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LM ERICSSON TELEPHONE COMPANY
Annual Report and Year’s Review

1876-1976

Computer-controlled telephone exchange system for updating older
exchanges of the Ericsson crossbar type. The first equipment of this
type was installed during the year in the local Arhus exchange in
Denmark, which in its original version went into service in 1953.

In commemoration of the Company’s 100th anniversary the cover
shows three telephone instruments which have all played an im-
portant role in the past century: LM Ericsson’s first telephone (1878),
the first desk instrument with handset (1892) and the 1976 model of
the Ericoron, here in jubilee styling.

Headquarters

Telefonaktiebolaget LM Ericsson
Telefonplan, S-126 25 Stockholm, Sweden
Telephone: 08/7190000

U.S. Subsidiaries

The Ericsson Corporation

100 Park Avenue, New York, N.Y. 10017
LM Ericsson Telecommunications, Inc.
100 Crossways Park Drive West
Woodbury, Long Island, N.Y. 11797

Stock Listed on

Stockholm Exchange A and B shares
Amsterdam, Dusseldorf, Frankfurt B shares
am Main, Geneva, Hamburg,

London, Oslo and Paris

Exchanges

Registrar

LM Ericsson Telephone Company, Head Office,
S5-126 25 Stockholm, Sweden

Paying Agents
US.A.:
First National City Bank

England:
S. G. Warburg & Co. Ltd.

Sweden:

Skandinaviska Enskilda Banken and
Svenska Handelsbanken

France:

Banque de Paris & des Pays-Bas, Banque Nationale
de Paris, Crédit Lyonnais and Banque de Neuflize,
Schlumberger, Mallet

Switzerland:

Pictet & Cie, Swiss Bank Corporation and Union
Bank of Switzerland

West Germany:

Bayerische Vereinsbank, Berliner Disconto Bank
AG, Berliner Handels- und Frankfurter Bank,
Deutsche Bank AG, Deutsche Unionbank GmbH,
M. M. Warburg-Brinckmann, Wirtz & Co., Saar-
landische Kreditbank AG, Sal. Oppenheim jr. & Cie.,
and Westdeutsche Landesbank Girozentrale

Annual General Meeting

The Annual General Meeting will be held at the St.
Erik’s Fair, Massvéagen 1, Alvsjo, at 4.00 p.m. Friday,
June 4, 1976. Shareholders intending to participate
in the Annual General Meeting shall give notice to
the Headquarters of the Company between 10.00
a.m. and 2.00 p.m. daily, not later than Tuesday,
June 1, 1976 at 2.00 p.m.

Dividend

The dividend, as approved by the Annual General
Meeting, will be payable against presentation of
coupon No. 49 as from Tuesday, June 8, 1976.

Printed by Ljungfé'retagen, Orebro, Sweden
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The 100th anniversary of LM Ericsson will be
celebrated on May 5th, 1976, a day which also
marks the birth of Lars Magnus Ericsson 130
years ago.

The Board of Directors would like the observance
of this centennial to underline the Company’s
worldwide activities and its notable history.

To commemorate this occasion, the history of the
Company will be published. It will record, in
three volumes, the company’s economic growth
and technological advance over the past one
hundred years. The research that went into this
historical work has brought to light some interesting
facts which illuminate events that were very little
known earlier, especially from the Twenties and
Thirties. It is the Board’'s hope that the employees
and others closely concerned with the Company’s
activities will benefit from the knowledge and
experiences that the book communicates from
earlier periods.

The newly established “LM Ericsson International
Prize for Significant Contributions within Tele-
communications Research or Engineering” is

being awarded for the first time. At a ceremony

to be held in the Technical Museum in Stockholm
on May 5th, His Majesty the King of Sweden will
present the prize to Dr. Harold A. Rosen of the
Hughes Aircraft Company for his far-sightedness
in proposing—against an originally contrary current
opinion—the introduction of geostationary satellites
and for his eminent scientific and technological
contributions to their development, design and
operation.

In order to emphasize the Company’s importance
on the international technical scene, a special
symposium is being arranged on the 4th and 5th
of May. Its theme is “Telecommunications in a
Changing World”. Lecturers from six continents
will then present their viewpoints on the present
and future significance of telecommunications
technology.

A great many eminent representatives of the Com-
pany’s customers the world over have been invited
to attend the centennial festivities.

The Company’s century of existence coincides with
the 100th anniversary of the telephone as a means
of communication. For this reason the National
Museum of Art in Stockholm has decided to mount
a memorial exhibition at which the Company’s
achievements will also be put on public display.

It is the conviction of the Board that these and many
other steps which have been taken to celebrate the
Company’s one hundred years in business will
inspire to the continued pursuit of successful
achievements. It may be appropriate here to quote
the concluding paragraph of the preface to the
history of the Company that was referred to earlier:

“The history of LM Ericsson is an outstanding
example of how a company in a small country can
achieve international leadership in its field. That the
Company’s history is to a high degree the story of
those who have served the enterprise is clearly
apparent from the present work, published on the
occasion of LM Ericsson’s one hundredth anniver-
sary. Many who have served the Company are
identified by name, but the greatest number, under-
standably, must remain anonymous.

The present volumes are a tribute to all—executives,
staff employees and factory personnel—who helped
shape the Company’s successful growth. LM
Ericsson is entering its second century, and a new
technological age, with a solid capital of human
resources. With the same pioneering spirit, persis-
tence, negotiating skill, inventiveness and splendid
spirit of cooperation that have characterized its
first one hundred years. Telefonaktiebolaget LM
Ericsson can look to the future with assurance and
confidence. Of this, I am convinced.”

/
4/ f/”é%ma/w]f

Chairman of the Board of Directors
Telefonaktiebolaget LM Ericsson
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HIGHLIGHTS OF 1975 OPERATIONS

Group sales aggregated $1,645 million, an in-
crease of 21 percent over 1974. Markets outside
of Sweden accounted for 86 percent.

Income, before special adjustments and taxes,
amounted to $166 million, equal to 10.1 percent
of sales.

The Board of Directors proposes an increased
dividend of S.kr. 6.25 per share together with a
bonus of S.kr. 1.00 per share in recognition of
the Company’s 100th anniversary.

The capital stock will be increased to $248 mil-
lion partly through a new issue comprising one
new B share for six of the present A and/or B
shares at a price of S.kr. 75.00 and partly through
a stock dividend consisting of one new B share
for four of the present A and/or B shares.

Orders received totaled $1,974 million, an in-
crease of 17 percent. The Swedish market ac-
counted for 16 percent of orders booked. The
order backlog at year-end aggregated $2,082
million. -

Investments in property, plant and equipment
during the year increased to $149 million. $116
million was invested in research and develop-
ment.

Group employees at year-end totaled 84,130 of
whom 31,240 were employed in Sweden.



Ericsson Group
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OVERALL GEOGRAPHIC DISTRIBUTION OF SALES
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Annual Report of the Board of Directors to the Stockholders

GROUP

Operating results in brief

($ Millions except where

otherwise indicated) 1975 1974 Change
Order bookings $1,974.1 $1,689.1 +16.9%
Order backlog $2,082.2 $1.750.2 +19.0%
Sales $1,645.4 $1,360.8 +20.9 %

Income before special
adjustments and taxes  $166.2 $185.9

Percent of sales 10.1% 13.7%
Reported net income $38.6 $44.8
Per share $2.51 $2.91
Adjusted net income $70.5 $73.9
Per share $4.58 $4.80

When the President of Finland, Urho Kekkonen, paid his State visit
to Sweden in late October, he took the opportunity to tour through
the main Ericsson plant in Stockholm.

The economic situation in many industrial countries during
1975 was marked by continued recession and high rates of
inflation. Even though various measures were deployed to
combat inflation, only a few countries managed to signific-
antly reduce increases in prices and costs.

These factors interacted to put a heavy brake on the vigor-
ous expansion of telephone networks in European in-
dustrial countries that was ushered in at the beginning of
the 1970s. With very few exceptions telecommunications
administrations reduced their capital expenditures fore-
seen in earlier investment plans. Cutbacks in investment
programs became customary as part of efforts of govern-
ments to contain inflation. Profitability declined for many
telecommunications administrations, with inevitably
adverse effects on their ability to generate funds internally
because the political authorities were reluctant to approve
rate increases. Another consequence of the general



economic situation was a reduction in the demand for tele-
communications services, which meant that planned ex-
pansion programs had to be postponed.

In many of the oil-producing countries plans were drawn
up for substantial expansion of the telephone networks
but the realization of these plans is being delayed in several
instances owing to inadequate administrative or technical
resources. In all likelihood, however, this group of coun-
tries will place large-scale orders for telecommunications
equipment in the next few years.

Many developing countries outside the OPEC group sus-
tained a severe deterioration in their balance of payments,
which forced them to adopt various types of import re-
strictions. The changed situation led to reappraisals of the
rates at which telephone networks should be expanded
and to increasing insistence on long-term credits from
suppliers.

The telecommunications industry had considerably ex-
panded its manufacturing capacity in earlier years to meet
the existing and expected increase in demand for equip-
ment. As aresult of changes in international markets, most
manufacturers found themselves with excessive capacity
which sparked off intensive competition in export markets.
Pressure on prices increased, especially from Japanese
manufacturers. A growing practice in competitive bidding
for international contracts was that governments of those
countries which have exporting manufacturing industries
lent direct or indirect support to the efforts of these in-
dustries.

Personnel costs in Sweden increased more than in those
countries were the Group’s leading competitors produce
for export.

Although the international foreign exchange market was
somewhat more stable than in 1974, it has again tended to
become more volatile.

The devaluation of the Brazilian cruzeiro continued at a
high rate and disruptions in Argentina’s economy led to a
very sharp devaluation of the peso.

An ever growing interest among telecommunications
administrations in the introduction of new technical solu-
tions for the public telephone market could be observed.
Events are now entering a phase where the computer-
controlled systems will account for a gradually increasing
proportion of deliveries. During the year Australia and
France invited the first international tenders to select a
system for computer-controlled exchanges.

Telephone exchange and other telecommunications
equipment for telephony continues to be in strikingly short
supply in large parts of the world and it is likely that the
number of telephone instruments will more than double
over the next 10-year period. The Group, which has long
been committed to the development of computer-
controlled exchanges, is well poised to meet this demand in
both the short and long term.

Order bookings

The Group’s order bookings in 1975 amounted to $1,974.1
million, compared with $1,689.1 million for 1974, an in-
crease of 17 % over the preceding year (9 %).

The distribution of orders by major product groups was as
follows:

Percentage
($ Millions) 1975 1974 change
Public telephone
exchanges $1,036.1 $ 836.6 24

Subscriber exchanges,
instruments and

intercom systems 280.9 291.1 (4)
Transmission equipment

and radio communica-

tions systems 91.8 125.0  (26)
Other systems and

products 134.8 132.3 2

Electronic equipment and
development projects
for the military

Cable, wire and network
equipment 245.2 223.7 10

Other products 46.4 43.6 6

138.9 36.8 277

Total $1,974.1 $1,689.1 17

B The postponement of plans to expand telephone
networks referred to earlier stemmed the flow of orders
received for public telephone exchanges in some of the
Group’s major markets. Even so, order bookings were up
on the 1974 level by 24 % due amongst other things to sub-
stantial orders received from Great Britain and certain
African countries.

Most of the orders placed were for Ericsson’s crossbar
systems, which still enjoy a buoyant demand all over the
world.

The computer-controlled crossbar systems (ARE) de-
veloped within the Group inrecent years continued to meet
with keen interest, which was reflected in a number of new
orders. The central processing units for these systems can
be used both in the installation of new facilities and in the
modernization of existing crossbar exchanges.

For some years the Group has held a particularly strong
position in the field of computer-controlled exchanges for
national and international traffic switching (AKE) and has
sold more exchanges of this kind than any other man-
ufacturer. Since the system was introduced in 1971 orders
have been received from ten or more countries for some 30
exchanges in all, of which 10 are in operation.

A brand new type of a computer-controlled telephone ex-
change (AXE), for use mainly as local exchange, is now
being introduced in world markets. The first installation
incorporating this system will be completed during the cur-
rent year at Sodertélje southwest of Stockholm. This new
telephone exchange system ushers in a new technological
era in that it represents the third generation of computer-
controlled systems characterized by a highly sophisticated
data processing technique.

M Sales of private automatic branch exchanges (PABX),
which rose sharply in 1974, remained at virtually the same
level. The continuing recession led to reduced sales in the
industrial countries, but the decline could be largely re-
couped through increased order bookings in Latin America
and in certain markets in Africa and Asia.
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At the same time as PABX’s based on crossbar and code
switch techniques have been further developed to improve
their traffic-carrying properties and to cater for the special
needs of major customers (e.g. for private wire networks),
the Group is going ahead with its development of elec-
tronic exchanges. These units were first introduced in
1972, when the French subsidiary, Société Frangaise des
Téléphones Ericsson (STE), sold the first electronic
exchange featuring very large capacity, the PE 1024. The
experience of operation of the 1972 unit as well as of a
number of similar exchanges delivered since then has
been highly favorable. Among new electronic versions of
other exchanges that were introduced during 1975 is a unit
intended for customers who need equipment with fewer
lines which is included in a product series called ErITRONIC.
Ordersreceived fortelephone instruments were unchanged
from the previous year. The Swedish Telecommunications
Administration placed the first order for a new loud-
speaking telephone, the Ericovox 200.

In the field of intercom systems the Group succeeded in
posting somewhat higher sales despite depressed economic
conditions.

B Contracting domestic markets in many countries for
transmission equipment to handle trunk traffic led to over-
production and greatly intensified competition in export
markets. Demand in these markets showed a weaker
growth than earlier and as a result order bookings in 1975
were considerably below their 1974 level.

Exports of mobile radios and radio communications
equipment fell. However, increased sales in Sweden made
up for the export shortfall so that overall orders received
held virtually unchanged.

B Sales of interlocking and control systems for road and
rail traffic took an upward turn in Sweden and the rest of
Western Europe, while order bookings on other markets
were lower than the previous year. A satisfactory flow of
orders was achieved for fire-alarm and other security
systems as well as for allied telecommunications products.
Sales of electronic components were hard hit by the
economic slump.

B In connection with modernization of the Swedish Air
Defences major contracts were placed for deliveries of
military electronic equipment to the Air Force and Army.
The recent years’ concentration on export markets con-
tinued to yield good results.

B The Swedish factories’ domestic market for power and
telephone cable declined but was compensated by higher
exports. By and large the overseas cable factories achieved
unchanged order bookings. Network equipment opera-
tions showed a continuing increase.

Manufacture of elements for reed switches, which are used in some
of LM Ericsson’s telephone exchange systems.

Reconnaissance and tracking radar for the fighter version of the
Swedish Air Force plane, “Viggen"'.

The geographic distribution of order bookings in principal
market areas was as follows:

Percentage
($ Millions) 1975 1974  change
Sweden $ 316.2 $§ 207.7 52
Europe (excluding Sweden)  849.0 693.8 22
Latin America 466.5 514.0 9
Other markets 342.4 273.6 25

Total $1,974.1 $1,689.1 17

Further details of operations in the individual markets ap-
pear in the Year's Review.

Production and employment

New manufacturing facilities with a total of 1.3 million
sq.ft. of space were completed during the year. Most of the
capital expenditure was accounted for by the Parent Com-
pany and the subsidiaries in Brazil, France and Spain. By
year-end the Group had production facilities (including
space for materials handling) totalling 14.2 million sq.ft. of
floor area, geographically distributed as follows:

(Thousands of square feet) 1975 1974
Sweden 8,100 7,600
Europe (excluding Sweden) 3,250 2,900
Latin America 2,200 1,800
Other countries 600 550

' Total 14,150 12,850

The average level of employment was slightly higher than
in 1974, Manpower could be recruited without appreciable
difficulties and employee turnover showed a downward
tendency.

Disturbances caused by strikes and other unrest in the
labor market were negligible.

During second-half of 1975 it became necessary at certain
plants to reduce the work force to a somewhat lower level
which was accomplished by not replacing employees who
left.

The average number of factory personnel employed during
the year increased by around 6 %. The increase occurred to
a large extent in the Parent Company and the subsidiaries
in Brazil and France. The geographic distribution of
factory personnel was as follows:

1975 1974

Sweden 17,890 17,000
Europe (excluding Sweden) 10,200 9,560
Latin America 5,610 5,080
Other countries 2,300 2,260
Total 36,000 33,900

The increased manufacture of computer-controlled tele-
phone exchange systems has brought with it a need for new
production methods. This is especially relevant as regards
the complicated testing that is needed in different phases of
the manufacturing process to diminish the risk of defects
and to reduce the high costs incurred in the installation of
these systems. Parallel with development of the systems,
therefore, a great deal of effort has gone into the design of

11



New plants

England: Thorn-Ericsson Telecommunications (Mfg) Ltd,
Scunthorpe.

Brazil: Ericsson do Brasil, Paraisopolis.

sophisticated,
equipment.
Methods devised by the Parent Company to measure effi-
ciency of cable forming, wiring and testing of telephone
systems have been gradually introduced in the factories
abroad. These methods, which after exhaustive studies of
the work cycle have resulted in standard times for each of
the separate operations, have greatly contributed to im-
proving the efficiency of labor-intensive elements in the
production process.

automated manufacturing and testing

Technical development

Once again the main emphasis in Ericsson’s research and
development was on telephone exchanges. Considerable
resources are required to design the massive volumes of
programs that are used in the stored program controlled
systems. Special efforts were made in 1975 to achieve

12
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Sweden: Printed circuit board factory at Ingelsta, Norrképing.

optimized organization of these programs as seen by the
users. The hardware portion of the equipment is being de-
signed to employ advanced electronic components in the
form of integrated circuits in monolithic or hybrid thin-film
versions. AB Rifa (RIF), the Group’s component-manu-
facturing affiliate, is making a significant contribution here
with its production of custom-designed circuits, as these
involve substantial technical or economic benefits.

In 1975 a total of $116 million was spent on R & D, equiv-
alent to 7 % of the consolidated net sales.

The development work on the new stored program control-
led local exchange system, AXE, continued at ELLEM-
TEL. The work on the related software was essentially
completed. The first pilot exchange at Sodertilje, Sweden,
is installed and is expected to become operational in
autumn 1976. A prototype of the digital group selector
which AXE will carry as optional equipment was produced
by LM Ericsson Pty in Australia (EPA).



Parallel with the product development an intense effort
went into the production of management aids to assist in
design, documentation, planning, installation and testing.
The object here is to make it much cheaper to carry out the
work connected with ordering, installing and using the
system.

The new stored program controlled crossbar system for
local exchanges (ARE), which has more than amply proved
its worth both in new installations and in modernizations
and extensions of existing crossbar exchanges was in-
troduced at 25 places in six countries. Similar computer-
controlled systems for trunk exchanges are being devel-
oped.

Prototype tests on a new computer for the large interna-
tional, type AKE trunk exchanges .were performed and
batch production was started during the year.

A new electronic, computer-controlled rate-fixing and bil-
ling system is being developed. This system, which also
includes sophisticated electronic equipment for operators
is intended for national and international trunk exchanges
of crossbar type. It permits efficient and uniform handling
of both subscriber- and operator-controlled traffic. The
development project was pursued in partnership with
FATME in Italy.

The French company, Société Frangaise des Téléphones
Ericsson (STE), putin service the first crossbar exchanges
for large traffic volumes, specially designed for the inner
metropolitan area of Paris.

ELLEMTEL made further progress as planned in devel-
oping a new stored program controlled, combined local
and transit exchange system for telex traffic. The switching
equipment is based upon time-division-multiplex technique
and is wholly electronic, which will permit substantial
reduction of both volume and manufacturing expense.
This system is designed for a maximum capacity of 30,000
lines. A 2,000-lines exchange will become operational in
Malmo in 1977.

Special equipment is required to supply stored program
controlled telephone and telex exchanges with power. The
engineering design of such equipment proceeded in parallel
with development of the superordinate systems.

In the transmission field the first stage of developing a
new generation of multiplex equipment for frequency
division systems was concluded. The project encompassed
the design of supergroup equipment, making use of new
electronic components, and reached an even higher degree
of miniaturization, including refined methods of mechan-
ical design. At the same time a new version of terminal
equipment for 30-channel PCM systems was completed,
this too by drawing upon the latest advances in component
technology.

Future transmission systems will use thin glass fibers that
let modulated light act as the information carrier. In-
significant material usage and very high information capac-
ity offer promise that these systems will be economically
attractive. A broad study of the new technique’s potentials
was initiated, also involving research groups at the
Swedish Institutes of Technology.

Electronic circuits utilizing monolithic and hybrid tech-
niques for transmission and impulsing in the standard tele-

phone instrument, DiaLoG, were introduced in 1975.
Further, EricoFoN was redesigned and restyled. The new
Ericoron 700 is the Group's first telephone instrument
exclusively engineered to embody the most recent elec-
tronic advances. It will offer greatly improved transmis-
sion characteristics, most notably provided by the use of
electret microphones. The electret microphone not only
improves transmission characteristics and imparts greater
stability to the transmission data but also—which is even
more important—is in itself more resistant to physical wear
and tear. EricoroN 700 exclusively comes in a pushbutton
version for pulse signalling or voice-frequency code signal-
ling.

In Norway, the national telecommunications administra-
tion commissioned Elektrisk Bureau (EBN) to develop a
new standard telephone instrument.

In 1975 more and more units within the Parent Company
made use of the picture telephone as a practical aid in the
day-to-day work. Many of the Group’s systems recom-
mendations were accepted in the international standardiza-
tion work that is going ahead under the auspices of CCITT
(International Telegraph and Telephone Consultative
Committee).

In the field of private branch exchanges, development
work continued at the Parent Company, ELLEMTEL,
STE (France) and EPA (Australia) with concentration on
electronically engineered exchanges. EPA worked on ver-
sions with application of digital techniques.

In the radar field, the newly developed radar for the fighter
version of the Viggen military aircraft was put to flight
testing. The Viggen incorporates a brand new display panel
developed by the subsidiary, Svenska Radio AB (SRA), in
which the use of new digital technique has greatly en-
hanced the operative potentials. The work of developing
military optronic systems was intensified in partnership
with the Swedish National Defense Research Institute.

In the field of railway signalling, work went ahead on de-
signing a system for automatic train control as part of a
program dedicated to improving the safety of rail traffic. In
Denmark, Dansk Signal Industri (DSI) was engaged in
several projects, among them a device to control train
speeds and to stop trains automatically.

A wholly electronic burglar alarm system and a plant alarm
system were brought onto market as part of the Group’s
business concerned with security systems. Also developed
was a new two-wire relay system, which captured wide-
spread attention and was installed during the year in the
Swedish county alarm system, etc.

Orders were received in 1975 from ESA (European Space
Agency, formerly ESRO) to develop the prototype of a
multibeam, electronically controlled phase array, which
would be chiefly intended for communication between a
fixed station on land and a mobile terminal, say on board a
ship, via satellite. The development work will cover a
complete antenna system.

Within ESA’s telesatellite program, OTS, the telecom-
munications administrations in Denmark, Finland and
Sweden ordered earth stations for wave propagation and
transmission tests between satellite and earth station
within the 12 GHz frequency band.

13
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Sieverts Kabelverk (SKV) successfully developed new
types of power cables and ancillary equipment. XLPE-
insulated single core cables (i.e. cables insulated with
cross-linked polyethylene) with screen of longitudinally
laid-on aluminum strip were introduced on the market with
a complete line of accessories.

The use of SinipAL type nickel-plated aluminum wire as
street lighting feeder was evaluated in comparison with
unplated aluminum, with and without alloying additives, in
an extensive investigation carried out by experts from sev-
eral electric power utilities. The investigation resulted in
SinipALs favor.

Group results

M Net sales in 1975 amounted to $1,645.4 million, exceed-
ing 1974 sales of $1,360.8 million by 21 (21) percent. De-
liveries to Swedish customers rose insignificantly and the
Swedish share of total sales continued to drop, this time
from 17.0 % to 14.5 %. In other markets, there was a slight
shift toward a higher proportion of sales in Latin America.

The following table shows the distribution of sales by
geographic areas.

Increase
($ Millions) 1975 1974 %
Sweden $ 2384 $ 2309 3
Europe (excluding Sweden) 706.9 602.4 17
Latin America 441.4 326.3 35
Other markets 258.7 201.2 28

Total $1,645.4 $1,360.8 21

The distribution of sales by markets as well as by product
categories is shown in greater detail on page 32.

B Costs of goods and services sold rose from $763.3 mil-
lion in 1974 to $945.5 million in 1975 and the margin (dif-
ference between sales revenue and production costs) was
1.4 percentage points lower than in 1974. The deterioration
is attributable to the Brazilian subsidiary (EDB), where
margins fell substantially, mainly because the landed cost
of materials imported from the Swedish factories to com-
plement local manufacture was significantly increased by
unforeseen, sharply higher customs duties which could
not be recovered through existing price adjustment clauses.
For the rest of the Group the margin improved by 2.3
percentage points.

The year’s round of collective bargaining as regards factory
personnel led to very steep increases in labor costs, which
for the Group as a whole, including social benefits, went up
by over 20 %. Pay increases were higher in Sweden than
that at some of the major overseas subsidiaries.

Costs for major raw materials did not move very much
during 1975, but are showing an upward tendency in the
current year. Through all of last year the copper prices

One of the work stations in a new graphic data system, used to
produce microelectronic layout patterns at AB Rifa in Stockholm.

The new telephone exchange system, AXE, represents the third gen-
eration of stored program control technique. The first AXE exchanges
will come on stream in Sédertélje, Sweden, and Turku, Finland.

held at a low level while the prices of steel fell sharply
during the second quarter. Although the prices of plastic
raw materials showed a declining tendency, they began to
recover somewhat towards year-end. The international
market for electronic components was marked by abun-
dant supply and falling prices.

Good results were achieved in the continuing rationaliza-
tion of the Parent Company’s production, especially from
the changeover to more automated production. The grow-
ing production volumes at overseas factories opened up
prospects for the introduction of Parent Company de-
veloped and produced items of equipment for manufactur-
ing and testing to a greater extent.

Only part of the price increases put into effect during the
year are reflected in net sales because of long lead times
between receipt of order and delivery for the major lines
included in the Group's product range.

M Overheads increased from $372.5 million to $457.9 mil-
lion or by 23 (23) %.

The number of persons employed in selling, engineering
and administration increased by about 5 %. Nearly half of
this increase took place in Sweden, mainly because the
Parent Company's technical departments required in-
creased resources.

New pay agreements reached for employees not covered
by collective wage agreements resulted in percentage in-
creases that were of the same magnitude as those for
factory personnel, i.e. more than 20 %. Since around half
the Group’s white-collar force works in Sweden, this de-
velopment had a material effect on overheads, by far the
greater part of which comprises salaries. The ratio of over-
heads to sales increased negligibly.

The foreign exchange losses included in overheads
amounted to $17.6 million ($29 million). Reference should
be made to note 5 to the financial statements.

B Depreciation of property, plant and equipment
amounted to $59.8 million ($51.6 million). In addition,
nonrecurring write-downs in the amount of $10.1 million
($5.7 million) in respect of fixed assets acquired during the
year were charged against investment reserves.

Depreciation for costing purposes, based on estimated re-
placement values and the economic life of the assets, cor-
responded closely to depreciation charged during the year.

B [nterest expense amounted to $87.7 million ($51.2 mil-
lion). The excess of interest expence over interest income
increased by $35.4 million.

B Income before special adjustments and taxes amounted
to $166.2 million ($185.9 million).

As indicated above the Brazilian subsidiary EDB ac-
counted for the impaired margin, mainly because higher
customs duties were levied on imported materials. The re-
sults were also affected by increased financing costs result-
ing from government measures to curb imports. To il-
lustrate the point, import licenses cannot be obtained un-
less the import currency is deposited for a considerable
length of time in an account which bears no interest or
which is not protected against inflation. The Group’'s share
of EDB’s loss for the year amounted to $16.1 million (1974:
profit of $6.1 million).
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Special adjustments and net income

Capital expenditure and financing

In accordance with tax regulations in Sweden and to some
extent in other Nordic countries, appropriations to in-
ventory, investment and other special reserves are de-
ductible for income tax purposes. Further details as to the
Swedish requirements in these respects are given in the
notes to the financial statements. Appropriations of this
type, which are not operating expenses, amounted to $71.3
million ($80.5 million).

After deduction of $49 million ($57.1 million) for income
taxes and $7.4 million ($3.4 million) for minority interest
net income for the year amounted to $38.6 million, as com-
pared with $44.8 million in 1974.

If the Group’s reported net income of $38.6 million ($44.8
million) is increased on the one hand by the appropriations
mentioned above and reduced on the other hand by the
income taxes that would have been paid if the special ad-
justments had not been made, adjusted net income of the
Group in 1975 would have amounted to $70.5 million ($73.9
million), equivalent to $4.58 ($4.80) per share on the
15,380,117 shares outstanding. In the computation of ad-
justed net income per share the result for the year has been
adjusted for the effect of exchange differences aggregating
$116,000 ($16.4 million) that were taken directly against
the reserve for receivables.

Computerized testing of printed circuits at the Ericsson plant in
Ostersund, Sweden.

In 1975 the Group invested $149.3 million ($114 million) in
fixed assets (property, plant and equipment). Investments
in Sweden totaled $60.3 million ($47.4 million) largely for
extensions to the Parent Company’s regional plants and
for the erection of new factories and offices for Svenska
Radio AB and AB Rifa. Within the foreign segment of the
Group, where fixed investment amounted to $89 million
($66.6 million), major investments were made in the sub-
sidiaries in Brazil, France, Italy and Spain.

Inventories (after deduction of advance and progress pay-
ments) rose by $157 million. The increase, which was lower
than in 1974, should be seen in the light of continuing infla-
tion and the growing volumes of deliveries, but it imposes a
strain on the Group’s working capital,

Internally generated cash flow, i.e. reported net income
after adding back depreciation and special adjustments (in-
cluding provision for pensions and similar purposes), less
the dividend distributed during the year, was somewhat
higher than the year before.

During the year the Parent Company floated an issue of
Swedish bonds amounting to S.kr. 100 million ($22.7 mil-
lion) and raised two loans on the Swiss capital market, one
amounting to Sfcs 40 million ($15.3 million) and the other to
Sfcs 50 million ($19.1 million).




Changes within the Group

With acquisition of the minority interest in LM Ericsson
Pty. Ltd. (EPA) in Australia, EPA became a wholly owned
subsidiary.

A further 10 % of the shares in Teleindustria Ericsson S.A.
in Mexico was sold to Mexican interests, which increased
the minority’s holding to 40 %.

In Iran, Simco Ericsson Ltd. was formed in partnership
with local interests. The new company, in which the Group
owns 40 % of the shares, is erecting a cable factory for the
manufacture of power cable and installation wire.

The capital stocks of other subsidiary companies were in-
creased during the year through stock dividends and new
issues, as indicated in the following table, without affecting
the Group’s percentage holdings in the respective com-
panies.

Par value Increase Par value
of holding during of holding
31/12(74 1975 3112175

(inthousands)

Sweden
AB Rifa S.Kr. 35,000 15,000 50,000
Sieverts Kabelverk AB S.Kr. 108,000 32,000 140,000

Europe (excluding Sweden)

Oy LM Ericsson Ab Fmk 18,375 6,625 25,000
Rifa S.A. FF 7.000 4.000 11,000
LM Ericsson Ltd. £ 180 100 280
Latin America
Cia Ericsson S.A.C. 1L Arg.Pes. 6.463 3.537 10,000
Industrias Eléctricas de

Quilmes S. A, Arg.Pes. 29.046 8,714 37.760
Ericsson do Brasil Comércio

e Industria S.A. Cruz. 149,440 99.626 249,066
Teléfonos Ericsson S.A. Sucer. 2,730 4.270 7.000
Latinoamericana de Cables

S.A.de C.V. Mex. Pes. 31.625 3,795 35,420
Teleindustria Ericsson S.A. Mex.Pes. 79,380 11.907 78.246%
Immobiliaria Securitas

S.A.de C.V. Mex. Pes. 2,100 22,400 21.000*
Australia
LM Ericsson Pty. Lid. AS 4,360 1.000 T.000**

* after sale of par value 16,541 Mex. Pes.,
** after acquisition of par value 1,640 AS.

Outlook for 1976

Because of the continuing recession and restraints on capi-
tal expenditure, the rate of investment in telecommunica-
tions in a significant number of countries is not expected to
increase during 1976. The same can be said as regards in-
vestment in telecommunications equipment by the private
sector.

Despite this situation, order bookings are expected to be
around 10 percent higher than the level that was achieved in
1975.

The current order backlog together with the anticipated
level of orders to be forthcoming should result in increased
sales of some 20 percent.

The likely development in raw materials and component
costs in 1976 is difficult to determine because of the differ-
ent economic trends in different countries. The costs of
production at Group factories will be variously affected by

the extent to which capacity is utilized, which may vary
considerably from country to country and for different
products.

In view of these uncertainties and the general conditions
which characterize the present business outlook, it is not
meaningful at the present time to attempt to predict the
results for 1976.

The special difficulties referred to earlier that affected
Ericsson do Brasil's operations are expected to be succes-
sively resolved during the year through steps already
taken. An important part of these measures is aimed at
raising the volume of deliveries from the Brazilian factories
so as to reduce the need for imports.

PARENT COMPANY

Total Parent Company revenues in 1975 amounted to
$778.8 million, compared with $663.1 million in 1974, Re-
venues from sales of goods and services amounted to
$736.1 million ($615.2 million), of which $615.1 million
($494.1 million) or 84 (80) percent represented shipments to
export markets. Revenues from other sources amounted to
$42.7 million ($47.9 million) as shown below:

($ Millions) 1975 1974
Dividends $12.4 $11.4
Interest income 26.8 31.3
Other revenue 3.5 52

Total $42.7 $47.9

During the year $1.1 million ($1.1 million) was capitalized
as “Investment in Technical Development Projects”,
which covers part of the development costs for long-term
projects.

Depreciation of property, plant and equipment amounted
to $18.9 million ($15.3 million). In addition, acquisitions
made during the year of $5.9 million ($5.4 million) were
wholly written off by charges against the investment re-
serve. $5.9 million ($27.5 million) was appropriated to the
reserve for receivables and investments outside Sweden.

An amount of $37.3 million ($19.2 million) has been trans-
ferred to the general inventory reserve.

An appropriation of $29.5 million ($6.8 million) has been
made to the reserve for future investments. Allocations to
the special reserve for future investments and to en-
vironmental improvements reserve, which were mandat-
ory for 1974 and were then made in amounts totaling $26.1
million, were not required to be made in 1975.

The remaining amount of $11.4 million ($10.2 million) has
been released from prior years’ appropriations to the re-
serve for investment in inventory.

After the above special adjustments and provision for in-
come taxes totaling $19.1 million ($21.1 million), the Parent
Company reported a net income of $27.8 million for 1975
compared with $28.9 million for 1974.

Reference should be made to the accompanying income
statements and balance sheets of the Group and the Parent
Company which, together with the notes and supplementa-
ry information on pages 28—30, constitute an integral part
of the Annual Report.
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Proposed stock dividend, new issue and disposition of the unappropriated earnings of the Parent Company

In the opinion of the Board of Directors, it is desirable to strengthen and consolidate the Company’s net worth in
order to finance the expansion of operations and to achieve a better relationship between stockholders’ equity,
total assets and total liabilities. The Board therefore proposes that the present capital stock of the Company,
$174,774,000, represented by shares registered as fully paid, be increased partly through the issuance of a stock
dividend and partly through a new issue.
It is proposed that the capital stock be increased through a stock dividend of $43,694,000 through the issuance of
3,845,029 Series B shares whereby stockholders will receive one new share for every four of the Series A and/or
Series B shares presently held. This increase of the capital stock will be accomplished by the revaluation of fixed
assets and investments and by appropriating retained earnings as follows:
a) Revaluation of land and buildings to tax assess-
ment values ...........oviriiiiiniin, $31,364,000
b) Revaluing the shares held in the Swedish subsid-
iaries AB Aulis, Fastighets AB Radmannen,
Sieverts Kabelverk AB and Svenska Radio AB

toparvalue........... ... i 11,158,000
¢) Transfer from unappropriated earnings........... 1,172,000
$43,694,000

It is proposed to effect the new issue of shares so that the capital stock, in addition to the stock dividend referred
toabove, be further increased by $29,129,000 through the issuance of 2,563,352 Series B shares at S.Kr. 75.00 per
share, whereby stockholders will receive first option to subscribe for the new shares in the ratio of one new share
for every six of the Series A and/or Series B shares presently held. The premium of S.Kr. 25.00 per share will be
taken to the legal reserve.
The new shares carry dividend rights as from the 1976 financial year. The stamp tax on the new shares will be
paid by the Company. .
The Board further proposes that it is appropriate for the Company to adopt simplified sharehandling procedures
as recommended by law.
After the transfer of unappropriated earnings to capital stock as proposed above, the sum available for disposi-
tion by the stockholders at the Annual General Meeting totals $59,746,000, which includes a general reserve of
$22,125,000.
The Board proposes that the above amount be appropriated as follows:
To the stockholders, a dividend of S.Kr. 6.25 per
share (against coupon No. 49) together with a bonus
of S.Kr. 1.00 per share in recognition of the Com- ,

pany’s 100th anniversary ................oouuun.. $25,342,000
To be transferred to the legal reserve............... 12,273,000
To be.carried forward .o s i sy s 22,131,000
$59,746,000

If the above proposals relating to stock dividend, new issue and disposition of unappropriated earnings are
accepted, the stockholders’ equity as shown in the balance sheet will be as follows:

Capital StoCK .. ..ot e $247,597,000
Legal reServe .. ...t it ittt 61,905,000
Special legal reserve e sipnnnes povsenai i o 47,341,000
Unappropriated earnings including general reserve. .. 22,131,000

$378,974,000

The Director responsible for the Transmission Division, Sten Engstrom, left us after an illness that he bore with
indomitable courage.

He devoted his whole career to the Company and to the work of the division of which he became its most eminent
representative. Under his leadership the division’s products won a prominent position in world markets and the
division gained international renown through technical achievements of a high order.

Sten Engstrom was a genuine person who through his sound judgment, warmth and sense of humor won many
friends at home and abroad.

The Board of Directors expresses its gratitude for his achievements.

Stockhdlm in March, 1976

MARCUS WALLENBERG
ERIK BOHEMAN
HENNING AUGUSTSSON LARS-OLOF EKEBERG WERNER SUNDELL
WILHELM SODERMAN JAN WALLANDER RAGNAR WOXEN

BJORN LUNDVALL
President



TELEFONAKTIEBOLAGET LM ERICSSON

Consolidated Income Statement AND SUBSIDIARY COMPANIES
1975 1974

INetiSales ot a s S s e o S L e e s $1.,645,375,000 $1,360,815,000
Share in earnings less losses of unconsolidated subsidiaries and associated companies.......... 13,304,000 14,642,000
ANt TSt ICOMIE s L o o I i e L e et T o ML Co . O N U L s 42,024,000 40,979,000
OTNCT TEVETIUE ot e s o o e b e s st S L s e e i o e 16,410,000 8.067.000
1,717.113,000 1.424,503,000

Costof prodicts and SerViCes SOM i s s s i e s o oo 2 e e A e 945,543,000 763,328,000
Selling, administrative, research and development eXpenses ..........c.coveeverenreneeennnns 457,881,000 372,520,000
e preciaton (T OLE S ) e oI Sl o SSRGS L PP L) RS SR S N 59,773,000 51,575,000
INTETEST EXPENSE vvmion ot sl e o e bl B B e b e el Sl i 87.693.000 51,215,000
Income before special adjustments and taxes 166,223,000 185,865,000

Special adjustments (Note 4)

Transfer to special reserve for accounts receivable and investments outside Sweden, net .. ... 7.133,000 30,208,000
Transier (0 S peCial Ny e O Y L STV e s Tt a o Wil e e miicacsiel fa e [ed e 38.173.000 20,914,000
Iransferto reserve for ture Ve menlS o e e 38,255,000 8,111,000
Transfer to reserve for environmental iMProvements .. ........cuueveeraneeeerennnnenenn — 18,009,000
Transfer to special reserve for future INvestmMentS . .. ... ..ot terneennenannnnnn - 13.472.000
Transfer from reserve for investmentin IMVENTOTY .ot is i s i e eieiaieis et aiets wls s aiatehie o (11,995,000) (10,227.000)
Environmental improvements expense charged against the reserve ........................ (257,000) -
71.309,000 80,487,000

Income beforetaxes ..............oc.on... 94,914,000 105,378,000

B B 0 ) 1L e T e e Lo 48,970,000 57.091,000
45,944 000 48,287.000

| ITe T e e R R D e R T 7,352,000 3,449,000
INECINCOME &=l e b s $ 38,592,000 § 44,838,000

The notes on pages 28 and 29 are an integral part of the Consolidated Income Statement.

The United States dollar amounts shown in the above rep ttr lati from
Swedish kronor at the parity h rate at D ber 31, 1975 of S.Kr. 4.40 to $1.00.
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TELEFONAKTIEBOLAGET LM ERICSSON
AND SUBSIDIARY COMPANIES

Consolidated Balance Sheet

December 31
ASSETS 1975 1974
CURRENT ASSETS
(BT (B B e R R e e Ot R R s e R A $ 246,784,000 S 219.800.000
Notes and accounts receivable—trade (less provision for doubtful ac-
counts; 1975 $4.693.000; 197485, 120,000) . i noee vdae b Gl 669.622.000 527,545,000
Inventories (less advance and progress payments, 1975: $167.452,000;
JO7ESSIZTAIST000), (Note 2) i . ¢ irghasiams Lt Sngit €105 hspel T Cliky DRl 824,425,000 667.435.000
Othercurrent assets vt s smnn Bl e bt % 130.669,000 113.652.000
1.871.500,000 1.528.432.000
LONG-TERM ASSETS
CGashion timeidepasit (INOtE A i it i bt e e s et e s e e 30.991.000 17.364.000
Notes and accountsTeceivable—trade v oo oinssioti, s san i ik 155,208.000 145.040,000
Otherlong-termassets s o ou s W= 7 orainn- sipses S . WG e e 20,774,000 18.573.000
206.,973.000 180,977,000
INVESTMENTS IN SUBSIDIARY AND
ASSOCIATED COMPANIES
I e D e S e s e e o e M e 94,796,000 81.151.000
AccountsiteceIvables xR e e e 16,790,000 20.356.000
111,586,000 101,507.000
INVESTMENT IN TECHNICAL DEVELOPMENT PROJECTS ........iiitiiiiiiiiiiiineaanannnn 3,273,000 3.091.000
PROPERTY, PLANT AND EQUIPMENT (Note 3)
EOSt T op s e R e e S ey e e e e e e 767.886,000 644.006.000
Less—Accumulated depreciation .......ccoveveiiniinieeennennnnnaeens 390.447,000 336.859.000
377.439.,000 307,147,000
RevaluatioNsnet . oo ho o v b o o s st st oFare st e e 36,566,000 43.250.000
414,005,000 350.397.000
1975 1974
ASSETS PLEDGED TO SECURE INDEBTEDNESS . .......... $400,408,000 $260.988.000
TOTAL ASSETS  $2.607.337.000 $2.164.,404.000

The notes on pages 28 and 29 are an integral part of the Consolidated Balance Sheet.
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December 31

LIABILITIES AND STOCKHOLDERS’ EQUITY 1975 1974
CURRENT LIABILITIES
Bank loansssrtrwe i e - o - e TN AL el R et - SRR $ 206,963,000 $ 123,969,000
Accountsipayable —trade st ia i, SR R S i e e 106,222,000 109,401,000
Advances o) CUSIOMErS M s b e i o Ul ae e ey i 249,854,000 247,658,000
Accruediineome andiother taXesyts v b Al oo, = 2 T ol e e L 59,933,000 66,008,000
@thericurrenEhabilitics =l SEoei S o Se oo I E S E s S S SO i 254,968,000 202,300,000
877,940,000 749,336,000
LONG-TERM DEBT
Debentures (net of unrealized exchange differences, 1975: $12,302,000;
FO7£:5:89°268:000) (Notes yand 6) - s wr S I sl s et ta s ATk vl 285,811,000 207,198,000
Otherlong-termiabilities it e Sl S e Bl el 338,332,000 207,767,000
624,143,000 414,965,000
PENSION AND ' SIMIEAR PROVISIONS #5601 T el Lo fes b I e it I v e e or S 149,942,000 125,231,000
SPECIAL RESERVES (Note 4)
Special reserve for accounts receivable and investments outside Sweden 120,674,000 113,642,000
SpeEcial inyentory re e rVEsE i L g e B e Bt 168,503,000 130,317,000
Reserve forfuure myestments . o s o S s 59,974,000 31,386,000
Reserve for environmental improvements .. ..........c.ooeeuuinnnananns 17,626,000 18,009,000
Specialteserve forfiuture Investments it i e o il Sl 13,160,000 13,472,000
Reserve forinvestmentianinventony i i veliiia i s nn., = 11,995,000
379,937,000 318,821,000
MINGRITY INTEREST IN.STOCKHOEDERS EQUITY: b5 oo e e e el b e 93,253,000 91,548,000
STOCKHOLDERS’ EQUITY
ECapital stocki(INote Tk e v SOl Re S SN el e i s 174,774,000 174,774,000
Reserves nofavailable for diStribution tar mlsts andl e cRa Bl So il 2o s 159,731,000 143,757,000
Unappropriated:.earnings (see page 22) .o o i sl i L s 147,617,000 145,972,000
482,122,000 464.,503.000
1975 1974
CONTINGENT:LIABILITIES - - it i e b e o e T $48.,380,000 $49.012.000
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $2.,607,337.000 $2.164,404,000

The United States dollar amounts shown in the above statement represent translations from
ber 31, 1975 of S.Kr. 4.40 to $1.00.

Swedish kronor at the parity rate at D
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Changes in Stockholders’ Equity

Reserves not

Capital available for Unappropri-
CONSOLIDATED stock distribution ated earnings Total
Balance at January 1. 1975 ......... $174.774,000 $143,757.000 $145,972.000 $464.503.000
Transfer to reserves not available for
distribution and stock dividends . .. 15.974.000 (15.974.,000)
Cash dividend declared by the Par-
ent Company ................... (20.973.000) (20,973.000)
Net income for 1975 ............... 38.592.000 38.592.000
Balance at December 31, 1975 ...... $174.774.000 $159.731.000 $147.617.,000 $482,122,000
The Boards of Directors of the respective companies have proposed that $20.5 million of the above balance be appropriated
in 1976 to reserves not available for distribution.
In evaluating the consolidated financial position. it should be noted that:
(1) Unappropriated earnings in certain foreign subsidiaries will become subject to Swedish taxes if and when such earnings
are transferred to the Parent Company. and,
(2) In certain countries currency restrictions apply to transfer of dividends.
Reserves not
Capital available for Unappropri-
PARENT COMPANY stock distribution  ated earnings* Total
Balance at January 1, 1975 ......... $174,774.,000 $74.091.000 $62.432.000 $311.297.000
Transfer to the special legal reserve . 8.318,000 (8.318.000)
Eash dividend i (20.973.000) (20.973.000)
Net incomedor 19755 oty nh 27,777,000 27.777.000
Balance at December 31, 1975 ...... $174.774.000 $82.,409.000 $60.918,000 $318.101.000
* including a general reserve of $22,125,000
Source and Application of Funds—Consolidated
SOURCE OF FUNDS 1975 1974
Net income (including minority interest) .. ........cooviiiuiininin .. $ 45,944,000 $ 48.287.000
DEPreCIatION . ..ottt ettt e e ieeaeneenasaseanasnsasanennennnnn 59.773.000 51,575.000
Special adjustments, less exchange differences charged to reserve for
accounts receivable. (The adjustments include pension and similar
provisions, 1975: $24,711,000; 1974: $14,501,000) .............ccove.. 95,904,000 78.581,000
201,621,000 178.443.000
Sale of stock and minority subscription of new shares .................. 1,641,000 807.000
Long-term borrowings, net of amortization .................c.co oa... 209.178.000 19.463,000
T | (11 Loy 1=, 8 S R 10,001,000 (833.000)
$422.441,000 $197.880.000
APPLICATION OF FUNDS
Property. plant andiequipmentadditions . . o o $149.263.000 $114.046.000
Dividend paid (including Parent Company dividend, 1975: $20,973.000; '
O 0 S S Y e R T N R PN g 24,839,000 22.728.000
Increase in cashion time deposit & ln s an s e D 13.627.000 11.109.000
Increase in investments and receivables in unconsolidated subsidiaries
and associated COmpanies . o . ...l s 10.080,000 19.217.000
Increase in working capital (in 1975 including increase $10,168.000 and in
1974, decrease $25,946,000 in long-term receivables) ................. 224,632,000 30,780,000
$422.441,000 $197.880.000
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Parent Company Income Statement TELEFONAKTIEBOLAGET LM ERICSSON

1975 1974
N et sales e e e s Pt T R - $736.126,000 $615.160.000
Dividendsit st et Sor Rl e B G P o I el L e e e 12,372,000 11.452.,000
10 = 811 Lo v L 26.839,000 31,258,000
1=y £ o =1 LI L L e g 3,534,000 5.229.000

778.871.000 663,099,000

Cost of products and services SOId . .. ... ..ottt ettt i 419__,257,000'- 341,530,000
Selling, administrative, research and development eXpenses . ..........vucuensvesinmonneanns ' 163,001,000
Depreciation (INote 3) e s i e et S e 15.338,000
Byt A 4 o= 1T 23,726,000
Income before special adjustments and taxes 119,504,000
Special adjustments (Note 4) et

Transfer to special reserve for accounts receivable. net .. ... ..., - 5,908,000 27.542.000
Transfer t0 Special INVENTOrY FESEIVE . . .. ...t e e et e e e et e e e e e e e e e - 37.273,000 19,205,000
Transferto reserve for fOture iNVestments o nc i o v el e e L B0 29,545,000 6.818.000
Transfer to reserve for environmental IMProOVEMENTS . . .. ..vuuuor e eneeee e rnnnnennnns ' - 14,932,000
Transfer to special reserve for future investments. .......... ...ttt iiiinnineenannn. = 11,205,000
Fransfer from reésenve for InVestment in MVENTOTY & culss te s iie s e s e s s e e s s (11,364,000) (10,227.000)
Environmental improvements expense charged againstthereserve ...............oooouuu... (205.000) —
61,157.000 69,475,000

Income before taxes 46.868.000 50,029,000

e oNINCOmEl e e e e EN R S Lo 19.091,000 21,136,000

Net income $ 27.777.000 $ 28,893,000

The notes on pages 28—30 are an integral part of the Income Statement.

The United States dollar amounts shown in the above t represent lati from
Swedish kronor at the parity exchange rate at D ber 31, 1975 of S.Kr. 4.40 to $1.00.
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Parent Company Balance Sheet

TELEFONAKTIEBOLAGET LM ERICSSON

December 31

ASSETS 1975 1974
CURRENT ASSETS
Eash¥sta st b b s i el h e B e L e DAt e e T $ 138,152,000 § 148,989,000
Notes and accounts receivable —trade
SUbSIIARY i COMPATIIES. Ll s G s o s no kL DA s Sk S e 231.072.000 152,397,000
Other (less provision for doubtful accounts, 1975: $ 719,000;
JO7 S ZOE000) - 0ch s o e s e e b e e A 177,085,000 135,702,000
Inventories (less advance and progress payments, 1975: $13,078,000;
JO74 S LTE028000 ) sovdostive e e e on s s et it A b bk s oty L S 328,943,000 266,589,000
OIheR CIITeNt ASSets: =imri Moo i Pe v thddhs il it ne ity Mo Lo Lap 32.648.000 27,789,000
907,900,000 731.466.000
LONG-TERM ASSETS
Cashon fime deposit s sosrrnn s s i sai S i sl R e 20,420,000 11,239,000
Notes and accounts receivable —trade
Subsidiary companies . o d . i e r s v e e s R A 15.994.000 28.361.,000
Othery it s s b S sl s s s sl s s 108,910,000 113.840.000
818 Ty el (o) 1T £ g B k-7 k- O Bt L e S e L U0 1 1,683,000 2,150,000
147,007,000 155.590.000
INVESTMENTS IN SUBSIDIARY AND
ASSOCIATED COMPANIES
Subsidiary companies
Investmentsi(See pages26:and 27 ol e n L e L I 135.192.000 130.957,000
Accountsireceivabler [t i s senmaienat So e bt Botineh e R 23,243,000 28.047.000
Associated companies
Investmientsi(seepage 27y . i v ol R b e e 12,019,000 9,938,000
ACCOURLS TECEIVADIE .. .iiinaision iimimn s e i o e B 439,000 897,000
170,893,000 169.839.000
INVESTMENT IN TECHNICAL DEVELOPMENT PROJECTS . ......cititiiiiiiiiieiianeaennnnns 3,273,000 3,091,000

PROPERTY, PLANT AND EQUIPMENT

EOSEAMEIREN R 20 e D0 SR e R e T e AN e 254,128,000 223,125,000
Lessz Accumulated'depreciation = .: s o v o e 8 nninadilitn L 172,954,000 153,450,000
81,174,000 69.675.000
Revaluation=met s s e Senalfn, el fmec i i ie o AT s I s 30,012,000 31,789,000
111,186,000 101,464,000
1975 1974
ASSETS PLEDGED TO SECURE INDEBTEDNESS ........... $225.058.000 $168.546,000

TOTAL ASSETS  $1.340,259,000 $1.161.450.000

The notes on pages 28—30 are an integral part of the Balance Sheet.

The United States dollar amounts shown in the above

represent tr lati from

Swedish kronor at the parity hange rate at D ber 31, 1975 of S.Kr. 4.40 to $1.00.
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December 31

LIABILITIES AND STOCKHOLDERS’ EQUITY 1975 1974
CURRENT LIABILITIES
Bk loans s e st et A o Sl L M R e R e $ 13.061,000 $ 1.616.000
Accounts:payvable=trade il sho et ih BN ETIND B LT s DT 27,891,000 30,958,000
Advancesfrom CUSIOMETS .. o Be nb dal Bl S0 S0 el S ko IS L e 56,717,000 51,683.000
Accounts payable to consolidated subsidiary companies ................ 23,491,000 23,090,000
Other current iabilities = -0 o vl S ote st oo s nl il 134,305,000 122,828,000
255,465,000 230,175,000
LONG-TERM DEBT
Debentures (net of unrealized exchange differences, 1975: $12,302,000;
1971:99,268.000) (Notes: 5. and 6) «.. -t Jo T st b8 - sodoinm S0 B0k Lo 247,386,000 196,769,000
Orhierdong-term Iabilities F frnc s D d et o il Bl o L L AR a2l 106,386,000 71,686,000
353,772,000 268.455.,000
PROVISION FOR PENSIONS 0. i e b e it b arebaio atmns v ah e, s e o S e mneam Ve wsminta 81,180,000 69,811,000
SPECIAL RESERVES (Note 4)
Special reserve foraccounts Teceivable ¢ .« .. v v cd it e s v swidst fazats 104,595,000 98.802.000
Special inVentory Teserve o s e i sl uth s ne bl Sl U i ina 171,309,000 134.036.000
Reserve JoETOpre INVeStments i e Mt 11 0 o o N s e s T 30,208,000 11,373,000
Reserve for environmental improvements. .. ....c.coeeeeasennannesesas 14,727,000 14,932,000
Special reserve for future iINVEStMeNts ... ... i v iseiivaie oo vaission 10,902,000 11,205,000
Reserve for INvestment N INVENLOTY. ... .o cas vnr oo s be showdas vassais o — 11,364,000
331,741,000 281,712.000
STOCKHOLDERS’ EQUITY
Capital stk (N OLe 7Y e s e e e L e e S L 174,774,000 174,774,000
Legalreserve Al 8 ot R LA T e e e 35,068,000 35,068,000
Special-legalireserve” il i ronn b s B mriail et ng el Do Y 47,341,000 39,023,000
(yenerdl reserve e Ta Aaigiintll i a e e L e FE e N o 22,125,000 22,125.000
Unappropriated earnings (see page 22) . ... ..u fh vl htalng s sk 38,793,000 40,307,000
318,101,000 311,297,000
1975 1974
CONTINGENTLIABILITIES =\ s asa i Do $124,761,000 $115.485,000
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $1.340.259.000 $1.161.450,000

The United States dollar amounts shown in the above

Swedish kronor at the parity

ber 31, 1975 of S.Kr. 4.40 to $1.

hange rate at D

from
00.
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Investments

Stocks directly owned by Parent Company

Carrying

Consolidated Subsidiary Companies Percentage Par value value

of ownership of holding of holding
Sweden (decimals omitted) (in thousands)
1 Ericsson: Telephone Sales Corp - AB (ES S o Sl e e 100 S.Kr. 50 3 -
I LM Ericsson Telemateriel AB(LMS) - oocooui e ol cvniiisiiis it sioaaie i 100 30,000 6.795
I AR REa (RIE) o 100 50,000 11,114
I Sieverts Kabelverk AB (SKV ) .. ..o 100 140,000 24,545
I Svenska:Radio A SRAY o v e e e e Pt S R A e e e il 15,040 2,010
Ill: ‘Fastighets’ AB:RAdmannen nr L(EAR) - 2.0 oooonsoliin i siis sniiie s b i 100 7,400 114
HI & KA-fabrikens Fastighets AB (KIFEA) S0 s i sonins boii o e ool iy 100 200 115
IV S AR A uhs GATT I ol SR ) N NN vl Tl SOy 3 N R, o N Sy 100 6,000 454
IV CasaKonsult AB(CAS) ....ooiiroiiieieiaseteeanaaaaaaaaaacaasaaecaanns 100 500 113
IV LM Ericsson Instrulkctionsteknik ABUTEA) e oltiii i onmnm o nmiaiis 100 200 23
IV EM:Ernicssons:Signal AB (SIB)Y s nn s ol i iR e s s 100 150 =
IV:  Mexikanska Telefon’ AB Ericsson (MIE):. oo oo o i e i 100 32,400 7,803
V  ELLEMTEL Utvecklings AB(EUA) .....oviimtenntnnaeaaaanaaceeaaeaannas 50 5,000 1,364
Europe excluding Sweden
I Qv EM Enicsson Ab(LEME) - o s T Finland 100 Fmk 25,000 6,609
I LM Ericsson AISHLMDI) . .o . e s s s mlaimaie s oimeimaistaisia s s a4 s s Denmark 100 D.Kr. 40,000 6,105
I Dansk Signal Industri A/S (DSI) . ..oinnrneriiiiei i iiieieeeiaanann Denmark 100 D.Kr. 10,000 1,685
I Encsson Centrum GmbH(GEH) - -0 ol il e e Germany 100 DM 4,000 1,376
1 Swedish Enicsson Rentals Etd- (CRE) .ot s oo oo United Kingdom 100 £ 20 51
I EMEncsson Etd:(EMI): . oo e e Ireland 100 s 280 288
I Ericsson Telefoonmaatschappij bv (ETM)  ..........ccouen... The Netherlands 100 Fl. 10,000 2,912
I Société Francaise des Téléphones Ericsson(STE) ...................... France 51 FE 32,994 17,185
I RIFAS A (REFR) L. o e e e e France 100 FF 11.000 2358
I EricssomsAG{EAS) codsio il s e e el s Switzerland 100 S.Fcs 1,500 428
I Industrias de Telecomunicacién S.A. (Intelsa) (ITS) .........ccvvvninnnn.. Spain 50* Ptas 400,000 6.517
I M S s On S A L S ) A e i e ey e Spain 100 Ptas 75,000 1.438
I Soc: Enxcsson de Portugal, Todat (SEP)Y . s, f o e Portugal 100 Esc. 15,000 284
IV  Production Control (Ericsson) Ltd. (PCE) .............c.c.tn. United Kingdom 100 £ 1 -
Vi “Swedish PricssonCoLtd (SER ) . o0 0 United Kingdom 100 i 792 2,598
BN S EME R SO per A S N e Ly i e Italy 51 It.L 4,400,056 6,402
Y BIme, S A M s e e e Luxembourg 100 B.Fcs. 50 =
IV  Deutsche Ericsson GmbH Telematerial (EVG) ........covuivvevenenn. Germany 100 DM 20 -
U.S.A. and Canada
I LM Ericsson Telecommunications Inc. (LMU) .................. United States 100 US$ 400 310
1 LM Ericsson Limited — LM Ericsson Limitée (LMC).................. Canada 100 Can.$ No par value 560
IV The Ericsson Eorporation (EE ) e United States 100 US$S No par value 6
Latin America
I Latinoamericana de Cables S.A.de C.V.(LCM) ...........ccicuien.n.. Mexico 58 Mex.P. 35,419 2.880
I Telefonos Exicsson SIA- CEEM) o coon bl nana s s s Mexico 100 Mex.P. 8,000 581
| Teleindustria Ericsson; SCAL(FIM): i oot d s nlis tosiea ol Mexico 60 Mex.P. 78,246 5,938
I Telequipos. S A IE P s e e s e AT Panama 100 USs 10 12
I CiaAnonima Brcsson (CE N o L Venezuela 100 Bol. 10,000 2,302
I Ericssonide Colombia s A B ) e L et Colombia 74* ColP: 6,869 634
I Fabricas Colombianas de Materiales Eléctricos Facomec S.A.(FAC) ... Colombia S5F Col.P. 1,621 99
I Telefonos Encssen GrACCIER) e iar oo o s Ecuador 100 Sucres 7.000 195
I Eix Encsson S A-{(GER) N NN §10 0 S YR i s Sl For o e L Peru 100 Soles 2,178 86
I Ericsson do Brasil Comércio e IndistriaS.A.(EDB) ..........ccoovvunn.. Brazil 74 Cruz. 249,066 1,538
I Gia'Encssonde Chile S. A{CEC) 0. ho s o i, Bl e Chile 100 Chil.P. 1 111
1 Cia Enicsson'S; A (CEL): s oe ivasit i iie s o S Uruguay 100 Ur.P. 50 257
I Eia EncssonSEA Gl (GEA) S e STt Argentina 100 Arg.P. 10,000 588
I Industrias Eléctricas de Quilmes S.A. (IEQ) .........cciiiieeoo... Argentina 100 Arg.P. 37,760 1,533
J1I % Inmobiliaria Parque Via SEA TP M) 8 s i e Mexico 100 Mex.P. 2,500 235
IV -Inmobiliana Coapa S:A(MEMY: . oo nn e sl s e e s Mexico 100 Mex.P. 1,000 142
IV Emprésa Sul Americana de Telefones S.A.(EST) .....covveiinninnoaans Brazil 100 Cruz. 2 -
I M e tron: S A de N N SV e Mexico 100 Mex.P. 1,000 330
IVic Telenic Sales Corparation S Py Panama 100 USs No par value 1
IV vddléfonosiEridsson GIA GEEN) S st e Venezuela 100 Bol. 700 176

* Through holdings in subsidiaries. the Group owns 51% of ITS, 43% of EBN, 42% of SEB, 80% of STA, 40% of SME and 100%
of EDC and FAC.

26



Carrying

Percentage Par value value
of ownership of holding of holding
Other Countries (decimals omitted) (in thousands)
1 Société Algérienne des Téléphones Ericsson (STA) .................u0 Algeria 60* Alg.Din. 12 $ -
I Ericsson (Zambia), Ltd. (EZZ) .......ciciiinieneennenncsacnroansnnns Zambia 100 Kwacha 150 245
I Ericsson India ltd (BLE) s v o e e et et v e = et India 60 Rup. 740 114
I Telecommunication Manufacturers (Malaysia) SDN BHD (TMK) ..... Malaysia 100 M$ 3.000 1,240
EV:" Ericsson Lalipon SN BHB(ETK) 0 0 sty Malaysia 100 M$ 150 58
Total consolidated subsidiary companies $130,847
Unconsolidated Subsidiary Companies
I Cia Argentina de Teléfonos S.A. (CAT) .....c.ccoiiiiiiiniinansaes Argentina 78 Arg.P. 26,333 $ 2418
IIT. 'CGia Eptrerriana de Teléfonos S A (CEL) i oo il ooy Argentina 86 Arg.P. 8.586 1,927
Total unconsolidated subsidiary companies $ 47345
Total subsidiary companies $135,192
Associated Companies
1 GN T AT EOM ARG A S (N L) e o oot Denmark 49 D.Kr. 20,090 $ 476
I Fios e Cabos Plasticos do Brasil S.A. (Ficap) (FCB) .. .. ................. Brazil 45 Cruz. 54,521 5,524
I Sielte S.A. Instalagdes Elétricas e Telefonicas (SEB) .................... Brazil J= Cruz. 175 31
I AlS Elektrisk Bureatt (EBIN) oo e Norway 35% N.Kr. 13,206 2,930
I Société Marocaine des Téléphones et Télécommunications
ESOTELECE(SME) s o i s i e Sy Morocco 20% Dirham 88 30
I Simco Encsson Ltd (SE ) o i e o Iran 40 Rial 56,000 808
IV  Thorn-Ericsson Telecommunications Ltd. (TEL) .............. United Kingdom 49 £ 980 2,220
Total associated companies $ 12,019
Other Companies
See specification onpage 30 st st e L T e Total other companies $1,249

Stocks indirectly owned by Parent Company
(Minor items omitted)

Consolidated Subsidiary Companies

I Kabmati AB (JCAR) -~ ot s s s s Sweden 100 S.Kr. 3,000
I Thorsman- & CoAB(MCEN) o o sn il e e Sweden 100 S.Kr. 9.500
I AB Transyvertex (RO e E R e e e e Sweden 100 S.Kr. 105
I Ftablissements Ferrer-Auran S.A. (FAF) . ... ... .. i, France 49 FE 3732
I FATME Sociper Az (FAT) toiccui it i al v Italy 51 It.L 5,128,270
1 SIELTE Sociper Az (SEL) - e s e Italy 51 It.L 2,564,135
I Société Libanaise des Téléphones Ericsson (STL) .................... Lebanon 100 L£ 50
I LMErcsson Pty. Ltd. (EPA) . .. ..o oot ittt iieeieiiaes Australia 100 A$ 7,000
I AF.E Capacitors Py Ltd: (AEEY. .o o cidennn osie s e s s Australia 100 A% 1.800
I Telemontaje SoATde GV CIMM) Mexico 60 Mex.P 3,900
1} Inmobiliaria Secoritas S A de GV (ISM) L T, Mexico 60 Mex.P 21.000
IV S Yeleric Pty Etd i GEIEAY S e A A S Australia 100 AS 1,996

Associated Companies

1 BiurhagensiFabrkers AR BEA) - e Sweden 50 S.Kr. 7.500
I Bofa Kabel AB(BOE) - i s e e e e s Sweden 50 S.Kr. 5,000
I Kabeldon AR (KA ) e e N Sweden 50 S.Kr. 2,500
I AR Norrkopings Kabelfabnk (NKE) . Sweden 50 S.Kr. 750
I AR Elekirokoppar (EK S )i s e Sweden 25 S.Kr. 3,750
I Svenska Elgrossist AB, SELGA (SEG) .......... o pan Sweden 34 S.Kr. 12,818
1 AlS Norsk Kabelfabnk (INKID) i e oot e e Norway 43 NMN.KTr. 6.919
I R R L R Ty (e NI e fe i S e f o b S Ae R B O E TS eSS o oD Norway 43 N.Kr. 2,594
1 Thorn-Ericsson Telecommunications (Sales) Ltd. (SEE) ........ United Kingdom 49 £ 294
I Thorn-Ericsson Telecommunications (Mfg.) Ltd. (TME) ....... United Kingdom 49 -3 245
I Gonqueror:(ables Py td (CEA) DL oot sl iR s o i Australia 40 AS 3,000
V  Société Lannionnaise d Electronique SLE-CITEREL (SLE)............. France 17 FF 2,021

KEY TO FUNCTIONS OF COMPANIES

I Manufacturing and distributing companies IV Holding and other non-operating companies
II Telephone operating companies V Development companies

II1 Real estate companies
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Notes to the financial statements

Note 1

The consolidated financial statements include the accounts of the
Parent Company and all subsidiaries with the exception of the
telephone operating companies in Argentina. Because of the na-
ture of their operations, these companies are included in the ac-
counts in accordance with the principles applied in reporting the
equity in earnings of associated companies.

In the translation of the accounts of foreign subsidiaries, proper-
ty. plant and equipment—and depreciation thereon—have been
recorded at exchange rates at date of acquisition. Other assets and
liabilities have been translated at year-end exchange rates, except
for the inventories of the Brazilian subsidiary and that company’s
advances from customers, which have been translated at histori-
cal rates. Because of the heavy devaluation of the Argentine peso,
the inventories held by cable and sales companies in Argentina
have also been translated at historical rates.

Note 2

Inventories are generally valued at standard cost, which approx-
imates cost on a*“first-in, first-out” basis, not in excess of market.
Profits from intra-Group sales which have not been realized at
year-end through sales to customers outside the Group have been
eliminated in their entirety in valuing inventories, even in the case
of those companies with minority interests.
Profits on large contracts are recorded in accordance with the
“percentage of completion” method. If costs remaining on such
contracts are estimated to exceed remaining revenues, provisions
for estimated losses are established.

Note 3

The Parent Company and its Swedish subsidiaries generally de-
preciate buildings at a rate of 2 to 4 percent on historical cost and
machinery and equipment at 20 % on historical cost or 30 % of
book value. In addition, nonrecurring write-downs are made
against investment reserves. Subsidiary companies outside Swe-
den follow depreciation methods adapted to local practices.
Revaluations of property, plant and equipment occurred in con-
nection with stock dividends declared by the Parent Company
and Sieverts Kabelverk AB. To the extent that they relate to
buildings, the revaluations—which do not exceed the tax assess-
ment values—are depreciated at a rate of 5 % per annum.
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Property. plant and equipment at December 31, 1975 comprised:

Cost  Revaluation

Land.icncans rrmeh R iy $ 30,774,000 § 8,467,000
Buildingsi.s satesh s ne e Mg e 248,471,000 44.348.000
Machinery and equipment ...... 435,561,000 =
714,806,000 52.815,000

Construction in process......... 53,080,000 =
767.886.,000 52,815,000

Less accumulated depreciation .. 390,447,000 16,249,000
Net bookvalue &5, raey S s & $377.439,000  $36,566,000

Note 4

The following provides additional information about the “Special
reserves” shown in the financial statements.

The reserve for accounts receivable and investments outside
Sweden consists mainly of write-downs of Parent Company re-

ceivables which are tax-deductible in Sweden. Amounts recov-
ered are subject to tax at the rate prevailing when collection is
made. The 1976 rate is estimated at 55 %.

In accordance with Swedish tax regulations, appropriations to
inventory reserves are deductible for tax purposes within
specified limits. In principle. the inventory reserve may amount
to 60 % of the inventory value based on the “first-in, first-out”
method. That portion of the inventory reserve which s liquidated,
as in the case of an inventory reduction, will become taxable.

In accordance with a special regulation Swedish companies are
permitted to set aside a certain portion of their pre-tax earnings to
a fund—more familiarly known as the future investments re-
serve—for the purpose of equalizing fluctuations in business con-
ditions. The appropriations to this reserve is deductible for tax
purposes and 46 % of the amount set aside must be deposited on a
non-interest-bearing account with the Bank of Sweden. On ob-
taining permission from the authorities to utilize the investment
fund the proportionate amount placed on deposit may be with-
drawn. When the approved investments in fixed assets (buildings,
machinery etc.) have been completed, the cost of such assets, to
the extent that this may be covered by the approved use of the
reserve for future investments, is written down completely by
transferring a similar amount from the reserve to accumulated
depreciation. As aresult, taxable income is increased by a similar
amount during the normal depreciation period because no further
depreciation is required in respect of such assets.

In 1974, regulations requiring compulsory appropriations to a re-
serve for environmental improvements and a special reserve for
future investments were adopted in Sweden. The appropriations
were based on a certain percentage of income before tax.

Amounts equal to the total appropriations were deposited on
non-interest-bearing accounts with the Bank of Sweden. Condi-
tions relating to the utilization of these reserves and withdrawals
of funds deposited with the Bank are largely the same as those
applying to the older voluntary reserves described above. How-
ever, employee approva] must be obtained for the use of the re-
serve for environmental improvements. In the case of the special
investment reserve, the opinions of the employees must be
obtained.



Under a special regulation which permits deductions for income
tax purposes of amounts corresponding to capital gains from the
disposal of operating properties. SKV allocated $3.2 million to a
replacement reserve, which may be used in the future to cover
nonrecurring write-downs of newly-acquired property. This
appropriation is included in the financial statements together with
the investment reserves.

During the year $10 million was withdrawn from the reserve for
future investments and the special investment reserve to effect
nonrecurring write-downs of fixed assets acquired in 1975. A
withdrawal of $125.000 was made from the reserves for en-
vironmental improvements for similar purposes: in addition
$257.000 was utilized to cover the cost of environmental im-
provements of a non-capital nature.

Note 5
($ thousands) 1975 1974
Realized exchange (gains) and losses ....... $ (428) $ 7.866
Unrealized exchange losses of

subsidiaries (a) v e i s it 17.490 9.126

Translation differences(b) ................ ST T2 2,019
$17.639 $29,011

Total exchange losses charged to operations

(a) As in previous years accounts receivable and payable in cur-
rencies other than the local currency of subsidiaries at year-end
irrespective of when they fall due, have been translated at year-
end exchange rates.

(b) Exchange differences which arise on translating the balance
sheets of foreign subsidiaries from local currency into Swedish
kronor. These differences, which have the character of unrealized
profits or losses, were lower than in 1974, one reason being a
favorable movement of the local currency in relation to the krona
in some of the major foreign subsidiaries. Because of their nature,
unrealized losses of this type are not deductible for tax purposes.

The Parent Company’s foreign currency receivables, the greater
part of which is in US dollars, which fall due for payment in 1976
have been translated at year-end exchange rates while those fal-
ling due for payment in 1977 and later years have been translated
at historical rates as in earlier years. The US dollar receivables
and cash balances of the Parent Company included in the consoli-
dated accounts with due dates ranging from 1976 to 1984,
amounted to $208.4 million and are stated at S.Kr. 926.6 million.

The loans of the Parent Company in foreign currencies which fall
due for payment in 1976 have been valued at year-end exchange
rates. As regards those loans which fall due in 1977 and later
years, an amortization plan has been drawn up for the preparation
of the financial statements to account for unrealized exchange
differences based on year-end exchange rates and maturities of
the various loans. The loans are stated at year-end exchange rates
less the unamortized portion of the exchange differences as com-
puted under the plan. The plan will be revised in the preparation of
accounts in the future for the effects of subsequent movements in
exchange rates in the currencies in which the loans have been
raised.

The net unrealized exchange difference of the Parent Company
computed as above, $116,000, has been charged to the special
reserve for accounts receivable.

Note 6

Debentures
PARENT COMPANY
4'/2 % Debentures of 1944, due 1977 to 1978,
SUCDR2AS 00 000 v WS ey Wi ) $ 568.000
31/2 % Debentures of 1950, due July 1. 1980,
SEICY R334 QOO s TR e 3,033,000
41/ % Debentures of 1959, due in 1977, Swiss
Brancs 51000000 i sedon B idm 1,909.000
6'/2 % Debentures of 1966, due 1977 to 1986,
[0S 5.1 27000 00050 iR iar wenes nektem S 12,000,000
6!/2 % Debentures of 1968, due 1977 to 1988,
SUKTRSS S50 000F TR e Toh Ll 12,625,000
51/2 % Debentures of 1968, due 1977 to 1983,
Swiss Francs 35,000;000% . s v 13,364.000
91/4 % Debentures of 1970, due 1977 to 1985,
LIS $ 235700000 B Eriis T s s 23,700,000
7'/2 % Debentures of 1971, due 1977 to 1991,
SEK 64 95000005, W LN dprs b A ey 14,761,000
7'/s % Debentures of 1972, due 1977 to 1992,
SLETHOTOSU 000k 298 pa o S8 S s - 15.239,000
6%  Debentures of 1972, due March 15, 1977,
Swiss Francs 100,000,000............. 38.182.000
6%/4 % Debentures of 1972, due 1978 to 1987,
BN 000000005 e it b vl ot o 38,182,000
6%  Debentures of 1973, due 1984 to 1988,
Swiss Francs 80,000,000.............. 30.545.000
91/4 % Debentures of 1975, due 1977 to 1990,
SAKER9A 350, 000 s e e 21,216,000
8!/2 % Debentures of 1975, due 1977 to 1990,
Swiss Francs 40,000,000.............. 15,273,000
8!/t % Debentures of 1975. due May 28, 1980,
Swiss Francs 50,000,000 5 5o isin v 19.091.000
259.688.000
Less: Unrealized exchange differences to be
amortized in future years ............. 12,302,000
$247.386.000
SUBSIDIARY COMPANY
Société Francaise des Téléphones Ericsson
Debentures in French Francs with due dates
from 1977 to 1991 and with interest rates of
between 7i% and 11H10:i% cootiaitui v e 38.425.000
Total  $285.811.000

Instalments due in 1976 on the above debentures are included
under current liabilities, net of debentures held in the treasury.

Note 7

Capital stock of the Parent Company

2,485,677 Class Ashares................... $ 28,246,000
12.894 440:Class B ShATES - i ireinrnin s sistsrnin s 146.528.000
15,380,117 $174,774,000

All shares have a par value of Swedish kronor 50 and carry equal
rights to participation in the net assets and profits of the Com-
pany. Class A shares are entitled to cast one vote and Class B
shares are entitled to cast one 1/1000th of a vote at stockholders’
meetings.
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Supplementary information to the Parent Company’s financial
statements as required by the Swedish Companies Act

Number of employees and remuneration

1975 1974
Average number of:

Office employees.......... 8.835 8,412
Factory employees ........ 16.014 14,857
24.849 23.269

Fees, salaries and wages:

Board of Directors and
Management............ $ 3.468.000 $ 3.034.000
Other office employees .... 113,659.000 93.475.000
Factory employees ........ 121,053,000 97.908.,000
$238.,180.000 $194.417.000

Expenses for fringe benefits. including vacation salaries. pension
costs, sickness and accident insurance premiums and other per-
sonnel expenses., amounted to approximately 43 (38) % of total
salaries and wages paid in 1975 for time worked.

Income statement data

1975 1974
Dividends. interest and other
income:
Dividends:
Subsidianmies: o s ki n $11,575.000 $10.882.000
Ethershas St cinin v S4C 8 797.000 570.000
Interest:
SubSsidiaTie st N 5.345.000 7.349.000
Others e st o Sk oal 21,494,000 23.909.000
Other income:
Subsidianies i i ; 3.612.000 3,786.000
Others, including capital
gains from sales of stock
in subsidiary and associ-
ated companies; 1975:
$50,000; 1974:
$1.3000000 50T I e (78.,000) 1,443,000
$42.745.000 $47.939.000
Interest expense:
Subsidiavieseit s ol $ 895.000 $ 507.000
() e TS Pl ol (W A 28.979.000 23,219,000
$29.874.000 $23.726.000
Administrative expenses
(approximately) ......... $9.300.000 $7.300,000
Depreciation
Buildings
EosEI Rttt a0 dy $ 1,326,000 $ 1.319.000
Revaluation .. o 1,777.000 1,777.000
Machinery and equipment . . 15,820,000 12,242,000
$18.923.000 $15.338.000

In addition, $5.888,000 ($5.409.000) of buildings, machinery and
equipment acquired in 1975 was written down completely through
charges against the reserve for future investments. Moreover,
$5.125.000 of the reserve for future investments was transferred
to AB Rifa.

Balance sheet data
(in thousands of dollars)

Notes and accounts receivable—trade include notes in the
amount of $50 million (subsidiaries: none)

Oth_er long-term assets include stocks in the following com-
panies:
Par value Carrying
of holding value of
holding
; (in thousands)

Adela Investment Co. S.A.
Luxembourg US$ 175 § 88

Sifida Investment Co. S.A.
Luxembourg US$ 125 142

Compagnie Industrielle des

Télécommunications CIT-ALCATEL

France FF 720 982
EUROSAT S. A. .... Switzerland SiHcs 128 37
$1.249
Cost  Revalu- Book
ation value
Property, plant and equipment:
By e e o § 6948 § 6.652 § 13.600
Property improvements . ... 1,214 = 989
L0 (120 e o i s e P i A 83.559 35.546 42.208
Machinery and equipment .. 145,032 - 37,014
236,753 42,198 93.811
Construction in progress .. ... 17375 - 157375
254,128 42,198 111.186
Less— Accumulated
depreciation ............ 172.954 12,186 -
Netbook value «.- ..o oot $ 81.174 $30.012 $111.186
Tax assessment value of land and buildings ........ $95.585
Fire insurance value of:
Buildings: wustnnds sdlsaan s e $198.636
Machinery and equipment ..................... 340,682
$539.318

The provision for pensions includes $71.6 million for supple-
mentary service pensions to office employees.

Assets pledged to secure indebtedness:

Mortgages on land and buildings ................ § 27.899
Floating charges on otherassets ................ 104.546
Y LR e e M s ST, 8 e A o s 37.670
Accolnis receivable S e e 54,769
Blocked cash on time deposit................... 174
$225,058

Eontngent habllites B i $124.761

Special loans and commitments

The Company has loans receivable and is committed in connec-
tion with the acquisition by employees of houses, automobiles
and stock in the Company as follows:

Four loans totaling $18.412 to board members and managing
directors of Group companies.

Five pledges on assets totaling $60.739 and seven guarantees

30

totaling $200.382 as security for loans obtained by board mem-
bers and managing directors of Group companies.

Pledges or assets in the amount of $113.636 as security for bank
loans obtained by 2,239 Group employees for the purchase of
stock in the Company, and loans totaling $244.540 to these
employees, representing part of the interest on said bank loans.
in accordance with the Company’s “stock loan” offer of 1973.



Auditors’ Report

To the Stockholders of Telefonaktiebolaget LM Ericsson

We the undersigned auditors, appointed at the Annual General Meeting of
Stockholders, present herewith our report for the year 1975.

We have examined the Annual Report of the Board of Directors and the Presi-
dent, the Consolidated Statements, the minutes and other documents which pro-
vide information about the financial position and results of operations and the
administration of the Company and of the Group, and have carried out such other
auditing procedures as we considered necessary.

The requirements of the law regarding consolidated statements and information
in respect of investments have been complied with. The regulations covering
disclosure of loans to, and contingent liabilities in respect of, certain persons
closely related to the Company have also been complied with.

Our examination has revealed no reason for criticism, either with respect to the
accounts and documents presented to us, the Company’s accounting procedures,
the inventory taken of the Company’s assets, or the administration of the Com-
pany.

We have no objection to the revaluation of fixed assets and investments by
$42.522.000 in connection with the proposed stock dividend.

The proposed appropriation of unappropriated earnings includes a transfer to the
legal reserve in the amount prescribed by law and the proposed dividend is not
contrary to sound business practice considering the financial position of the
Group and the results of its operations.

As a result of our examination we recommend:

that the Balance Sheet at December 31, 1975, included in the Annual Report, be
approved,

that unappropriated earnings in the amount of $60,918,000, including the General
reserve of $22,125,000, be dealt with in accordance with the proposal of the
Board of Directors and

that the Board of Directors and the President be released from responsibility for
their administration for the period covered by the Annual Report.

Stockholm, March 31, 1976

Jorgen Eskilson N.-A. Frisk John M. Boyd
Swedish Authorized Public Accountant Chartered Accountant
(Partner in Price Waterhouse & Co.) (Partner in Price Waterhouse & Co.)

It should be understood that the report set out above is a translation ot the original report in Swedish relating to
the e ination of the | report and fi ial p d in Swedish kronor.
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Consolidated net sales By product groups and markets

1975 Y% 1974 %
GROUP SALES BY Public telephoneexchanges ....................... $ 812,200,000 49.4 §$ 633,600,000 46.6
PRODUCTS Subscriber exchanges, instruments and intercom
VSRS T e s it e R R vt 280,700,000 171 239,800,000 17.6
Transmission equipment and radio communications
sYstemis ©o-r e TR M e T S 104,100,000 6.3 90,000,000 6.6
Other:systems and products’ 2.k oo sl 147,200,000 8.9 109,300,000 8.0
Electronic equipment and development projects for
theimisliany & St i e e i o 50,600,000 3.1 42,100,000 31
Cable, wire and network equipment ................ 209,200,000 12.7 205,300,000 15.1
Otherproducts: . 8. . Sl e ek 41,400,000 25 40,700,000 3.0
Total $1,645,400,000 100.0 $1,360,800,000 100.0
OVERALL GEOGRAPHIC SWeden: TR el iR Sl o il adl s Syl TE $ 238,400,000 14.5 $ 230,900,000 17.0
DISTRIBUTION OF SALES Europe (excluding Sweden) ....................... 706,900,000 43.0 602,400,000 442
EatimAmerica siate o denn i nn b 441,400,000 26.8 326,300,000 24.0
Australia,;Asia and AITICA . v v v s 233,400,000 14.2 178,100,000 13.1
U:SAvand:Canadaimint. d . el Ak i B 25,300,000 1.5 23,100,000 Al
Total $1,645,400,000 100.0 $1,360,800,000 100.0
DISTRIBUTION OF SALES ERANCE T o s s W e s e sty il TIEEE $186,100,000 $136,000,000
IN EUROPE (EXCLUDING LF ] Py A et e e~ N A SR el .S 1 ol DRt poe . 169,800,000 137,600,000
SWEDEN) Spain e icni e Frabe i sts TR s el Sl 80,000,000 78,300,000
Denmark: Bttt ol s mle s ol e A 2L et 70,800,000 65,000,000
Einland i n i e L i e e e i e 55,900,000 55,600,000
TheNehenants &, ..o o o vt ool st s s s 29,700,000 22,200,000
Norway: v T us s e e 27,600,000 17,100,000
Ireland oo innmns i aines e it e 23,100,000 22,300,000
Great Britaln cicinncondaon lni s dhnate s Lol 22,000,000 30,900,000
Othericountries . te Ao ne & e b ) e o T 41,900,000 37,400,000
$706,900,000 $602,400,000
DISTRIBUTION OF SALES Brazilor s Ll et L L L AT SRR S NS $258,700,000 $162,400,000
IN LATIN AMERICA T T e ron Belh N sl g ISR, I B R e 81,700,000 77,600,000
Colombig: i R S s s e 25,400,000 29,100,000
ATOBRNTING ittt v o i il b s i ars s e aa et 21,000,000 16,500,000
1T 7 R B e S P C PR S L 17,900,000 14,100,000
Othercountries: o el e e ke T o 36,700,000 26,600,000
$441,400,000 $326,300,000

DISTRIBUTION OF SALES

IN AUSTRALIA

ASIA AND AFRICA

[ V=1 =) R N SR R SR A it o ol Ll
Asia (excludingNearEast) . ........................
AUStralia. st Girms R R S e e
¥ | (= R S P RS L S\ 0 LN R )

$ 65,300,000
49,200,000
59,900,000

59,000,000

$233,400,000

$ 48,000,000
30,100,000
62,900,000
37,100,000

~ $178,100,000

All amounts translated at the rate of S.Kr. 4.40 to U.S. $1.00.
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The Ericsson Group 10-year financial summary

As reported in the annual reports for the respective years

INCOME DATA Dollar amounts in thousands except per share figures
1975 1974 1973 1972 1971 1970 1969 1968 1967 1966

Net sales 1,645,375 1,360,815 1,184,618 975942 854,347 718,074 660,628 572,973 520,592 457,725
Income before special

adjustments and taxes 166,223 185,865 200,815 122,914 108,365 113,384 105,242 83,165 72,634 69,248

Percent of sales 10.1 13.7 17.0 12.6 12.7 15.8 15.9 14.5 14.0 15.1
Depreciation 59,773 51.575 45,674 36,909 29,135 24 859 20,780 19,415 18,359 16,285
Special adjustments 71,309 80,487 38,982 21,657 36,521 32,259 24,540 14,610 17,739 18,738
Swedish and foreign

income taxes 48,970 57,091 79,296 47,091 32,870 37,340 42 668 34,856 26,830 21,130
Reported net income 38,592 44 838 63,648 40,906 30,069 39,791 34,505 31,160 25,162 26,290

Per share 251 2.91 4.14 2.66 1.95 2.59 2.24 2.03 1.64 i
Adjusted net income

per share 4.58 4.80 1o | 3.25 2.92 3.60 3.01 2.47 2.19 2.30
Dividend 25,342 20,973 19,225 17,478 15,380 15,380 15,380 11,652 10,486 10,486

Per share 1.65 1.36 1.25 1.14 1.00 1.00 1.00 .76 68 .68

(for 1975 as proposed
by the Board of Directors
which includes a

bonus of $.23)

BALANCE SHEET DATA

(year-end)
Net working capital 993,560 779,096 747,884 645551 489,353 417,270 358,135 326,263 268,296 276,521
Ratio of current assets to

current liabilities 2.1:1 2.0:1 2.1:1 2.3:1 2:3:1 L 2.4:1 2.3:1 2.2:1 2.4:1
Net property, plant and

equipment 414,005 350,397 306,713 245259 225,619 178,093 149,853 135,843 132,466 112,485
Long-term debt 624,143 414,965 404,689 371,683 250,762 172,814 117,544 108,711 68,683 70,863
Minority interest 93,253 91,548 100,437 81,891 55,249 36,663 29.940 26,872 23,239 20,202
Stockholders’ equity 482,122 464503 436,331 356,828 329,193 314,498 285378 262,051 228,544 210,017
OTHER DATA

(year-end)

Capital expenditure for
property, plant and

equipment 149,263 114,047 88,882 84,264 91,423 61,964 37,045 38,173 42,995 29,057
Number of employees 84,100 80,600 75,600 70,600 66,900 61,900 53,600 48,700 46,400 43,800
Number of shares

outstanding 15,380,117 15,380,117 15,380,117 12,304,094 12,304,094 12,304,094 12,304,094 10,253,412 10,253,412 8,544,510
Backlog of orders 2,082,200 1,750,200 1,544,300 1,108,000 931,600 820,700 685900 644,500 570,200 558,400

All per share figures are based on the number of shares after stock dividends 1967 (one for five), 1969 (one for five) and 1973 (one for four).
Adjusted net income per share reflects net income after adding back special adjustments, less amounts equivalent to reduction in current
income taxes resulting from such adjustments.

The United States dollar amounts shown in the above summary represent translations from Swedish kronor at the parity exchange rate at
December 31, 1975, of S.Kr. 4.40 to $1.00.
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Year’'s Review

SWEDEN

Order bookings in Sweden for 1975 amounted to $316.2
million as against $207.7 million for 1974, an increase of 52
percent.

Government agencies accounted for virtually the whole of
the increase. Order bookings from other customers went
up by slightly more than 2 %.

Sales rose from $230.9 million to $238.4 million or by 3
(10) %. At year-end the order backlog totaled $244.2 mil-
lion ($166.5 million).

Contracts placed by the Swedish Telecommunications
Administration for exchange equipment, transmission
equipment and cable attained a volume that slightly ex-
ceeded the previous year's low level, while contracts for
subscriber equipment fell off. During the year the Tele-
communications Administration placed its first order for
pushbutton telephone instruments.

In 1975 Sieverts Kabelverk received a Canadian order for a 145 kV
submarine cable nearly 27 miles long. The picture shows the cable
laid up for shipment from Hammarby Harbour, Stockholm.

LM Ericsson received an order from the Swedish Telecommunica-
tions Administration for coaxial line equipment covering 1,100 tran-
sistorized 12 MHz amplifiers, which are meant to replace the older
valve units. Shown here are two new amplifiers being connected.

The Swedish Air Force ordered the final development
stage of the radar system for the fighter version of the
Viggen aircraft as well as the first deliveries of the same
equipment. A major contract calling for the delivery of
surveillance radar for a new air defense system was placed
by the Swedish Army.

Svenska Radio AB (SRA) posted sharply increased
orders on the Swedish market, most of these coming from
the Armed Forces, for display equipment for Viggen's
radar system and for portable radio stations. Work pro-
gressed on the new facilities at Kista north of Stockholm,
which SRA expects to occupy in mid-1976.

Despite slack economic conditions LM Ericsson Tele-
materiel AB succeded in achieving larger order bookings
in 1975 than in the previous year. The Swedish market
went up sharply though tending to taper off towards year-
end, while export orders were down on the previous year.
The biggest single order received in Sweden to date for
internal telecommunications systems came from the
National Civil Aviation Administration, intended for in-
stallation in the new international airport terminal at
Arlanda north of Stockholm.

Demand for components, which started to decline in late
1974, continued to taper off in 1975. As a result AB Rifa,
which is Scandinavia’s leading maker of electronic com-
ponents, did not achieve the same order volume as the




year before. Work commenced during the year on the
erection of a new office-factory complex at Kista.
Compared with 1974, Sieverts Kabelverk AB doubled its
order intake abroad. Its most important order was for the
supply and laying of a submarine cable for high-voltage
power from New Brunswick to Prince Edward Island in
Canada. The increase in overseas business compensated
for the lower order bookings from the Swedish market,
which was caused by a decline in housing construction
and cutbacks in local authority investment programs.
Thorsman & Co AB, which has specialized in fasteners
and electrical skirting systems, obtained orders that were
substantially up on the previous year, both in Sweden and
abroad.

Extensions were completed during the year to the Parent
Company’s plants at S6derhamn (manufacture of tele-
phone exchange equipment), Ostersund (electronic pro-
duction) and Piteé (telephone cable). In addition, prepara-
tions got under way to build a new industrial complex
comprising offices, laboratories and workshops at Kung-
ens Kurva, south of Stockholm.

EUROPE (excluding Sweden)

Despite the restraint on capital expenditure that several
national telephone administrations announced during the
year, the Group achieved order bookings in European
markets (excluding Sweden) which amounted to $849 mil-
lion compared with $693.8 million in 1974, an increase of
22 (9) percent.

Sales totaled $706.9 million ($602.4 million), an increase of
17 (9) %.

The order backlog at year-end rose to $759.8 million

($608.4 million).
Sales by country are as follows:

Italy

($ Millions) 1975 1974
France .........cooviiiiiininennn. $186.1 $136.0
Italy ... i 169.8 137.6
Spain. ... 80.0 78.3
Denmark ........................... 70.8 65.0
Finland ................... ... ...... 55.9 55.6
The Netherlands .................... 29.7 222
Norway ..o 27.6 17.1
7= T R o e 23.1 22.3
Great Britaifl v v vy sosmirais 22.0 30.9
Rest of Western Europe .............. 30.1 272
EAStern. BEUrope .o vonwwmnmr e 11.8 10.2

$706.9 $602.4
France

Société Francgaise des Téléphones Ericsson (STE) re-
ceived orders from the national telephone administration
(PTT) that were higher than in 1974. The first crossbar
exchanges capable of handling especially high traffic vol-
umes were placed in service in the Paris metropolitan
area. The PTT ordered ten more exchanges of the same
type, nine of which for the Paris area.

The market for private branch exchanges declined due to
the private sector’s greater reluctance to invest, and order
bookings did not reach the 1974 level.
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Due to the difficulty of raising capital, partly as a result of
the economic crisis in Italy, the administrations cut back
their investment outlays in 1975. Even so, FATME re-
ceived orders for public telephone exchanges that were
somewhat higher than in the previous year. Sharply in-
creased orders for transmission equipment also contrib-
uted to making the total order bookings higher than the
year before.

A computer-controlled trunk exchange (AKE) was placed
in operation in Palermo. Contracts were placed for two
more exchanges of this kind.

Work commenced on the construction of new factories at
Sulmona and Avezzano. In contrast to 1974 production
was sustained throughout the year without conflicts on the
labor market. Ruling collective agreements expired on
December 31, 1975, and negotiations for a new contract
were opened.

Order bookings at the line construction company,
SIELTE, continued to be satisfactory, and despite lower
orders coming from customers other than the telephone
administrations, orders received remained at the previous
year’s level.

Spain

Investment in the Spanish telephone network continued at
a high rate, resulting in increased order bookings from
Compania Telefonica Nacional de Espana (CTNE).
Since the Group gained a definite foothold in the Spanish
market under the 1970 agreement with CTNE, Ericsson
has supplied from 1973, when INTELSA’s new factories
commenced production, up to and including 1975, local
exchanges serving 270,000 subscriber lines and trunk ex-
changes with a capacity equivalent to 230,000 subscriber
lines. INTELSA'’s factory has successively been enlarged
and in 1975 comprised some 350,000 square feet of floor
space. As of December 31 the company employed around
3,600 persons.

LM Ericsson, S.A. recorded order bookings that greatly
exceeded those of the previous year, mainly because of
increased orders coming from the company’s leading cus-
tomer, the state-owned railways.

During fourth quarter 1975 formidable conflicts of partly
political origin erupted on the labor market in Spain, caus-
ing production to drop at both the Spanish subsidiaries.
New collective agreements were signed at the beginning
of 1976 that will increase wages by 15—20 %.

Denmark

LM Ericsson A/S received an order for yet another AKE
exchange—the seventh in Denmark—to be installed at
Hilleréd north of Copenhagen. More orders were obtained

Wiring of racks for crossbar exchanges at the Ericsson subsidiary
in Spain, Industrias de Telecomunicacién S.A. (Intelsa).

Use of the wrapped-wiring technique to make electric interconnec-
tions at the French subsidiary’s factory in Cergy-Pontoise.






for computer-controlled crossbar exchanges (ARE) to
handle both local and trunk traffic. The company’s order
bookings surpassed the high level of 1974.

The second stage of expansion of the large computer-
controlled trunk exchange in central Copenhagen became
operational, and final delivery of a similar exchange was
effected in Alborg. From a technical point of view the
Copenhagen exchange is the most intricate AKE ex-
change that the Group has engineered so far.

A contract for transmission equipment signed with state-
owned P & T and one of the regional administrations in-
cludes 30 channel PCM multiplex of the new generation
(M5).

The national railway administration, which for some years
has held back on orders because of restrictions on invest-
ment, placed major orders for Copenhagen’'s suburban
lines with Dansk Signal Industri A/S, and also ordered a
complete signalling and centralized traffic control unit for
one section of line.

The coin box telephones developed by GNT AUTO-
MATIC A/S, the telephone factory jointly owned with
Det Store Nordiske Telegraf-Selskab A/S, met with a
very favourable reception on the international market.

Finland

Order placed with Oy LM Ericsson Ab continued to
climb from an already high level in earlier years. The
national telephone administration, PLH, contracted for
an extension to the AKE exchange in Helsinki ordered in
1974 for national and international traffic. With manufac-
turers bidding in keen international competition, the local
administrations chose the Group as supplier notably of
computer-controlled crossbar exchanges (ARE), and the
administration in Turku ordered an extension to a com-
puter-controlled zone center.

The first crossbar exchange to be updated with computer
control went into service in the area administrated by the
Helsinki Telephone Association.

Orders for private branch exchanges continued at a high
level. Among the more notable orders received was one
from the Finnish banking group, Foreningsbanken, for a
private wire network for interoffice communication.

The new factory at Brahestad was officially opened during
the year by President Kekkonen.

Great Britain

In November 1975, twelve months ahead of promised
target date, final delivery was made of the large interna-
tional crossbar exchange at Mollison House in northern
London. The Post Office Corporation placed a new order
for an even larger international exchange with the as-
sociated company, Thorn-Ericsson Telecommunications
(Sales) Ltd (SEE). The new exchange is to be erected in
Mondial House in central London and will be delivered in
two stages, the first covering crossbar equipment and the
second an AKE system. Part of the equipment will be
manufactured by Thorn-Ericsson Telecommunications
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(Mfg) Ltd (TME), which moved into a new factory build-
ing at Scunthorpe towards the year-end.

In spite of the economic recession and keen competition,
SEE well maintained its position as a leading supplier of
private branch exchanges.

Other markets

Ericsson Telefoonmaatschappij bv in The Netherlands
largely concentrates on the production of telephone in-
struments, for which, in 1975, the national administration,
PTT, placed its largest annual order to date.

The associated company in Norway, A/S Elektrisk
Bureau (EBN), was negotiating during 1975 with the
Norwegian telecommunications administration for a new
contract. The administration was restrictive in its placing
of orders while the negotiations were going on, but as
soon as an agreement in principle was reached in January
1976, a large part of the postponed orders began to flow in.
The Norwegian defense establishment chose EBN as
supplier of a new field telephone set.

A/S Norsk Kabelfabrik received sizable orders for high-
grade fireproof cable for oil rigs.

The troubled situation in Portugal led to a reduced volume
of business.

As in the past the volume of orders received from Eastern
Europe was fairly modest.

LATIN AMERICA

Order bookings in Latin America fell from $514 million to
$466.5 million or by 9 % (1974: an increase of 4 %).

At year-end the order backlog amounted to $752.4 million
($733.6 million), an increase of 3 (30) %.

The distribution of sales in the major markets was as
follows:

($ Millions) 1975 1974
Brazil ......... ... ... ... L. $258.7 $162.4
MEXICO vttt e e 81.7 77.6
Colombia ..........c.covviiiinn... 25.4 29.1
Argentina.............c.ouernnnnnn.. 21.0 16.5
Venezuela .......................... 17.9 14.1
Othercountries. .........ovovvvnnn.. 36.7 26.6

$441.4 $326.3
Brazil

The recession imposed serious strains on the Brazilian
economy with continuing inflation and a worsening in the
balance of payments. Several measures were taken to
curb imports and cutbacks were announced in public in-
vestments, including the telephone network.

The administration in Sdo Paulo placed with Ericsson do
Brasil (EDB) large orders for crossbar exchanges to handle
local and trunk traffic, as well as for computer-controlled
switching equipment to handle traffic between different
exchanges in the urban network. From Borda do Campo
came Brazil's first order for a computer-controlled cross-
bar exchange for local traffic.



Towards year-end EDB received a much-publicized ex-
port order from Bolivia for trunk exchanges to serve that
country’s four largest cities.

Sales greatly exceeded the 1974 level, as exemplified by
the fact that in 1975 the company installed exchange
equipment equivalent to 750,000 subscriber lines.
Employment in EDB’s factories rose steeply, but owing to
difficulties with imports and local procurement of materi-
als the production capacity could not be fully utilized. The
total number of employees went up by 35 % to nearly
11,000.

New construction and plant extensions resulted in a near
doubling of production capacity during 1975.

Mexico

The annual contract calling for delivery of exchange and
transmission equipment was not signed until December
1975 between the national administration, Teléfonos de
México, S.A., and Teleindustria Ericsson S.A. (TIM),
after which the first suborders were specified. As a result
TIM’s order bookings were much lower than in 1974.

Substantial orders were received for computer-controlled
group selector equipment for inter-exchange traffic.

Electronic master controller for street traffic signals in Brasilia,
part of a major project that LM Ericsson completed in 1975.

During the year delivery was made of a computer-
controlled trunk exchange for international traffic in
Monterrey and one for national traffic in Guadalajara. An
extension which doubled the capacity of the AKE ex-
change in San Juan, Mexico D.F., provides for subscriber
trunk dialling to the United States, Europe and other parts
of the world.

Orders placed with the cable manufacturing company,
LATINCASA, were on a satisfactory level. Since further
factory extensions are not possible at the present location,
investigations began with a view to siting a new cable
plant in another area.

Colombia

In Colombia, too, the economic situation caused the na-
tional and local administrations to defer their orders,
which were therefore lower than the year before.

Argentina

The situation in Argentina was marked by political unrest
and low economic activity.

The Group's telephone operating companies were com-
pelled to grant very heavy increases in wages and salaries
—in the order of 350 %—which could not be recovered by
raising tariffs.

At year-end the number of telephone subscribers totaled
202,000.




The local sales company had higher order bookings than
the year before and is basing more and more of its busi-
ness on its own production.

Although the cable factory at Quilmes was adversely af-
fected by stock shortages because of difficulties in import-
ing raw materials, it still managed to achieve substantially
higher orders for both telephone cable and power cable.

Venezuela

Domestic economic activity was buoyant throughout the
year and order bookings went up sharply for Compania
Anoénima Ericsson. Large orders received for local and
trunk exchanges enabled the company very well to uphold
its position on the market. Plans were put in hand for the
building of a new factory at Valencia.

Other countries

Orders from other countries in Latin America have been
satisfactory, especially from Ecuador, Costa Rica, Haiti
and Panama. The first Ericsson local exchange in Haiti
was put into operation.

AUSTRALIA, ASIA AND AFRICA

Combined orders for these three continents rose from
$249.7 million to $298.4 million or by 20 (35) %.

At year-end the order backlog amounted to $300.4 million
($236.4 million), an increase of 27 (34) %.

The distribution of sales in the respective areas was as
follows:

($ Millions) 1975 1974
Aunstralia oo sonsesanieraansya $ 599 § 62.9
Asia (excluding Near East) ........... 49.2 30.1
Near-Bast: ... iavans i mmas 65.3 48.0
74 1 Loz RNl e AT 59.0 37.1

$233.4 $178.1
Australia

Contracting demand, unemployment and inflation com-
bined to make 1975 another year of low economic activity
in Australia. The telecommunications services in Au-
stralia were transferred from the Postmaster-General's
Department to form a separate organization, the Au-
stralian Telecommunications Commission (ATC). In or-
der to permit a higher degree of investment financing out
of current operating revenues the tariffs were increased
which resulted in reduced demand for telecommunica-
tions services.

ATC postponed some of its orders for telephone exchange
equipment, which resulted in lower order bookings for
LM Ericsson Pty Ltd (EPA). Order bookings for private
branch exchanges exceeded the previous year’s high level.
EPA received two interesting orders, one for electronic
master controllers for road traffic signals, which will be
manufactured at EPA, and the other for carrier systems
on high-voltage cable.

In 1975 Australia’s manufacturing industry was less beset
by labor market disturbances than in the previous year.
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Order bookings held by the components manufacturing
company, AEE Capacitors Pty Ltd, fell far short of their
1974 level, and steps will be taken to rationalize the prod-
uct range.

Asia

Iran placed contracts for line construction projects and
cables. A domestic company was formed to administer
these projects.

In an international competition, the Group received from
Kuwait the first order to install the newly designed
computer-controlled crossbar system for trunk traffic.
Orders received from the administration in Malaysia came
close to the 1974 level despite stiffened competition. The
first locally manufactured electronic private manual branch
exchanges were delivered during the year from the Group's
company in Malaysia.

Thailand was the source of major orders for local ex-
changes in 35 cities, with option for extensive additional
deliveries and for a trunk exchange for international traffic.
Orders for private branch exchanges were received from
Indonesia.

Orders received from other countries in Asia were at a
satisfactory level.

Africa

Yet another major contract was signed during the year
with the national telephone administration in Algeria, for
local telephone exchanges serving about 120,000 sub-
scriber lines and trunk exchanges. Thus orders equivalent
to a total of 330,000 subscriber lines for three main regions
of Algeria have been received in the past three years.

A fifth contract was signed with the telephone administra-
tion in Tunisia for new telephone exchanges and enlarge-
ments of exchanges installed earlier.

A new market on the African continent was opened to the
Group's telephone exchange systems through orders from
Nigeria for local and trunk exchanges, including an inter-
national exchange to be situated in Lagos. The Group’s
telephone system was adopted as standard in one of the
regions, Enugu.

Orders from Egypt held at the same level as in 1974,
comprising both switching equipment and components
and semi-manufactured products for the state-owned tele-
phone factory,

High-volume orders for private branch exchanges were
obtained from Libya.

The Group’s manufacturing subsidiary in France, STE,
received orders for different types of equipment, including
a large electronic private branch exchange, from several
countries, especially Cameroun, Morocco, Gabon and
Dahomey.

A mobile telephone exchange manufactured by LM Ericsson Pty.
Ltd., Australia, and intended for Oman’s new telephone network,
is placed in position.

Cable jointing in Riyadh, Saudi Arabia.
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U.S.A. AND CANADA

LM Ericsson Telecommunications, Inc. (formerly Erics-
son Centrum, Inc.) received orders in 1975 of much great-
er scope than earlier for carrier equipment, primarily from
companies which run private telephone networks for
voice and data communication.

Business in private branch exchanges and intercom
systems in Canada were exposed to tough competition
and orders were lower than the year before.

PERSONNEL

During 1975 the number of Group employees increased
by 3,230.
The total number of employees within the Group is shown
in the following table.

December, 31

1975 1974

Sweden ... 31,240 31,070
Europe (excluding Sweden) ......... 28,390 28,010
LAt AMETICE s ovssmmmissisisspmmmism o 17,190 13,995
Other COUNLIIES v inm i 3,730 4,245
80,550 77,320

Including the telephone operating companies in Argenti-
na, the totals were 84,130 in 1975 and 80,620 in 1974.

As has been the case for a number of years the rate of
increase in number of employees was greater for the
Group’s foreign sector than for its Swedish sector. This
tendency, which stems from the obvious need for sub-
sidiaries to step up their output, is likely to persist, all the
more so in view of the fact that the expanding electronic
production in Sweden is less labor-intensive than the
earlier technology.

Employee participation

The arrangements governing consultative decision-making
and participatory management at workplaces are largely
determined by national laws, agreements and traditions.
In the European industrialized countries, but also else-
where, 1975 bore witness to intensified activity in the
industrial relations field generated by employers and trade
unions, the community at large and international organiza-
tions. Methods of tackling the problems involved will
differ in those countries in which Ericsson operates. A
goal that the employer and employees must share in com-
mon, within the framework provided by agreements and
laws, is to put cooperation and participation on a footing
that will be conducive not only to increase the company’s
competitiveness but also enhance the personal job satis-
faction and material rewards for the employees.

During the year a Group labor-management council was
formed for the Group’s Swedish sector to deal with mat-
ters of mutual interest to the Swedish entities. Attached to
the council is an economic committee, formed under the
agreement that was reached in 1975 between the labor
market parties to furnish financial information in greater
depth to labor-management councils and to the represen-
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tatives of the employees on the Board of Directors. Other
labor-management councils have also formed subcom-
mittees to deal with these matters.

In Sweden the so-called Labor Legislation Committee
submitted the draft of a bill regulating the right to nego-
tiate and make collective agreements, which will enable
the employees and their unions to exercise greater in-
fluence over decision-making at different management
levels.

International enterprises

To build up a body of factual evidence on which to base
the debate concerned with the operations of “multination-
als”, the International Labor Organisation (ILO) com-
pleted a study in 1975 in which some of the larger Euro-
pean enterprises participated. The Ericsson Group, rep-
resented by the Parent Company in Sweden and the sub-
sidiaries in Brazil, Colombia, Mexico, Australia and
Malaysia, rendered contributions to this study. Among
the participants were top managers and trade union offi-
cials, employer and employee organisations, and govern-
ments in the respective countries. ILO published a report
entitled “Social and labour policies and practices of some
European-based multinational enterprises in the metal
trades”.

During the year, trade union representatives paid a num-
ber of visits of study to leading Group companies, with
financial support from funds that the Group has set aside
for this purpose, so as to impart greater knowledge of
working conditions in different countries.

Industrial health services

Industrial health services with provision for both techni-
cal and medical aspects were expanded at several Group
companies to help shape the working environment and
working practices so as to prevent accidents and ill health
to the utmost extent.

To take an example, an enlarged occupational safety
program in the Brazilian subsidiary conspicuously cut
down the number of accidents in 1975 as compared with
earlier years. In the Finnish company a committee was
formed under the plant physician to deal with job transfers
warranted on medical grounds.

The Group’s medical function was strengthened, espe-
cially so as to permit the exchange of a broader based
body of knowledge within the Group concerning the in-
dustrial health services.

Education and training

During the year most of the Group's entities intensified
their in-house training programs. In addition to job-
oriented courses, more and more employees are parti-
cipating in voluntary courses which seek to raise the gen-
eral educational level. Much of this voluntary activity is
supported through scholarships and study grants. In the
Colombian company, for instance, study grants were
awarded to more than 10 percent of the employees. Sub-
stantial study grants were also paid out by other sub-
sidiaries, as in Denmark and Spain.



The changes described above as regards consultative de-
cision-making and employee participation at workplaces
were spotlighted in the training courses not only in Swe-
den but also at other Group entities, for instance in Au-
stralia and Brazil.

The quality and volume of technical training were further
upgraded. A premium was placed on language training in
response to the Group’s increased internationalization.

In order to furnish the Group's member companies and
their customers with resources to help them hold product-
oriented training under their own auspices, a number of
courses were given to prospective training directors and
instructors.

Both the International Training Center in Stockholm and
the regional center in Mexico, CELE, reported increased
enrolments of trainees from customers as well as Group
companies.

Funds

The assistance funds and scholarship funds provided for
customary contributions to the Group’s employees. Much
appreciated support was forthcoming from the “Dr.
Marcus Wallenberg Fund” to retired employees with long
length of service who needed different kinds of assistance.

Training of new employees at the Ericsson factory in Athlone,
Ireland.

The Group's operations were affected by unexpected
events during 1975 which subjected individuals and
groups to severe strains. Through a willingness to accept
increased responsibility and additional duties, together
with a ready acceptance of the need for changes to adapt
operations to new conditions which arose in many sec-
tors, the difficulties were overcome and new initiatives
taken.

The dynamics of advances in technology and of political
and economic changes in the markets, combined with
toughening international competition, poses great chal-
lenges to the persons employed with the various com-
panies. The resolve to work towards joint goals that is to
be found within the Ericsson Group proved its strength
during the past year. This is noted with gratitude and
satisfaction.

Stockholm in March, 1976

B. Lundvall
President
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Products and Systems

PUBLIC TELEPHONE EXCHANGES

Ericsson is among the world leaders in the field of automatic
telephone exchanges for public networks. The Company’s sys-
tems are used for local, trunk and international traffic in many
parts of the world. Its first automatic exchanges, based on the
500-line selector, have demonstrated their operating reliability
over a half-century of continuous service.

Ericsson’s crossbar system, first manufactured in the early 1950s,
has been approved as standard equipment in many countries and
has proved to be one of the most economical and reliable sys-
tems developed in the telecommunications field. Ericsson cross-
bar exchanges can now be equipped with a computer-controlled
system.

The latest generation of Ericsson exchanges uses a stored pro-
gram control system that permits great flexibility in meeting
present and future operator and subscriber requirements. Erics-
son is one of the few manufacturers that has installed computer-
controlled exchanges to handle both local traffic (1968) and na-
tional and international trunk traffic (1971). A substantial num-
ber of Ericsson computer-controlled exchanges have been in-
stalled or are on order in 18 countries.

Ericsson also makes manual exchanges for private and public
use, including electronic types, as well as portable exchanges
and special booking systems.

TRANSMISSION EQUIPMENT

Ericsson holds an advanced position in the field of telecommuni-
cations transmission. The most important product areas are
terminal equipment for conventional frequency-division multi-
plexing (FDM) and for pulse-code modulation (PCM), and
amplifiers for coaxial cables and radio link systems.

CABLE

Through Sieverts Kabelverk AB and the Cable Division of the
Parent Company, the Ericsson Group is the largest supplier of
cable in Northern Europe. Sievert Kabelverk's product line
includes installation and connecting wires as well as all types of
power cable. The cable type now attracting the greatest interest
is the high voltage cable with plastic insulation of cross-linked
polyethylene (XLPE). Sieverts Kabelverk holds an eminent
position on the world market as producer of XLPE.

The Parent Company’s Cable Division has developed a com-
pletely new production technique, “cross-stranding”, which has
attracted interest worldwide.

SUBSCRIBER EQUIPMENT

Ericsson manufactures two basic types of private telephone
exchanges. One is the PABX exchange, which serves as the
connecting link between the public network and the subscribers’
extension lines—and between these lines. The second basic type,
PAX, is used for internal telephone systems that are not con-
nected to the public network. Both types are used in offices,
hospitals, manufacturing plants, etc.

Ericsson also makes special telephone systems for hotels, rail-
ways and power distribution companies, as well as for business
and other organizations with their own national telephone net-
work, known as private network groups.

The Group's private exchanges cover a wide range of require-
ments and can serve anywhere from a few up to 9,000 exten-
sions.

TELEPHONE INSTRUMENTS

The world’s first desk telephone instrument with handset, intro-
duced in 1892, was an Ericsson development. Since that time a
number of pioneering instrument designs have helped to make
Sweden known as a “telephone country”
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Ericsson manufactures various types of ordinary and loudspeak-
ing telephones, as well as a number of other types of instruments
for special purposes. Ericsson’s version of the picture telephone
is currently being field-tested in Sweden.

NETWORK

Network products include cable cabinets, terminal boxes, pro-
tector equipment, jointing materials and special purpose tools
and machines. Activities also include the planning of networks
through the use of advanced computer programs and the imple-
mentation of network projects.

DATA COMMUNICATIONS

The Parent Company’s Data Communications Department mar-
kets systems for telex and other data communications services.
The latest generation of Ericsson data and telex switching sys-
tems includes fully electronic computer-controlled exchanges.

INTERCOM SYSTEMS

A subsidiary, LM Ericsson Telemateriel AB, is one of the
world's leading manufacturers of loudspeaking intercom systems
for anywhere from five to 5,000 extensions. Paging systems,
time recording devices and various types of security systems
are also marketed.

DEFENSE ELECTRONICS

Ericsson plays an important role as supplier of electronic sys-
tems for military defense purposes. The MI Division of the
Parent Company develops and manufactures radar and optronic
systems, both air-based and land-based. A subsidiary. Svenska
Radio AB, also develops and produces avionic equipment.

RAILWAY AND STREET SIGNALING

In the railway sector the Parent Company's MI Division de-
velops centralized traffic control (CTC), automatic train control
(ATC), interlocking installations, automatic and manual block
systems, marshaling yard equipment and train describer systems.
Signaling systems are developed for highway and street traffic
ranging from the simplest devices for ordinary street intersec-
tions to the most complicated systems of traffic control for
entire sections of a city.

RADIO COMMUNICATIONS

Svenska Radio AB and other Group companies develop a broad
range of radio communications systems and equipment. This
includes mobile radio equipment for various civilian and defense
purposes, marine radio equipment, etc.

COMPONENTS

Substantial development and production of electronic com-
ponents occur within the Ericsson Group, primarily through the
AB Rifa subsidiary, Scandinavia’s largest manufacturer in this
field.

POWER SUPPLY EQUIPMENT

The Parent Company’s Power Supply Department develops and
designs all the systems and devices, e.g. rectifiers, converters
and signaling equipment, which go into modern telecommunica-
tions facilities.

OTHER PRODUCTS

In the space communications field the Parent Company is devel-
oping satellite antennas and transponder equipment for commu-
nications satellites.

Other Group products include equipment for ciphering speech,
written and data communication, which is developed and mar-
keted by the AB Transvertex subsidiary.
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and primarily intended for the AXE telephone exchange system.
practice for transmission systems.

Compact reed switch controlled by integrated electronic circuits
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Central unit for operation of power supply plants for telecom- Radar barrier from LM Ericsson Telemateriel AB for outdoor sur-
munications. veillance of industrial zones.

Equipment for ciphering speech, made by AB Transvertex.
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