one vote, and 3,072,395,752 were Class

B shares, each carrying one tenth of one vote.
Both classes of shares have the same rights of
participationin the net assets and earnings. The
largest shareholders of the Parent Company at
year-end were Investor AB with approximately
22.81% of the votes (7.68% of the shares),

AB Industrivarden with 15.14% of the votes
(2.61% of the shares), Svenska Handelbankens
Pensionsstiftelse with 4.12% of the votes (0.7%
of the shares) and Cevian Capital with 3.25% of
the votes (5.45% of the shares).

In accordance with the conditions of the
Long-Term Variable Compensation Program
(LTV) for Ericsson employees, 13,809,287
treasury shares were distributed to employees
orsoldin 2020. The quotient value of these
shares was SEK 5.00 per share, totaling
SEK 69 million, representing less than 1% of
capital stock, and compensation received for
shares sold and distributed shares amounted
to SEK 163.5 million.

The holding of treasury stock at December
31,2020 was 6,043,960 Class B shares. The

quotient value of these shares is SEK 5.00,
totaling SEK 30 million, representing 0.2% of
capital stock, and the purchase price amounts
to SEK 43.9 million.

Proposed disposition of earnings

The Board of Directors proposes a dividend
SEK2.00 (1.50) per share, and that the

Parent Company shall retain the remaining
part of non-restricted equity. The dividend is
proposed to be paid in two equal installments,
SEK 1.00 per share with the record date April 1,
2021, and SEK 1.00 per share with the record
date October 1, 2021.

The Class B treasury shares held by the
Parent Company are not entitled to receive
dividend. Assuming that no treasury shares
remain on the record date, the Board of
Directors proposes that earnings be distributed
as follows:

Amount to be paid to

the shareholders SEK 6,668,303,470
Amount to be retained by the
Parent Company SEK27,246,946,648
Total non-restricted equity of
the Parent Company SEK33,915,250,118

As a basis for its dividend proposal, the
Board of Directors has made an assessment
in accordance with Chapter 18, Section 4 of
the Swedish Companies Act of the Parent
Company's and the Group's need for financial
resources as well as the Parent Company’s
and the Group’s liquidity, financial position in
other respects and long-term ability to meet
their commitments. The Group reports an
equity ratio of 31.4% (29.6%) and a net cash
amount of SEK 41.9 (34.5) billion.

The Parent Company’s equity would have
been SEK 0.3 billion higher if assets and liabili-
ties had not been valued at fair value pursuant
to Chapter 4, Section 14a of the Swedish
Annual Accounts Act.

The Board of Directors has also considered
the Parent Company's result and financial
position and the Group’s position in general. In
this respect, the Board of Directors has taken
into account known commitments that may
have an impact on the financial positions of
the Parent Company and its subsidiaries.

The proposed dividend does not limit the
Group's ability to make investments or raise
funds, and it is the Board of Directors’ assess-
ment that the proposed dividend is well-
balanced considering the nature, scope and
risks of the business activities as well as the
capital requirements for the Parent Company
and the Group in addition to coming years'’
business plans and economic development.
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Guidelines for Remuneration

to Group Management approved
by the Annual General Meeting of
shareholders 2020

Guidelines for Remuneration
to Group Management

Introduction

These Guidelines for Remuneration to Group
Management (the “Guidelines”) apply to

the Executive Team of Telefonaktiebolaget

LM Ericsson (the “Company” or “Ericsson”),
including the President and Chief Executive
Officer (the "President and CEQ") (“Group
Management”). These Guidelines apply to
remuneration agreed and changes to previously
agreed remuneration after the date of approval
of the Guidelines and are intended to remain

in place for four years until the Annual General
Meeting of shareholders 2024. For employ-
ments outside of Sweden, due adaptations may
be made to comply with mandatory local rules
or established local practices. In such cases,
the overall purpose of these Guidelines shall be
accommodated to the largest extent possible.
These Guidelines do not cover remuneration
resolved by the general meeting of sharehold-
ers, such as long-term variable compensation
programs (“LTV").

Objective

These Guidelines aim to ensure alignment with

the current remuneration philosophy and prac-

tices applicable for the Company’s employees
based on the principles of competitiveness,
fairness, transparency and performance. In
particular to:

— attract and retain highly competent, perform-
ing and motivated people that have the
ability, experience and skill to deliver on the
Ericsson strategy,

— encourage behavior consistent with
Ericsson’s culture and core values,

— ensure fairness in reward by delivering total
remuneration that is appropriate but not
excessive, and clearly explained,

— have a total compensation mix of fixed pay,
variable pay and benefits that is competitive
where Ericsson competes for talent, and

— encourage variable remuneration which
aligns employees with clear and relevant
targets, reinforces their performance and
enables flexible remuneration costs.

The Guidelines and the Company’s strategy
and sustainable long-term interest

A successful implementation of the Company’s
strategy and sustainable long-term interests
requires that the Company can attract, retain
and motivate the right talent and can offer
them competitive remuneration. These Guide-
lines aim to allow the Company to offer the
members of the Group Management attractive

and competitive total remuneration. Variable
compensation covered by these guidelines shall
be awarded against specific pre-defined and
measurable business targets derived from the
long-term business plan approved by the Board
of Directors. Targets may include financial
targets at either Group, Business Area or Market
Area level, strategic targets, operational targets,
employee engagement targets, customer sat-
isfaction targets, sustainability and corporate
responsibility targets or other lead indicator
targets.

The Company operates long-term variable
compensation programs for the Group Man-
agement. These have been approved by the
Annual General Meeting (“AGM”) and as a
result are not covered by these Guidelines.
Details of Ericsson’s current remuneration policy
and how we deliver on our policy and guidelines
and information on previously decided long-
term variable compensation programs that
have not yet become due for payment, including
applicable performance criteria, can be found
in the Remuneration Report and in note G2,
“Information regarding members of the Board
of Directors, the Group management” and note
G3, “Share-based compensation” in the annual
report 2019.1)

Governance of remuneration

to Group Management

The Board has established a Remuneration
Committee (the “Committee”) to handle com-
pensation policies and principles and matters
concerning remuneration to Group Manage-
ment. The Board has authorized the Committee
to determine and handle certain issues in
specific areas. The Board may also on occasion
provide extended authorization for the Commit-
tee to determine specific matters.

The Committee is authorized to review and
prepare for resolution by the Board salary and
otherremuneration for the President and CEO.
Further, the Committee shall prepare for resolu-
tion by the Board proposals to the AGM on
Guidelines for Remuneration to Group Manage-
ment at least every fourth yearand on LTV and
similar equity arrangements.

The Committee has the mandate to resolve
salary and other remuneration for the other
members of Group Management except for
the President and CEO, including targets for
short-term variable compensation ("STV"),
and payout of STV based on achievements
and performance.

In order to conduct its responsibilities, the
Committee considers trends in remuneration,
legislative changes, disclosure rules and the
general global executive remuneration environ-
ment. It reviews salary survey data, Company
results and individual performance before
preparing salary adjustment recommendations
forthe President and CEO for resolution by
the Board and before approving any salary

adjustments for the other members of Group
Management. In order to avoid conflict of
interests, no employee is present at the Commit-
tee’s meetings when issues relating to their own
remuneration