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LM ERICSSON TELEPHONE COMPANY
Annual Report and Year’s Review 1978
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Cover: Part of an LSI (Large Scale Integrated) circuit for the
new electronic DIAVOX telephone. The circuit, actually approx-
imately 3 mmx3 mm, is here enlarged 200 times. It is made by
AB Rifa, the Ericsson Group components manufacturer.

Page 2: The AOM 101 computerized center for operational con-
trol and maintenance of telephone exchanges and the telephone
network in the Rivadh district of Saudi Arabia.

Headquarters

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

Stock listed on

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

London, Oslo and Paris Exchanges

Reference banks for shareholders
residing outside Sweden
France:

Crédit Lyonnais

Banque Nationale de Paris

Banque de Neuflize, Schlumberger, Mallet
Banque de Paris & des Pays-Bas

The Netherlands:
Pierson, Heldring & Pierson N.V.

Switzerland:

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

United Kingdom:
S.G. Warburg & Co. Ltd.

U.S.A:
Citibank N.A.

West Germany:

Deutsche Bank AG and Westdeutsche Landesbank
Girozentrale

Annual General Meeting

The Annual General Meeting will be held at the
Stockholm Fair, Massvagen 1, Alvsjd at 4.00 p.m.
Wednesday, May 30, 1979.

Shareholders intending to participate in the Annual
General Meeting must be entered as shareholders
in the share register kept by Vardepapperscentralen
VPC AB (Securities Register Centre) not later than
May 18, 1979. Shareholders whose shares are regist-
ered in the name of an agent must reregister the
shares temporarily in their own names in order to
participate in the meeting.

In addition to the above-mentioned requirements,
shareholders shall give notice of attendance to the
Headquarters of the Company between 10.00 a.m.
and 4.00 p.m. daily, not later than Monday, May 28,
1979 at 4.00 p.m.

Dividend

The Board of Directors has proposed June 1, 1979
as the record day for payment of dividends. Provid-
ed this proposal is approved, the dividend is expect-
ed to be paid by Vardepapperscentralen VPC AB on
June 11, 1979.

Dividends on shares for which certificates have
been issued under the former system will not be
paid until the exchange of certificates and the entry
in the share register kept by Vardepapperscentralen
VPC AB have been made.

Shareholders who have changed their names or
mailing addresses should as soon as possible notify
Véardepapperscentralen VPC AB, Box 7444, S-103 91
Stockholm, Sweden.

Printed in Sweden. Ljungféretagen, Orebro 1979






Honorary Chairman
gAAhRCUS WALLENBERG

Board of Directors
BJORN LUNDVALL

Chairman

JAN WALLANDER

Vice Chairman

PETER WALLENBERG

Vice Chairman

AKE ANDERSSON

NILS BERGGREN
BERTIL BJUREL
LENNART DAHLSTROM
LARS-OLOF EKEBERG
GUNNAR LAGERGREN
ALLAN OSCARSSON
BJORN SVEDBERG

President

Deputy Members

TORSTEN BENGTSON
GORAN BORG

INGE JONSSON
GUSTAV LEVIN

ARNE MOHLIN

FRITZ STAFFAS

HANS SUND

Senior Management
BJORN SVEDBERG

President

HANS SUND

Senior Executive Vice President

HAKAN LEDIN
Executive Vice President
Telecommunications Operations

ARNE MOHLIN
Executive Vice President
Production

FRITZ STAFFAS
Executive Vice President
Finance

LARS EDMARK
Vice President
Marketing

SVEN FAGERLIND
Vice President
Defence Systems and Space Communications

NILS HOLMGREN
Vice President
Group Controller

BO LANDIN
Vice President
Telecommunications Operations

GOSTA LINDBERG

Vice President
Research and Development

KARL-AXEL LUNELL
Vice President
Licensing and Patents

JAN STENBERG
Vice President
Legal Affairs

NILS SVENSSON
Vice President
Personnel

YNGVE AKESSON
Vice President
Cable Operations

Vice Presidents
OLOF ALSTROM
STURE EDSMAN

OVE ERICSSON

ROLF ERIKSSON
HANS FLINCK

ULF JOHANSSON
TORSTEN LINDSTEDT
SVEN LONNSTROM
BENGT R SODERBERG
NILS TENGBERG

Contents
4  10-Year Financial Summary
5 Progress Charts 1969— 1978
Annual Report of the Board of Directors
and Audit Report
6 Board Report
17  Consolidated Income Statement
18 Consolidated Balance Sheet
20 Source and Application of Funds
21  Parent Company Income Statement
22 Parent Company Balance Sheet
24  Investments
26  Notes to the Financial Statements
30 Audit Report
Year's Review
34  Technical Development
35 Market Review
35 Sweden
37  Europe (excluding Sweden)
38 Latin America
39 Asia
40 Africa
41  Australia and North America
42  The Ericsson Group, Associated
Companies and Representatives
44  products and Systems




The Ericsson Group 10-year financial summary

As reported in the annual reports for the respective years

INCOME DATA Dollar amounts in millions except per share figures
1978 1977 1976 1975 1974 1973 1972 1971 1970 1969

Net sales 2,097.9 1,821.5 1,700.3 1,683.7 1,392.5 1,212.2 998.6 874.2 734.8 676.0
Income before special

adjustments and taxes 167.7 128.6 94.6 1701 190.2 205.5 125.8 110.9 116.0 107.7

Percent of sales 8.0 7.1 5.6 10.1 13.7 17.0 12.6 12.7 15.8 15.9
Depreciation 76.4 70.5 67.3 61.2 52.8 46.7 37.8 29.8 25.4 21.3
Special adjustments 41.8 19.9 259 73.0 82.3 39.9 222 37.4 33.0 251
Swedish and foreign

income taxes 45.3 51.4 32.6 50.1 58.4 81.1 48.2 33.6 38.2 43.7
Reported net income 69.9 44.8 33.7 39.5 45.9 65.1 41.9 30.8 40.7 353

Per share 3.21 2.06 1.55 1.81 2.10 2.99 1.92 1.41 1.87 1.62
Adjusted net income™

per share 4.27 2.87 2.26 3.31 3.47 3.69 2.35 211 2.59 2.18
Dividend 279 253 25.3 25.9 21.5 19.7 17.9 156.7 15.7 15.7

Per share 1.28 1.16 1.16 1.19 0.99 0.90 0.82 0.72 0.72 0.72

(1978, proposed)
BALANCE SHEET DATA

(year-end)
Net working capital 1,102.5 1,015.3 937.6 1,016.7 797.2 765.3 660.6 500.7 427.0 366.5
Ratio of current assets to

current liabilities 2.1:1 21:1 2:.2:1 2:3:1 2.0:1 2:1:1 2.3:1 s | 2.21 2.4:1
Net property, plant and

equipment 462.6 487.2 468.5 423.6 358.5 313.8 251.0 230.9 182.2 1563.3
Long-term debt 609.2 576.2 572.3 638.7 424.6 4141 380.3 256.6 176.8 120.3
Minority interest 95.0 89.4 80.5 95.4 93.7 102.8 83.8 56.5 37.5 30.6
Stockholders’ equity 667.2 622.6 603.2 493.3 475.3 446.5 365.1 336.8 321.8 292.0
OTHER DATA

(year-end)
Capital expenditure for

property, plant and

equipment 116.5 127.5 136.2 1652.7 116.7 91.0 86.2 93.6 63.4 37.9
Backlog of orders 2,462.0 1,991.8 1,749.3 2,130.7 1,790.9 1,580.2 1,133.7 953.3 839.8 701.9
Number of employees 65,100 66,400 71,100 84,100 80,600 75,600 70,600 66,900 61,900 53,600

Number of shares
outstanding

21,788,498 21,788,498 21,788,498 15,380,117 15,380,117 15,380,117 12,304,094 12,304,094 12,304,094 12,304,094

All per share figures reflect the stock dividends in 1969 and 1973 as well as the stock dividend and new issue in 1976.

1'Mdjusted 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, 1978, of S.Kr. 4.30 to $1.00.
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Sales and backlog

Million
dollars
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Backlog
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1969 70

71

Earnings and dividends per share

Dollars
Adjusted
4 net income*
= Reported
net income
Dividend
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1969 70 71
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72 73 74 75 76 77 78

* See page 4
__ Capital expenditures Number of employees
Million Th d
dollars ousands
100
150
80
L Annual
investments
100 - Total
Annual
i depreciation 3 -ﬁ;’ S
Sweden

1969 70 71 72 73 74 75 76 77 78

Overall geographic distribution of sales

Europe (excluding Sweden)
37%

Australia and
4%

Sweden Africa 6%

15%

Asia 14%

Latin America 24%

North America

20

ok <
1969 70 71 72 73 74 75 76 77 78

Group sales by products

Public telephone
exchanges
49%

Subscriber
exchanges, Miscellaneous 3%
telephone
instruments Components
and intercom and other Group
syst?glz products 7%

Telex and traffic
signaling systems 4%

Transmission equipment and
radio communications systems 7%

Cable, wire and

network equipment 13%
Military

electronic equipment and
development work 4%
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Group operating results in brief

($ Millions except per share figures)

1978 1977 Change

%

Order bookings 2,684.3 2,015.1 33

Order backlog 24620 1,991.8 24

Sales 2,079 1,821.5 15

Income before special

adjustments and taxes  167.7 128.6
Percent of sales 8.0 7/
Reported net income 69.9 44.8
Per share 3 21 2.06
Adjusted net income 93.0 62.6
Per share 4.27 2.87

AL
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The European countries in which the Ericsson Group has
long been a supplier of telecommunications equipment con-
tinued to constitute the Group’s largest market area. 50
percent of the orders came from these markets.

Economic development in Sweden was weak in the begin-
ning of the year. The export situation improved gradually,
however, partly as a consequence of the 1977 devaluations
of the Swedish krona, but an earlier sharp build-up of in-
ventories within industry obstructed economic growth.
Primarily due to large contracts from the Swedish Tele-
communications Administration, the Group’s order book-
ings in Sweden rose 23 percent, to $410.4 m.




In other Western European countries—with the exception
of West Germany, which is a small market for the Group—
economic growth was generally low, partly due to mea-
sures to restrain inflation. Only a few countries showed
high growth rates. Investments in telecommunication
administration networks continued to rise, however,
although on a somewhat lower level than in the beginning of
the 1970s, while the growth in subscriber and privately
owned telecommunications equipment was relatively
weak. Group orders from the European market, excluding
Sweden, accounted for an increase of 24 percent, to $885.5
m., in 1978.

For the non-European markets as a whole, the increase in
order bookings was 44 percent, to $1,388.4 m. This increase
is attributable to sales successes in the Near East, primarily
in Saudi Arabia.

Many countries in Latin America are still suffering from the
consequences of oil price increases which caused a growing
portion of foreign currency to be allocated for oil imports.
The inflation rate in certain Latin American countries,
especially Argentina and Brazil, continued to be very high.
Group orders from Latin America declined by 11 percent,
to $521.6 m. Most of the decrease occurred in Brazil, where
the rate of growth in telecommunications has slowed in
recent years, partly pending a decision in principle on the
choice of a system for future expansion.

The growth in Australia continued to be low, but a number
of Government measures designed to stimulate investment
in industry resulted in a more favorable economic climate.

One of the consequences of the strains on the balance of
payments—primarily caused by the trend of oil prices—was
that the authorities increased their demands for exports in
many countries where the Group has manufacturing com-
panies. Great efforts were made to satisfy these demands
without causing conflicts between units within the Group.
An efficient organization in terms of administration, as well
as manufacturing and sales, and an outstanding technology
helped make 1978 a successful year for the Ericsson Group,
with definite breakthroughs in a number of different mar-
kets, primarily for the AXE telephone exchange system but
also for power and transmission equipment, radar and
alarm systems.

The political and economic situation means, however, that
the international competition is exceptionally severe and
that very great efforts have to be made if the Group is to
maintain and—if possible—strengthen its position.

These efforts, which are essential with respect to the fu-
ture, involve great costs which burden both income and
liquidity. Energies were therefore concentrated in 1978, to
an increasing degree, on strengthening the Group’s solidity
and liquidity and on raising the level of cost consciousness.

Order bookings

Order bookings rose sharply during 1978, reaching the
highest levels to date for a number of divisions within the
Parent Company and for a number of subsidiaries.

The contract signed in January, 1978 with the Ministry of
Communications of Saudi Arabia had an important impact
on the Group’s order intake. This contract accounts for
nearly 20 percent of the total. A report on how the contract
is treated in the Group accounts appears in the notes to the
financial statements on page 26.

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

($ Millions) 1978 % 1977 %
Public telephone

exchanges $1,365.4 51 $ 982.0 49
Subscriber exchanges,

telephone instruments

and intercom systems 3289 12 2359 12
Telex and traffic

signaling systems 98.2 4 82.0 4
Transmission equip-

ment and radio com-

munications systems 199.5 7 117.0 6
Military electronic

equipment and

development work 123.2 5 118.2 6
Cable, wire and

network equipment 3227 12 270.9 13
Components and other

Group products 187.5 7 1604 8
Miscellaneous 58.9 2 48.7 2

Total $2,684.3 100  $2,015.1 100

The volume of orders fortelephone exchanges with compu-
ter-controlled systems increased sharply in 1978, compared
with 1977.

There was also a substantial rise in contracts for telephone
exchanges with electromechanical systems. As aresult, the
volume of orders received for such systems in 1978 was still
larger than for systems with computer control. For the Par-
ent Company, in contrast, orders booked for computer-
controlled exchanges were higher than those for exchanges
with electromechanical systems.

A number of AXE exchanges were placed in service with
great success during 1978. Of special interest was the fact
that five AXE exchanges were completed and cut into
service in exceptionally short periods in Saudi Arabia. Ex-
changes of this type were also placed in traffic in Finland
and Italy.

In the field of subscriber exchanges, there was an increase
of 20 percent in orders, compared with the preceding year.
After the first large electronic ASD 551 exchange had been
placed in operation, orders were received for more than 80
units. The newly designed ASB 100 and 900 electronic ex-
changes were introduced successfully throughout the
world, with deliveries of the ASB 100 to customers starting
during the year.

Orders for telephone instruments increased 90 percent,
primarily due to the contracts in Saudi Arabia and with the
Swedish Telecommunications Administration and to large
orders from the Dutch telecommunications authorities. A
large part of the increase was accounted for by the new
electronic DBA 100 pushbutton instrument, DIAVOX.
The technically advanced AVE 100 intercom system was
well received in the world market,

Inthetelex and traffic signaling systems product group, the
AXB 20 telex system documented its competitiveness
through increased orders.

The international market for transmission equipment con-
tinued to be extraordinarily difficult. The competitive
picture changed but the pressure on prices persisted. As the
result of slightly improved demand, but primarily due to
intensified sales activity, orders received increased by near-
ly 70 percent.



The acquisition of Sonab Communications AB resulted in
an increased activity in the field of radio communications
systems. Substantial successes were scored with mobile
radio telephone systems and the wireless ERICALL
CONTACTOR personal paging system, which was intro-
duced during the year.

Delays in political decisions related to a future new
Swedish military aircraft caused a reduction in orders
booked in the domestic market for military equipment and
development work. The decline was, however, offset by
increased activity, primarily involving radar equipment, in
export markets.

Deliveries to Saudi Arabia of telephone cable and related
products for the so-called ATP project contributed
approximately half of the increase in orders for cable, wire
and network equipment. The remaining portion of the in-
crease was due to large orders for cables and network in-
stallations received by the Italian subsidiary, SIELTE.
Excluding the 1977 order figures for the LATINCASA
cable company, which was not consolidated in 1978, the
increase for this product group was approximately 35 per-
cent.

As a result of its customer-adapted development of com-
plex components, AB Rifa and its associated companies
contributed to an increase of nearly 40 percent in the
Group’s orders for components.

The geographical distribution of order bookings was as fol-
lows:

Change
($ Millions) 1978 1977 %
Sweden $ 4104 $ 3344 23
Europe (excluding Sweden) 885.5 713.2 24
Latin America 521.6 584.8 —11
Asia 631.6 139.7 352
Africa 115.0 153.2 -25
Australia, North America 120.2 89.8 34

Total $2,684.3 $2,015.1 33
Details of the trend of business in the various markets are
presented in the Year’s Review.

Production

Production capacity in the Parent Company’s plants in
Sweden that manufacture electromechanical systems and
products continued to be too high in 1978, relative to the
current work load. The degree to which capacity was
utilized was therefore unsatisfactory.

Additional plants were converted for the production of
electronic products and at year-end more than half of the
Parent Company’s Swedish factories were concentrating
on manufacturing of this type.

Computer-based aids of many types in the area of product
and production information helped to reduce the process-
ing time in manufacturing and contributed to increased in-
formation reliability.

The introduction of “total system testing” of complete
AXE exchanges as the final stage in the production pro-
cess, rather than carrying it out at the installation site,
drastically reduced the installation times for this system
compared with other systems produced by the Group.

8

Preparations for the conversion to the production of
electronic equipment proceeded on a broad front in many of
the foreign plants. In certain factories, such as those in
Australia and Spain, production of such equipment consti-
tuted a substantial part of total manufacturing in 1978. In
connection with this conversion operation there is an im-
portant transfer of technological know-how from the Par-
ent Company to the foreign units.

Group production facilities at year-end (including space for
materials handling) were distributed geographically as fol-
lows:

(Square meters) 1978 1977
Sweden: Parent Company 550,000 560,000
Other companies 270,000 280,000

820,000 840,000

Europe (excluding Sweden) 215,000 215,000
Latin America 210,000 232,000
Other countries 46,000 52,000

Total 1,291,000 1,339,000

The reduction in production facilities in Latin America is
due primarily to the fact that the LATINCASA cable
company is not included in 1978 figures, and to decreases
in the facilities in Brazil and Mexico.

The average number of workers employed in manufactur-
ing declined 6 percent during the year. The geographical
distribution of factory personnel was as follows:

1978 1977

Sweden: Parent Company 10,590 11,520
Other companies 2,720 2,410

13,310 13,930

Europe (excluding Sweden) 5,870 5,820
Latin America 3,780 4,790
Other countries 1,390 1,350
Total 24,350 25,890

The increase in the number of workers shown under ““Other
companies” in Sweden is due in part to the acquisition by
SRA Communications AB of Sonab Communications AB.
Of the decrease shown for Latin America, the LATIN-
CASA cable plant in Mexico accounts for 340 persons
while the rest of the decrease is attributable to the factories
in Brazil (570) and to other units in Mexico (170).

Technical development

Much of the research and development activity is carried
out within the Group’s Swedish companies. A substantial
part of the development of the main products in the area of
public telecommunications—telephone, telex and data ex-
changes, transmission equipment and telephone instru-
ments—is handled within ELLEMTEL, the development
company jointly owned with the Swedish Telecommunica-
tions Administration. In the field of telephony, the sub-
sidiaries and associated companies outside Sweden are re-
sponsible for substantial technical operations. These con-
sist in part of adapting Group products to local require-
ments. The companies also have Group responsibilities for
the development of special products.

Research and development costs in 1978 totaled $173.6 m.,
equal to 8 percent of Group sales.

A description of product development work completed and
in progress appears in the Year’s Review.
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The Nordic data network, which uses Ericsson’'s AXB 30 switch-
ing system, will be placed in service during 1979. Here, the
system is being tested in the laboratories of ELLEMTEL Devel-
opment Company.

Personnel

The total number of employees within the Group was as
follows:

December 31

1978 1977 Change

Sweden: Parent Company 20,220 20,320 — 100
Other companies 7,280 7,050 230

27,500 27,370 130

Europe (excluding Sweden) 18,730 18,480 250
Latin America 11,750 13,990 -—2,240
Other countries 3,420 2,980 440
Total 61,400 62,820 —1,420

Including the telephone operating companies in Argentina,
the total number of employees was 65,100 in 1978 and
66,370 in 1977. Supplementary information on the average
number of employees and wages, salaries and other remun-
eration paid appears in connection with the notes to the
financial statements on page 29.

The LATINCASA cable company in Mexico, which is not
included in the figures for 1978, accounts for 520 of the
reduction in the number of employees in Latin America. In
addition, the number of employees in Brazil was decreased
by 1,610, and in other Mexican companies by 280. In-

“
E
=
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creased activity in the production companies in Australia
resulted in an increase of 330 in the number of persons
employed in that country.

Training

Technical training totaling 350,000 student hours and in-
volving nearly 1,000 students from foreign customers and
subsidiaries was carried out during the year at Ericsson’s
International Training Center in Stockholm. This repre-
sented a more than 40 percent increase in this training
activity, compared with 1977, despite the fact that the latter
had also been a record year for the international program.
The number of students at the Center from the Swedish
sector of the Group was 7,000, corresponding to slightly
more than 270,000 student hours.

In addition, there were substantial investments in training
programs in the foreign companies. At Ericsson do Brasil,
200 courses totaling 180,000 student hours, and dealing
primarily with technical subjects, were conducted during
the year.

In Mexico, at the Centro de Entrenamiento Latino-
americano Ericsson, technical training of various types was
provided for 500 employees of Group companies and
customers in Mexico and for students from other Latin
American countries.



Management-Labor relations

The cooperation that has long existed between the man-
agements of the Group’s Swedish companies and the em-
ployee organizations was extended, in a positive manner,
within the framework of the new Swedish law on
codetermination in working life. In the Parent Company,
approximately 190,000 manhours, equal to about 10 hours
per employee, were consumed in information and negotiat-
ing activities during the year. The objective is to develop
more flexible and more efficient forms of work through
continuing simplification and decentralization of informa-
tion and contacts.

In the Group's foreign companies, the forms of manage-
ment-labor relations have been developed in conformity
with laws, agreements and practice in the respective
countries. An exchange of experience among the various
companies in the Group has contributed to this develop-
ment.

In Finland, the Finnish Parliament in June, 1978 adopted a
new law, effective in July, 1979, related to cooperation
within companies.

In Mexico, a Government decree established the rights of
employees to receive continuing training. A representative
committee has been set up within the Teleindustria com-
pany and given the task of developing such training.
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The Parent Company's new plant at Kungens Kwrva, south of
Stockholm.

Health services and the work environment

The medical and technical health services were developed
in the Group’s Swedish units in accordance with the objec-
tives defined in the legislation dealing with the work envi-
ronment that was adopted during the year.

There was a further increase in the exchange of experience
in the field of medical and health services between the
Group’s Swedish and foreign units.

Employee turnover and absenteeism

The economic situation in the labor market in Sweden and
many other countries continued to be weak, which prob-
ably had an effect onemployee turnover. The figures for the
Parent Company were as follows:

1978 1977
Factory workers 8.9 % 9.4%
Other employees 4.6 % 6.9 %

There was no major deviation from the preceding year’s
figures with respect to absenteeism due to illness. Calcu-
lated as a percentage of the total work year, including vac-
ation periods, the figures for the Parent Company were as
follows:

1978 1977
Factory workers 11.6 % 12.0 %
Other employees 4.5 % 4.7 %




Grants and scholarships

The first grants were made from ‘“The Marcus Wallenberg
Foundation for Scientific Research and Training,”
established in 1977. The sum of $116,000 was available for
distribution in 1978. Eight scholarships were awarded, five
to employees of the Parent Company in Sweden and one
each to employees in Group companies in Australia, Mexi-
co and Spain.

Results of Group and Parent Company operations

O Group net sales in 1978 amounted to $2,097.9 m., an
increase of 15 percent over 1977 sales of $1,821.5 m., which
had been 7 percent higher than in 1976. The geographical
distribution of Group sales was as follows:

Change

($ Millions) 1978 1977 %
Sweden $ 3235 $ 2985 8
Europe (excluding Sweden) 777.2 661.7 17
Latin America 495.1 541.9 -9
Asia 283.1 141.2 100
Africa 126.8 84.4 50
Australia, North America 92.2 93.8 -2
Total $2,097.9 $1,821.5 15

Due primarily to sharply increased invoicing in Saudi
Arabia, sales in the Asia market area rose from 8 percent to
13 percent of the Group total. The percentage of sales in
Latin America declined from 30 to 24 percent, while
Europe (including Sweden) accounted for 52 percent of
sales in both years.

The distribution of Group sales by product category was as
follows:

($ Millions) 1978 % 1977 %
Public telephone

exchanges $1,017.0 49 $ 9029 50
Subscriber exchanges,

telephone instruments

and intercom systems 2855 13 241.6 13
Telex and traffic

signaling systems 80.9 4 69.8 4

Transmission equip-

ment and radio com-

munications systems 143.2 7 119.5 7
Military electronic

equipment and

development work 93.2 4 72.0 4
Cable, wire and

network equipment 2649 13 2344 13
Components and other

Group products 1548 7 137.7 7
Miscellaneous 58.4 3 43.6 2

Total $2,097.9 100 $1,821.5 100

The trend of selling prices was uneven. In general, only
price increases that corresponded to increases in man-
ufacturing costs could be posted. Competition was severe
and price reductions for certain products were necessary in
order to maintain market shares.

The same prices established for sales to external customers
are applied in intra-Group sales, except that the elimination

of certain costs in transactions between Group companies
is taken into consideration.

New factory of Compaiiia Anénima Ericsson at Valencia,
Venezuela.

Teléfonos Ericsson’s new plant in Quito, Ecuador.

New plant of Thorsman & Co AB in Nykdping, Sweden.



O Cost of products and services sold increased 13 percent,
compared with 1977, as against an increase of 15 percent in
invoicing. The margin (difference between net sales and
cost of products and services sold) for the Group was 1.1
percentage points higher than in the preceding year.

Wages and salaries, including social costs, of employees in
Sweden who were covered by collective agreements rose
about 10 percent. The trend of wages and salaries in the
foreign plants was uneven.

World market prices of metals purchased for use in the
Group’s manufacturing were somewhat higher in 1978 than
in 1977, while the prices for plastics were unchanged.
Prices of electronic components continued to decline. Fol-
lowing the close of the year, there were steep rises in the
prices of copper, an important raw material for the Group,
and of several types of plastics. The devaluation of the
Swedish krona in 1977 increased the cost of a large portion
of the purchases made for the Swedish sector of the Group
in 1978.

[ For the Group, other operating income consists primari-
ly of license fees from non-Group companies which man-
ufacture Ericsson products under agreements with the Par-
ent Company. In the Parent Company, other operating in-
come also includes license fees from subsidiaries, which
are eliminated in the Group income statement.

O Overhead expenses increased 19 percent, to $679.7 m., in
1978, compared with an increase of 14 percent, to $570.1
m., in 1977. Group overhead expenses increased by 1.1
percentage points relative to Group sales.

The number of Group employees engaged in technical,
sales and administrative work increased insignificantly dur-
ing the year.

The level of wages and salaries, including social costs, for
personnel in Swedish offices and plants who are not cover-
ed by collective agreements increased by about 9 percent,
compared with 13 percent a year earlier. Of the employees
in this category, 55 percent are located in Sweden.

Overhead expenses include realized exchange losses on
transactions in foreign currencies of $35.6 m. for the Group
in 1978, compared with $2.6 m. in 1977. In the Parent Com-
pany there was an exchange loss of $32.7 m. in 1978, com-
pared with a gain of $8.6 m. in 1977. During 1978 $26.0 m. of
the exchange losses pertained to realized losses in connec-
tion with the early redemption of long-term loans totaling
Sfrs 155 m.

Excluding the exchange losses on these loans, the increase
in overhead expenses in 1978 was 15 percent for the Group
and 19 percent for the Parent Company.

Selling, technical and general overhead expenses also in-
clude unrealized exchange differences of $2.4 m. related to
the Parent Company’s assets and liabilities in foreign cur-
rencies. In 1977 the comparable figure was $12.5 m.

[0 Depreciation of property, plant and equipment a-
mounted to $76.4 m. in 1978, compared with $70.5 m. in
1977. In addition, nonrecurring write-downs of buildings,
machinery and other fixed assets were made in the amount
of $43.5 m. ($26.5 m.) through charges against investment
reserves.

The total depreciation taken for the year on property, plant
and equipment is higher than the amount would have been if
a uniform depreciation schedule had been applied through-
out the Group.

O Interest expense amounted to $97.6 m. in 1978, compared
with $95.8 m. in 1977. Net interest expense (the difference
between interest income and interest expense) improved by
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$16.7 m. ($4.9 m.), mainly due to larger advances from
customers.

O Income before foreign exchange translation differences
was $211.6 m. in 1978 and $159.1 m. in 1977.

O Foreign exchange translation differences arising in con-
nection with the translation of foreign subsidiaries’ balance
sheets from foreign currencies to Swedish kronor
amounted to $43.9 m., compared with $30.5 m. a year
earlier. They were attributable primarily to net exposed
assets in Argentina, Brazil, Italy and Mexico.

O Group income before special adjustments and taxes was
$167.7 m. in 1978, compared with $128.6 m. in 1977.

Special adjustments and net income

In Sweden and a few other countries, appropriations to
various reserves and funds are deductible for income tax
purposes. Further details on the Swedish regulations in this
area appear in the notes to the financial statements.
Appropriations of this type, which are not operating ex-
penses, amounted to $41.8 m. in 1978 and $19.9 m. in 1977.

The appropriation for 1978 includes $7.0 m. ($7.0 m.) allo-
cated to a special reserve for nonrecurring currency ex-
change fluctuations to which the Group may be vulnerable
through its exposure of monetary assets and liabilities in
subsidiaries in various countries.

After provision for income taxes in the amount of $45.3 m.
($51.4 m.), the Group recorded a profit of $80.6 m. in 1978,
compared with $57.3 m. in 1977. Minority interest in Group
profit was $10.8 m. ($12.5 m.).

Group net income for the year was $69.9 m., as against
$44.8 m. in 1977.

If the Group’s reported net income of $69.9 m. ($44.8 m.) is
increased by the appropriations noted above and then re-
duced by the income taxes that would have been paid if the
special adjustments had not been made, adjusted net in-
come of the Group in 1978 would have been $93.0 m., equal
to $4.27 per share, compared with $62.6 m., or $2.87 per
share in 1977.

Capital expenditures and financing

During the year the Group invested $116.5m. ($127.5m.) in
property, plant and equipment. Capital expenditures in
Sweden amounted to $76.2 m. ($87.8 m.) and pertained
primarily to production and testing equipment and the final
stages of the most recently constructed facilities for the
Parent Company and AB Rifa. Investments in the foreign
companies amounted to $40.3 m. ($39.7 m.) and were virtu-
ally entirely for production machinery and other equip-
ment.

As shown in the Consolidated Statement of Source and
Application of Funds on page 20, the Group’s self-financ-
ing was on the same high level as during the preceding year.
Working capital increased by $87.2 m. ($77.8 m.). The
sharp rise in liquid funds was related to advances from
customers.

During the year the Parent Company issued Swedish bonds
in the amount of S.Kr. 100 m. ($23.3 m.). In addition, two
bank loans, in the amounts of Saudi rials 90 m. and 45 m.,
respectively, as well as a multi-currency loan in the amount
of US $45 m. were taken up. Three long-term debenture
loans totaling Sfrs 155 m. were repaid ahead of schedule.

Changes within the Group

During 1978 SRA Communications AB (SRA) purchased
all of the shares in Sonab Communications AB, which at






the date of acquisition employed a total of 400 persons in
Sweden and abroad. SRA also formed a wholly owned
sales company, Communications SRA, S.A.R.L., in
France.

Dansk Signal Industri A/S (DSI), Denmark, acquired all
the shares in Brdr B & E Hansen A/S, which has handled
installations of street signaling systems for DSI for many
years.

FATME, Italy, purchased a 55 percent interest in A.R.E.
Applicazioni Radio Elettroniche S.p.A. in Castellanza, a
manufacturer of electronic equipment.

Teleric Pty. Ltd., Australia, (TLA), acquired all the shares
in Conqueror Cables Pty.Ltd., an Australian cable man-
ufacturer. The latter company, following a merger with
Pirelli’s subsidiary in Australia, is a part of Pirelli Ericsson
Cables Ltd., in which TLA holds a 50 percent interest.
Through a restructuring, Regina Intressenter AB, in which
Sieverts Kabelverk AB (SKV) owned 50 percent of the
shares, was liquidated and Forvaltnings AB Elektrounion,
Stockholm, a holding company for electrical installation
firms, in which SKV holds a one-third interest, was formed.
Bofa Kabel AB, Sweden, in which SKV has a 50 percent
shareholding, acquired all of the shares in Tocksfors Verk-
stads AB, which produces cable and wire for the machinery
and computer industries.

A new issue of shares in FICAP, the cable company in
Brazil, increased Ericsson’s holding to slightly more than
46 percent.
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Monitoring unitin ALARMCOM, a centralized system forefficient
alarm communications —from LM Ericsson Telemateriel AB.

In connection with new issues of shares, for which local
interests were invited to subscribe, 14 percent of the shares
in Ericsson de Colombia S.A. and 4 percent of the shares in
FACOMEC S.A., the cable company, were acquired by
Colombian citizens.

Following the sale of shares to local interests, Ericsson’s
holding in its former subsidiary, LATINCASA, the cable
company in Mexico, amounted at year-end to 49 percent.
Ericsson sold shares in Société des Téléphones STE
(Thomson Ericsson), formerly Société Francaise des Télé-
phones Ericsson, in France, thereby reducing its holding to
33!/s percent.

Thorsman & Co AB, Sweden, restructured its sales office
in England to form an independent, wholly owned com-
pany, Thorsman & Co (UK) Ltd.

Transfers of shares, new issues of shares and stock di-
vidends have been effected in a number of Group com-
panies without changing the Group’s relative holdings in
the companies.

In February, 1979 LM Ericsson and Ericsson do Brasil
were approved as suppliers of computer-controlled tele-
phone exchanges in Brazil. In connection therewith an
agreement was reached covering the transfer of the voting
majority of the shares in Ericsson do Brasil to Brazilian
interests.



Outlook for 1979

Capital expenditures in the public sector in many countries
will again during 1979 be affected by the uncertain
economic trend. In certain cases needed increases in tariffs
by the telecommunications administrations will fail to
materialize or will be limited as a step in the control of
inflation. Despite these conditions, however, it is likely
that order bookings will be on a level that is satisfactory for
the Group since the administrations, after several years of
restrained purchasing, have consumed large parts of their
reserves of material.

The outcome for 1979 is difficult to estimate because the
Group’s activities cover many countries. However, a
reasonable forecast is that income before special adjust-
ments and taxes will exceed that which was achieved in
1978. This assumes that unfavorable currency changes will
be of limited dimensions and that major political upheavals
do not occur. Contributing to the anticipated growth in
income are the successes in marketing the Group’s new
systems which now start to materialize in deliveries to
customers.

Plating of printed circuit board, using highly automated equip-
ment, in the printed circuit board plant in Norrkoping, Sweden.

Parent Company

The following supplements information on the Parent
Company provided above.

Of sales totaling $897.6 m. ($692.2 m.), $774.9 m. or 86
percent were attributable to exports. In 1977 exports ac-
counted for $581.6 m. or 84 percent.

Consolidated companies accounted for 29 (38) percent of
Parent Company sales and for 35 (40) percent of the Parent
Company’s total purchases of goods and services.

After special adjustments and provision for taxes, the
Company reported net income of $30.9 m. in 1978, com-
pared with $28.3 m. in 1977.

Reference is made to the accompanying income state-
ments, balance sheets and statements of source and appli-
cation of funds of the Group and Parent Company which,
together with the notes to the financial statements on pages
17—29, constitute an integral part of the Annual Report.




Proposed disposition of unappropriated earnings in the Parent Company

As shown in the statement on page 29, there are available for disposition by the stock-
holders at the Annual General Meeting—in addition to a General reserve of
$22,639,000—unappropriated earnings totaling $36,870,000. The Board of Directors pro-
poses that this sum be disposed of as follows:

To stockholders duly registered on the record day,

a dividend of S.Kr. 5.50 pershare ................. $27,869,000
To be retained in the business ...................... 9,001,000
$36,870,000

Stockholm, March, 1979

BJORN LUNDVALL
JAN WALLANDER  PETER WALLENBERG
AKE ANDERSSON  NILS BERGGREN  BERTIL BJUREL
LENNART DAHLSTROM  LARS-OLOF EKEBERG  GUNNAR LAGERGREN  ALLAN OSCARSSON

BJORN SVEDBERG
President



Consolidated Income Statement D SUBSIDIARY COMPANIES

1978

1977

Thousands of US dollars

Nt sales o i e s O e e S $2.097.871 $1.821.542
Cost of products and services SOId ... ... i ittt i i 11552151 1.005.492
962.740 816,050
(Il OperatiNg TeVeNUEC. i o vesis s s S s o o ol e s o s s et e b o e 17.373 19.447
980.113 835.497
Selling, administrative. research and development eXpenses ............ccvvvvrrerrerarannnns 679.682 570.090
DDEDPECIATION. et viereic ottt e e TS oo e s a e o oo a0 e ot o Lo 55 e o et o o e B (Note 8) 76.389 70,484
224,042 194.923
Share in net income of unconsolidated subsidiaries and associated companies ................ 15,427 7.684
Financial income
LB T\ e [ T o e o o P s 408 303
InterestinCOME i e b e Pl S e e e R S R e 72,207 53,709
72,615 54.012
Financial expense
Interest and other financial EXPenSe . ... ...ttt ittt e 100.442 97.520
Income before foreign exchange translation differences............ 211,642 159.099
Foreign exchange translation differenices: c i vimihisidat i it e s ot fafehsseaasatiago et o soviwioss 43.908 30519
Income before special adjustments and taxes............ 167.734 128.580
Special adjustments (Note 3)
Transfer to special reserve for accounts receivable and investments outside Sweden
(including allocation for future foreign exchange rate variations of $6.977 (86.977)) ....... 6.546 5.413
Transfer 1o special INVENTOTYITESEIVE = ciie i o onisnisio il aiets et e latals Sataia e v 35793 10,634
Transfer to reserve for future INVesStMeENts .........covvnuiiiiiinirennsrarrnanannaaaeenns 1.673 5.500
Transfer from special reserve for future investments .........c.cveiiiiiiiiiiiiieennnnnas - (50)
Environmental improvement expense charged againstthe reserve ................ooiiiiann (2.226) (1.557)
41.786 19.940
Income before taxes............ 125.948 108,640
B e L B L L o1 L) i o e e S e R e e e P o e e U 3 S Py e B e i 45,308 51,365
80.640 57,275
MinoOmty InTere st e e o e s L T S e 10,775 12,467
Netincome............ $ 69,865 S 44808

As stipulated by the Swedish Companies Act, last year's comparative figures are not restated to take account of changes in the

Group's structure.

The United States dollar ts in the Fi ial Stat ts rep t lati from
Swedish kronor at the parity hange rate at D ber 31, 1978 of S.Kr. 4.30 to $1.00.
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i TELEFONAKTIEBOLAGET LM ERICSSON
Consolidated Balance Sheet AND SUBSIDIARY COMPANIES

December 31
ASSETS 1978 1977

Thousands of US dollars

CURRENT ASSETS
Gash wndiienbisn i entinnnn s s s e B $ 397.780 $ 270.001
Notes and accounts receivable — trade (less provision for
doubtful accounts, 1978: $9,345; 1977: $9.273) .. .oonnn... (Note 4) 704,342 793,619
Inventories (less advance and progress payments,
19755133 5925 - J977=RI48.:515Y i e et e (Note 5) 841,744 781.020
Other current @ssets .........ooiiiieireiiiiinnnnnnnnnn (Note 6) 156,025 99,417
2,099,891 1,944,057
RESTRICTED BANKDEPOSITS .. e e e (Note 3) 12,974 16,758
LONG-TERM ASSETS
Notes and accounts receivable —trade ...................... (Note 4) 174,748 155,099
Otherinvestments i n s st i s b s (Note 7) 9.910 7,310
Other long-1erm @SSeLS .. ... v et e e e e e e e e e e e 12,189 11,403
196,847 173,812

INVESTMENTS IN SUBSIDIARY AND ASSOCIATED COMPANIES

Investments ...... e e s e e R e (Note 7) 146,511 117.886
Accounts receivable . ... ... .. 46,732 40,917
193,243 158.803
INVESTMENT IN TECHNICAL DEVELOPMENT PROJECTS ... ..ottt e e 3,488 3,488

PROPERTY, PLANT AND EQUIPMENT (Note 8)
STe [ R S e ANCERE . i, e B B, SN S0l ey e B O . 965,540 886.561
Eess—Accumilated dEpPreciBtion |« oo s e b e s 582,577 435,050
382.963 401,511
Revaluation, mel oot or i s s e e e e e e s 79.639 85,649
462,602 487,160

1978 1977

ASSETS PLEDGED TO SECURE INDEBTEDNESS ... $374.831 $358,961 (Note 12)

TOTAL ASSETS $2.969.045 $2,784,078
18 The United States dollar in the Fi ial St represent ions from

Swedish kronor at the parity exchange rate at D ber 31, 1978 of S.Kr. 4.30 to $1.00.



LIABILITIES AND STOCKHOLDERS’ EQUITY

December 31
1978 1977

Thousands of US dollars

CURRENT LIABILITIES
BaADK OIS (oo e e o e o e oo e e R S (e P B e e e Y e $ 147.630 S 209,979
Accountspavable=trade ;i v s e e e 105.438 86.446
Advances from CUSIOMErS . ...ttt i i ie e et et i neenn 331.891 219,559
Accruedincome and Other TAXES v i v e s s fetei e o aarn e pele e o sSera e 64.943 71,177
Othercumenthabilities: o -oa oo e o s e e (Note 9) 347,453 341.555
997,355 928.716
LONG-TERM DEBT
Debentures (net of unrealized exchange differences,
1978: 816,121; 1977: 344,385) oo et (Note 10) 285.260 322,952
Otherlong-term iabilifle sy o e e e 323,973 253.204
609,233 576,156
PENSION AND SIMILAR PROVISIONS oo o o i i s i s e e e s o s e ot 238.916 204,844
SPECIAL RESERVES (Note 3)
Special reserve for accounts receivable and investments
outside Sweden - o e e e 88.673 82.201
Special INVeNIOry MeSeIVe . ...ttt e e ii e ie e iiieeian s 238,010 201,697
Réserve for future INVESIMENtS civinc i oh o bk s st 28.050 66.554
Reserve for environmental improvements ..................c.couvnn... 6.597 11,693
Special reserve for future investments .................. g N ] 69 208
361,399 362.353
MINORITY INTEREST IN STOCKHOLDERS " EQUITY ... ..o v v it s hniesissi s s 94 981 89,378
STOCKHOLDERS’ EQUITY (Note 11)
Restricted
Capital Stock vvn oo s o i e e e T e 253-355 253,355
Reserves not available for distribution .............. ... ... ... ... 257,660 238.881
511,015 492 236
Unappropriated earnings
Retained eamings .............iiiuniiiiiiiiieeieeeennnennnnnns 86.281 85.587
Netincome forthe VEar i i i e et arsvoes 69,865 44 808
156,146 130,395
667,161 622.631
1978 1977
CONTINGENTLIABILITIES ................ $61.984 $51.920 (Note 12)
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $2.969.045 $2.784.078
The United States dollar ts in the Fi ial Stat t: t translations from 19

Swedish kronor at the parity exch rate at December 31, 1978 of S.Kr. 4.30 to $1.00.



Source and Application of Funds

Consolidated Parent Company
1978 1977 1978 1977
Thousands of US dollars
SOURCE OF FUNDS
Net income (including minority interest) ................. $ 80,640 S 57,275 $ 30,890 $28,258
DIePrecialion = o s osr s e e e 76,389 70,484 30,380 25,092
Pension and similar provisions ...................uun... 34,073 35,828 17,864 14,482
Special adjustents: oo 0 i et 41,786 19,940 14,087 3,772
232,888 183,527 93,221 71,604
Decrease in restricted bank deposits .................... 3,784 10,504 1,648 8,644
Salelof stocks - =i it et s s e e e e - - 1,779 7.167
Sale of property, plant and equipment ................... 21,914 13,302 1,880 663
Increase in long-termdebt .............ciiiiiiinnnn... 33,077 3,868 47.810 4,964
58,775 27,674 53,117 21,438
$291,663 $211,201 $146,338 $93,042
APPLICATION OF FUNDS
Transfer of pension provisions and special reserves ....... $ — 3 = $ (6,930) $ 1,901
Additions to property, plant and equipment .............. 116,485 127,504 50,495 43,427
Investment in stock (consolidated: net investment) . ...... 33,595 3,587 12,355 48,198
Increase (decrease) in long-term assets .................. 26,251 (24,438) 13,951 46,421
Dividend paid . .........ovuurreiie s 28,137 26,786 25.335 25,335
204,468 133,439 95,206 165,282
Increase (decrease) in working capital ................... 87,195 77,762 51.132 (72,240)
Increase InCash . .........ouemmenn e, 127,779 60,963 107,880 62,075
Increase (decrease) in inVEntoOries ..........cuoeveusuuunns 60,724 (26,263) 33,205 18,911
Increase (decrease) in notes and accounts receivable and
Other cMIzentassets: Looo o v be o Lo b e (32,669) 168,404 61,774  (204,708)
Decrease (increase) in current liabilities ................. (68,639) (125,342) (151,727) 51,482
Increase (decrease) in working capital ................... $ 87,195 $ 77,762 $51,132  $(72,240)
20 The United States dollar in the Financial Stat

rate at

Swedish kronor at the parity h

ts rep it lations from
ber 31, 1978 of S.Kr. 4.30 to $1.00.



Parent Company Income Statement TELEFONAKTIEBOLAGET LM ERICSSON

1978 1977

Thousands of US dollars

S o e e s e S e e e e o o B B s S e b s s $897.604 $692.175
Gost of products and services Sold <o oot it st i e e e e R e e 509.236 393,553
388.368 298.622
Other OPeratiNg FeVENUE . ...ovvetnonnoonnnnannnnasssssasnssnssssrasesnssassssonsnssnses 33.284 34,587
421.652 333.209
Selling, administrative, research and development expenses ............cooiiiiniinennn.. 353,692 276,346
E) e PYeCTATION iesaias oo ol e R o BT T o s oot S o e (Note 8) 30.380 25,092
37.580 31.771
Financial income
A T 2 000 b iy o P e e ey e R T s o ey D o o e e S P e o e (Note 1) 20.091 13.526
INTETeST INCOMIE. i e e o et b s e o B St i e om0 s AT et et St o e 49.721 33.891
69.812 47.417
Financial expense
Interest and otherfinancial EXpense .o cin s e e ot et T o e et s e s 48.525 45.837
Income before extraordinary items............ 58,867 33.351
EXtraordiNarVANCOMIE i ir it it iston e fotoie mintosints it e e e et s s e o e+ oS 0a s s S st e (Note 2) 4.076 15,270
EXtraordinary EXpense | . iisnr e s s et s A R S S s e (Note 2) 934 6.219
Income before special adjustments and taxes............ 62.009 42.402
Special adjustments (Note 3)
Transfer from special reserve for accountsreceivable ..o, (3.185) (10.819)
Fransferioispecial INVentoryireserve Lot oo aa te s e e e 19,093 15.930
Environmental improvement expense charged against the reserve ......................... (1.821) (1.339)
14.087 3.772
Income before taxes............ 47,922 38.630
BaAXES Ol INCOIME L e T D sy et T 17,032 10.372
Netincome............ $ 30.890 S 28.258
The United States dollar ts in the Fi ial S ts represent lations from 21

Swedish kronor at the parity ge rate at D ber 31, 1978 of S.Kr. 4.30 to $1.00.




Parent Company Balance Sheet

TELEFONAKTIEBOLAGET LM ERICSSON

December 31
ASSETS 1978 1977
Thousands of US dollars
CURRENT ASSETS
Gash: o T e s e $ 303,825 $ 195,945
Notes and accounts receivable —trade
SUbsidiany COmMpaiiies (s e g (Note 4) 93.342 82.191
Other (less provision for doubtful accounts,
1978183333 QT T SO vt siutoivies e v rissratstals bess e s Al (Note 4) 209,680 184,921
Inventories (less advance and progress payments,
JO78: 534 266 1977327 898) i comoiiiis bt S s (Note 5) 387.590 360.755
Other CUTTeNt ASSelS i e s e s e e e el (Note 6) 68,195 42,332
1,062,632 866.144
RESTRICTED BANK DEPOSITS . ...ttt e e (Note 3) 7.209 8.856
LONG-TERM ASSETS
Notes and accounts receivable —trade
Subsidiary:companies| s o e L (Note 4) 5.634 7.406
Other v s s e (Note 4) 103,600 111,622
Other INVeStMENtS . ...ttt e, (Note 7) 4.560 4.556
Cthe Ll Or ST e TN S e TS e R et e 782 866
114,576 124,450
INVESTMENTS IN SUBSIDIARY AND ASSOCIATED COMPANIES
Investments (Note 7)
Subsidiary companies e e e 207.644 204,547
Associated cOMPaNies: . nonntunb s i s L 42,716 35.240
Accounts receivable
Subsidiary companies ... ... 87.535 63.651
Associated companies «iu i asa s el 10.619 10,675
348.514 314,113
INVESTMENT IN TECHNICAL DEVELQPMENT PROJECTS . . . ... ..nneenessnnnione s 3.488 3.488
PROPERTY, PLANT AND EQUIPMENT (Note 8)
G T e T et e el s e s SIS o i 360,258 316.663
Less—Accumulated depreciation ...............ooouuieeeinnannnnnn. 244.410 206,443
115.848 110.220
Revaluation, net . ........... .ottt e e 53.858 56.840
169,706 167.060
1978 1977
ASSETS PLEDGED TO SECURE INDEBTEDNESS . .. $224.994 $228,757 (Note 12)
TOTAL ASSETS $1.706.125 $1.484.111
22 The United States dollar ts in the Fi ial Stat resent translations from

rep
Swedish kronor at the parity hange rate at D ber 31, 1978 of S.Kr. 4.30 to $1.00.




December 31

LIABILITIES AND STOCKHOLDERS' EQUITY 1978 1977

Thousands of US dollars

CURRENT LIABILITIES
B AN OANST o oo irer s arar e e e e e et e e e e e e e $ - 2671 § 2481
Accountsipayable=trade .. s v s o s e e 37.511 27.693
Advances from CUSIOMETS . ....ovtuitnuninernernnrnneennenannnennss 188.068 61.037
Accrued income and Other TaXeS it s i e h s e e ta et 2 11,278 650
Accounts payable to subsidiary companies ............ciiiiiiiaaana.. 9.349 14.209
Other current liabilities .............ccccciiuiieiennnnennnns (Note 9) 158.127 155.577
407,004 261.647
LONG-TERM DEBT
Debentures (ner of unrealized exchange differences.
19785516120 1977 $44:385) s cn v s sisrars i clovs sy atass (Note 10) 285.260 322,952
Long-term payables to subsidiary companies .................. ... 10.138 12.020
Other long-term liabilities ............. oo i 152,976 65,591
448,374 400.563
PROVISION FOR PENSIONS | .o o i o viae o i s oo s s i e o e o i e e s e et 124.691 106.827
SPECIAL RESERVES (Note 3)
Special reserve for accounts receivable ....... ... .. ...l 67.835 71.020
Special inVentoOrY TESeIVE ot ol i d e s s SR e s e A s 216,832 197.740
Reserve forfuMreanvestments: = oo oo vancemne oS e s 10.675 17.034
Reserve for environmental improvements .............c.oeevvuiennnnnnn 6.063 10.183
301.405 295,977
STOCKHOLDERS®’ EQUITY (Note 11)
Restricted
DAL S TOC K e e 253,355 253,355
Reserves notavailable for distibition: --ov aiminn bl v 111,787 111.787
365.142 365,142
Unappropriated earnings
General resenve s cuai ol sl e e e e 22,639 22,639
L o [l R o Ty Py S N Sy PO e DO s A S 5.980 3.058
Netiincome forthe year’ ... ovinoeiine. e e 30.890 28,258
59.509 53.955
424 651 419,097
1978 1977
CONTINGENTLIABILITIES ................ $99 817 $127.710 (Note 12)
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $1.706.125 S1.484.111
The United States dollar ts in the Fi ial S ts represent translations from 23
Swedish kronor at the parity hange rate at D ber 31, 1978 of S.Kr. 4.30 to $1.00.




Investments in shares and participations at December 31, 1978

Shares directly owned by Parent Company Percentage Par value Carrying
of owner- in value in
Subsidiaries in Sweden ship millions USS millions
| LM Ericsson Telemateriel AB (LMS) ..ottt e e e e eeeeannns 100 SEK 30.0 7.0
I ABRIMARIEY e e e T g 100 58.0 11.4
I Sieverts Kabelverk AB (SKV) e Do aions o n s e e 100 140.0 32.6
I SRA Communications AB (SRA) . ...ttt eieaeraaiannns 71 33.8 10.5
I Ericsson Telephone Sales Corp. AB(ESS) . ....oiiiiiiiiiii i iieens 100 — =
INGCAB Anlis (AUL): e L R e D e 100 14.0 1.4
1V Mexikanska Telefon AB Ericsson (MTE) oo caiitiiissh vt it e e 100 32.4 8.0
N CELLEMTEL Utvecklings: AB(BEUIA): 7wl e s e 50 5.0 1.4
Subsidiaries outside Sweden
Europe
1 Dansk Signal Industri A/S(DSI) ......... e Denmark 100 DKK 10.0 1:7
I LMEricsson A/S(LMD) .....coiiiniiiie e i ceiveeeeaannans Denmark 100 DKK 40.0 9.0
1 v MEEnCSSonAD (L ME) R ase (06 o s I S S i A S Finland 100 FIM 25.0 10.3
| Eticsson Belgium sa/nv (ERBY ocobon cnnvinnon caimee s i it Belgium 40* BEF 6.0 0.2
I RIEAS-ACIREE) o oot il et e b BV e e e i OB France 100 FRF 11.0 2.4
I EM Encsson Ltd: (EMEY o ccamn s cnein i i o n s o oo e Ireland 100 IEP 0.3 0.3
I Ericsson Telefoonmaatschappijbv (ETM) ..................... The Netherlands 100 NLG 15.0 7.6
| Soc..Eticssonde Portugal Tdai (SEP). . ol s e Portugal 100 PTE 15.0 0.3
I ErcSSon AG (EAS) s b b s it et o s e e et Switzerland 100 CHF 15 0.4
I Industrias de Telecomunicacion S.A. (Intelsa) (ITS) .....ooiinnnennnnn... Spain 50* ESP 600.0 9.5
| EM Encsson S A (LES) . o o e e Spain 100 ESP 75.0 1°5
I Ericsson Centrum GmbH (CEH) ....... ... ... ..., Germany 100 DEM 4.0 1.4
1V Production Control (Ericsson) Ltd. (PCE) .................... United Kingdom 100 GBP 2.2 4.5
IV Swedish Ericsson Co: L. (SEL). “rooin: i i ia b United Kingdom 100 GBP 3.3 8.1
IV SETEMER S p A (STM) i oo vt s i e Ttaly 51 ITL 6.600.1 6.6
U.S.A. and Canada
I LM Ericsson Telecommunications Inc. (LMU)  ........................ USA. 100 USD 1.0 0.3
I LM Ericsson Limited — LM Ericsson Limitée (LMC) .................. Canada 100 CAD No parvalue 0.6
IV, The Ericsson Corporation (TEC) o:o. ioveriis voisin v sieen i s LS A 100 UsSD No parvalue -
Latin America
I ClaErcsson S A C I (CEAY ol e e e e e Argentina 100 ARP 770.0 0.6
1 Industrias Eléctricas de Quilmes S.A.(IEQ)  ......ocvviniinniennnnn. Argentina 100 ARP 5.860.0 1.6
| Ericsson do Brasil Comércio e IndistriaS.A.(EDB) ..................... Brazil 92 BRC 1.301.9 41.3
I Cia Encssonide Chile S:A: (CEC) Ftnns o i e Chile 100 CLE 0.3 0.3
I Ericsson de Colombia S.A. (EDC) ... iiiiieaaan. Colombia 76* (0(0) 17.6 1.0
1 Fibricas Colombianas de Materiales Eléctricos Facomec S.A. (FAC) .. Colombia 5% COP 252 0.2
I Telefonos Ericsson CIAATEE). & i in i e e aa oo Ecuador 100 ECS 17.0 0.6
I Telefonos:Enicsson:SiA(TEM) v s e Mexico 100 MXP 9.9 0.8
I Teleindustria Ericsson S A (TIM) ... ... it iieaennnn Mexico 60 MXP 214.5 12.8
I Felequipos S AL E R ) e e = R e R R Panama 100 USD - -
I Cia Encsson SCAC(CEP)Y: it cinaa s i e L S e e Peru 100 PES 5.6 0.1
I Cia Encsson S:A(CEU) Jovotiiinneiai s n i e Uruguay 100 UYP 0.1 0.3
I Cia Andpma EncssoniCEVY | st oo e e e Venezuela 100 VEB 10.0 2.4
Other countries
| LM Ericsson (Nigeria) Ltd. (LMN) ... ... i Nigeria 45% NGN 0.2 0.4
1 Ericsson (Zambiay Lid: (EZZ). .. o e e e e s e Zambia 100 ZMK 0.2 0.2
| Ericsson Telecommunications Sdn Bhd (ECM) ....................... Malaysia 70 MYR 2:1 0.9
Other: b s e e s L e e 2.7
Total consolidated subsidiary companies 203.2
Telephone operating companies
IT Cia Argentina de Teléfonos S.A. (CAT) .........ccviiiiiniiiiiinnnn Argentina 78 ARP 13.440.2 2.5
I1 Cia Entrerriana de Teléfonos S:A(CET) oivsinisvis dvivsiisni et Argentina 86 ARP 3,289.5 1.9
Total telephone operating companies 4.4
Total 207.6
Associated companies
1 GNT AUTOMATIC AIS(GNT) ivecrvisiimmvaiasor: ST Denmark 49 DKK 20.1 0.5
I A/S Elektrisk Bureau (EBN) . ... ... i Norway 25 NOK 23:2 8.4
| Société des Téléphones STE (Thomson Ericsson) (STE) ................ France 33 FRF 21.6 11.5
I Fios e Cabos Plasticos do Brasil S.A. (Ficap) (FCB) .........ccoovviiinn.. Braczil 46 BRC 176.4 14.0
I Sielte S.A. Instalagdes Eléctricas e Telefonicas (SEB) ...... S R Brazil 7* BRC 2.6 -
1 Latinoamericana de Cables S.A.de C.V.(LCM) .........ccoiiriiennnn.. Mexico 49 MXP 89.7 4.7
1 Simco Ericsson Ltd. (SET) ..o et ii e e Iran 40 IRR 220.0 3.5
I EncssontIndia LS (BIL) oot o ot s e i sl e fom s i e et India 40 INR 0.7 0.1
Total associated companies 42.7
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Percentage Par value Carrying

of owner- in value in

Other companies ship millions USS millions
LEMT (Le Maténiel TElEphonique) ..o -iiviniminminimun s s aravsiesisinsions France 3 FRF 1.8 4.2
Adelanvestment:GCoaSiAs ot e ne e e s Luxembourg UsD 0.2 0.1
SHda VeSS IMenE O S A e iseieia aishusitialelslaiate s itaioisiare) stelal atabate Luxembourg UusD 0.1 0.1
OthEr:. <. ool v et et i N o e i 0.2

£
=

Total other companies

Shares indirectly owned by Parent Company

Subsidiaries
1 Kabmatik AB(KAB) ..ottt ittt ee e aaeaeenaaans Sweden 100 SEK 3.0
I Sonab: Communications AB (SONY: ... o iomnins s sinis smiais siaiomiats .. Sweden 71 SEK 14.3
1 Thorsman & CoAB (TCN)l i arlnniniimii vieane s st vics Sweden 100 SEK 9.5
I AB Transvertex (TRX) &t i o i s s Sweden 100 SEK 1.0
I Vanadis Entreprenad AB(VEA) . o o et Sweden 100 SEK 1.7
I Ericsson Telephone Corp. FarEast AB(ETS) -........cciiiiiiirennnns Sweden 100 SEK 0.5
1 1. Bager & CoAIS(BEDY) oo iiniantniciw ns vl o itarnas Denmark 100 DKK 4.0
I Brdr'B & E Hansen A/S (BHD) .cvicivivsinnniminisn s Denmark 100 DKK 0.3
I LM Ericsson'Radio A/S(SRD) ccivnisvis i s siie s anyss Denmark 71 DKK 0.2
1 Thorsman & Co ApS (TCD) . .eiii e iieeciaannanns Denmark 100 DKK 0.1
I Qv Sonab Ab (SOE) .t s ot s st ey s tusinnre sieiei ot st s e Finland 71 FIM 1.1
I Qy.Thorsman & Co Ab(TCH) ...iciciicminminn v srinaaraais. Finland 100 FIM 0.3
I SEA Radio AIS (SR i s i s i i s or e e Norway 71 NOK 0.4
I Thorsman & Co/AISTCO). . it mss e Norway 100 NOK 0.1
I Thorsman & Co(UK) Ltd. (TCE) .....oiiriiiiiiiiiiinnnnn. United Kingdom 100 GBP -
I Commimicatons SEA STACR L (SREPY: o France 71 FRF -
I Thorsmans SSAR-L. (TCE). —rnaiesniisissmn sl e France 100 FRF 0.1
I Thorsman Ireland Ltd. (TID o s i s Ireland 100 IEP 0.4
I EATME SID A (BAT) s sttt B e Italy 51 ITL 8.205.2
| Scarfinl S poAASCI) coviinviaiinnnn T e Italy 51 ITL 174.4
I SIELTESPACSED i i o e e it o et Italy 51 ITL 4.615.4
I Sonab AGHSOIS) L i e e e e Swirzerland 7l CHF 0.1
I Rifa GImbH (REG) o e Germany 100 DEM 0.1
I Thorsman & Co GmMbH (TCT) ...iivuiiiiiiiiieiaaii e eaaaaaaeneens Germany 100 DEM -
I Telecomponentes Comércio e Indistria S.A.(TCB)  ........oooiiiinn... Brazil 92 BRC 41.5
I Telemontaje S:ALde CIV (EMM) i ivasninininaniin i Mexico 60 MXP 39
I Société Libanaise des Téléphones Ericsson (STL) ..................... Lebanon 100 LBP 0.1
I Ericsson Tark Ticaret Ltd. Sitketi (ETU) . ...vcrroncccncaiaaiiiiee Turkey 100 ERIL 0.1
I LEMEEnCsson Pty Lt (EP A s Australia 100 AUD 10.0
1 RIFA Pty Ltd: (REA) ool oo e vt e S inss Australia 100 AUD 1.8
III REGE:S:p:A(REG)Y cocivs i s i S s Italy 51 I'TE 153.8
111 Inmobiliaria Securitas S.A.de C.V. (ISM) ... ... iiiiiiiiiiiiiinan. Mexico 60 MXP 30.0
IN: = TFeleric Pryrlitd .CELAY] .o oirie s clhiaie inrisie stets o nieiet ol ot tagaiataiess aiais Australia 100 AUD 6.1
Associated companies
| Bjurhagens EabriKers A B (B E A ) e Sweden 50 SEK 75
I Bofa Kabel AB(BOF) oo il o s, Sweden 50 SEK 5.0
1 AR Elektrokoppar(EKS) nscicsmcnn s siiia i e tisnid Sweden 25 SEK 5.0
I Kabeldon A B (KD A e e i st ein e sates s oo e sk A oy m i e Sweden 50 SEK 35
I AB Norrkopings Kabelfabrik (NKF) ... ... oo Sweden 50 SEK 0.8
| Tocksfors Verkstads AB CTEN) oo s e e ws ittt i e e e iare Sweden 50 SEK 1.5
I Svenska Elgrossist AB SEEGA(SEG)  cuiiniianiiiavsinesiss o Sweden 34 SEK 16.0
I AlSiTelesvatemer (ATTN) G 00 o e e e Norway 25 NOK 2.3
1 A/S Norsk Kabelfabrik (NKD) ...t iiiiiaieannannn Norway 25 NOK 6.1
I Thom-Ericsson Telecommunications (Rentals) Ltd. (CRL) ..... United Kingdom 49 GBP -
1 Thom-Ericsson Telecommunications (Sales) Ltd. (SEE) ........ United Kingdom 49 GBP 0.3
1 Thorm-Ericsson Telecommunications (Mfg) Lid. (TME) ........ United Kingdom 49 GBP 0.2
I ARIE S DA ARE) . AR st et Italy 28 I'EL: 282.1
1 Cobres de Colombia S.A. (CDC) ..t i i e e eieaenaann Colombia 33 COP 5.0
I Pirelh Ericsson Cables Etd: (PEA) ... o oorimramrs amimasmirs e o saserisismas Australia 50 AUD 8.8
IV Edrvalinings’AB Elektrounion (BEEU) oot iiesn s Sweden 33 SEK 5.0
IV Thorn-Ericsson Telecommunications Ltd. (TEL) .............. United Kingdom 49 GBP 17
Other companies

Svensk Interkontinental Lufttrafik AB ........ ..., Sweden 2 SEK 2.8

KEY TO FUNCTIONS OF COMPANIES:

I Manufacturing and distributing companies IV Holding and other non-operating companies
11 Telephone operating companies V  Development companies
111 Real estate companies

The above list of stocks and participations is an extract from that prepared in accordance with the Swedish Companies Act. A complete listing may be
obtained upon request to Group Headquarters.

*Through holdings in subsidiaries, the Group owns 98 % of ERB. 51 % of ITS, 86 % of EDC. 96 % of FAC, 56 % of LMN and 42 % of SEB.
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Notes to the Financial Statements

(All amounts in millions unless otherwise indicated)

ACCOUNTING PRINCIPLES
Principles of consolidation

Ever since consolidated accounts were first prepared for the
Ericsson Group in the late 1940s they have been based on the
purchase method, whereby equity capital of the Group includes
only the Group’s portion of the equity capital in subsidiaries and
associated companies arising after their acquisition. The differ-
ence between acquired equity capital and acquisition cost, after
adjustments, if any, to the value of acquired assets or liabilities,
is treated as goodwill or badwill on consolidation and amortized
over a ten-year period.

The consolidated financial statements include the Parent Com-
pany and all subsidiaries except the two telephone operating com-
panies in Argentina which are accounted for using the equity
method of accounting.

Associated companies in which the Group owns between 20 and
50 percent of the voting rights are shown in the accounts in ac-
cordance with the equity method of accounting. This means that
the investments are shown as the Group’s share of the companies’
equity after adjustments for unrealized intercompany profits and
unamortized goodwill. In computing the equity of associated
companies, reserves arising from special appropriations are
added back to equity after provision for deferred tax. However,
ELLEMTEL Utvecklings AB, in which the Group owns 50
percent of the voting rights and capital stock, is consolidated.
The contract with the Ministry of Communications of Saudi
Arabia has been signed between the Ministry and a partnership,
“Philips—LM Ericsson Joint Venture Partnership,” in which
Philips and LM Ericsson participate equally.All transactions in-
volving the two partners as well as other suppliers are made for the
account of the Joint Venture which, in turn, is accountable to the
customer for the contracted transactions. The Joint Venture is
shown in the Group accounts in accordance with the equity
method of accounting.

Translation of amounts in foreign currency

In translating the financial statements of foreign subsidiaries and
associated companies, property, plant and equipment, and depre-
ciation thereon, are translated at exchange rates at date of acquisi-
tion. In those cases where there have been write-ups of fixed
assets in foreign subsidiaries, the assets have in certain instances
been translated at year-end exchange rates (see Note 8). Other
assets and liabilities have been translated at year-end exchange
rates, with the exception of inventories and advances from
customers of the consolidated subsidiaries in Argentina, Aus-
tralia, Brazil, Italy (SIELTE only), Mexico and Spain, which
have been translated at historical rates of exchange.

Parent Company receivables in foreign currencies—principally
US dollars—which fall due during 1979 have been translated at
year-end exchange rates, while those which fall due in 1980 and
later years have, as in prior years, been translated at historical
exchange rates. The US dollar receivables and cash balances of
the Parent Company which are included in the consolidated ac-
counts amounted to $85.5 m. and are stated at a book value of
S.Kr. 373.1 m.

Parent Company loans in foreign currencies which fall due for
repayment in 1979 have been stated at year-end exchange rates.
For loans falling due for repayment in 1980 and later years, a plan
has been prepared for the amortization of unrealized exchange
differences, based on year-end exchange rates and the maturities
of the loans. The loans are shown at year-end exchange rates, less
the unamortized exchange differences in accordance with the
amortization plan.
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Taxes

Swedish as well as foreign taxes attributable to the year are shown
under the heading ““Taxes”.

Note 1

Dividends received Parent Company
1978 1977

From subsidiagies .00 i iteeiis $§19.0 $11.8

From other COMPANIEs - oo civirascibismiane 1.1 1.7
$20.1 $13.5

Note 2
Parent Company
1978 1977
Extraordinary income
Profits on sale of fixed assets ............. $14 $05
Contributions from Group companies. ..... 2.6 13.5
Other o v e o e 0.1 153
$4.1 $15.3
Extraordinary expense
Losses on sale of fixed assets ............. 5 = $0.3
Contributions to Group companies ........ 0.5 5.7
B 1 b e 0.4 0.2
$0.9 $6.2
Note 3

The following provides additional information on the Special ad-
justments, Restricted bank deposits and Special reserves shown
in the financial statements.

The Special reserve for receivables and investments outside
Sweden consists principally of write-downs of receivables in the
Parent Company which are deductible for tax purposes and
which, upon recovery, are taxed at the then current rate. The 1979
rate is estimated at 56 percent.

In accordance with Swedish tax regulations, appropriations to
inventory reserves are, within specified limits, deductible for tax
purposes. In principle, the inventory reserve may amount to 60
percent of the value of inventory, calculated in accordance with
the first-in, first-out (FIFO) method. To the extent that the in-
ventory reserve is released, it becomes taxable income.

Swedish corporations have the right to transfer a certain part of
profits to a reserve for future investments. Appropriations to the
reserve are deductible for tax purposes but 46 percent of the
amount reserved must be deposited in a non-interest-bearing ac-
count with the Bank of Sweden. Upon obtaining permission of the
authorities, the investment reserve may be utilized and the pro-
portionate amount placed on deposit may be withdrawn. When
the approved investments in fixed assets have been completed, the
cost of such assets, to the extent covered by funds from the re-
serve for future investments, may be written down by a cor-
responding transfer from the reserve. As a result of this non-recur-
ring depreciation, normal depreciation of the assets is eliminated
and taxable income increases proportionately during the normal
depreciation period of the assets.



In 1974 regulations were adopted in Sweden requiring compulsory
appropriations for that year to a reserve for environmental im-
provements and to a special reserve for future investments. The
appropriations were based on a certain percentage of income be-
fore taxes. Amounts equal to the total appropriations were re-
quired to be deposited in non-interest-bearing accounts with the
Bank of Sweden. Conditions 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 invest-
ment reserves described above. However., employee approval
must be obtained for the use of the reserves for environmental
improvements. In the case of the special investment reserve, the
employees’ views must be sought.

Details of the utilization of these reserves for purposes of depre-
ciation during 1978 are shown in Note 8. The Group utilized $2.2
m. ($1.6 m.) from the reserves for environmental improvements
for projects of a non-capital nature. of which $1.8 m. (§1.3 m.)
related to the Parent Company. The amount of $6.9 m. was trans-
ferred from AB Rifa to the Parent Company’s reserve for future
investments. In 1977 $1.5 m. had been transferred from this re-
serve to AB Rifa.

Restricted bank deposits
Group Parent Company
1978 1977 1978 1977
Reserve for future in-
vestmentS= oo $19:5 $92 $4.3 $2:3
Special reserve for future
investments .......... 0.1 0.1 — —
Reserve for environmen-
tal improvements ..... 34 T 2.9 6.6
$13.0 $16.8 $7.2 $8.9
Note 4
Group Parent Company
1978 1977 1978 1977
Short-term notes and
accounts receivable—trade
Subsidiaries—
Accounts receivable.. . . $91.2 $81.3
Notes receivable . . .... 2.1 0.9
$93.3 $82.2
Other—
Accounts receivable... $686.9 $775.7 $195.0 $168.8
Notes receivable . .. ... 17.4 17.9 14.7 16.1
$704.3 $793.6  $209.7 $184.9
Long-term notes and
accounts receivable —trade
Subsidiaries—
Accounts receivable . . . $3.0 $6.1
Notes receivable . . .... 2.6 1.3
$5.6 $7.4
Other—
Accounts receivable... $154.9 $127.7 § 83.8 § 84.2
Notes receivable . .. ... 19.8 27.4 19.8 27.4
$174.7 $155.1 $103.6 S$111.6

Note 5

Inventories are stated at standard cost, which approximates cost
on a first-in. first-out (FIFO) basis. Write-downs have been made
in cases where the sales value of goods, after deduction of esti-
mated selling costs. is lower than historical cost.

Intra-Group profits that were not realized through the sale of
goods to customers outside the Group have been eliminated en-
tirely, even in respect of companies in which there are minority
interests.

Profits on large contracts are stated in accordance with the
*percentage of completion™ method. If costs required to complete
such contracts are estimated to exceed remaining revenues, provi-
sion is made for estimated losses.

Note 6

Other current assets Group Parent Company
1978 1977 1978 1977

Prepaid expenses and
accrued income . ... ... $ 31.6 §16.2 $19.7 $ 6.5
Advances to suppliers ... 19.1 12:0 13.3 6.8

Receivables from sub-
SIdIATIES - i oo — - 253 13.5
Other receivables ....... 105.3 71.2 329 15.5
$156.0 $99.4 $68.2 $42.3

Note 7

Details of certain shares and participations owned directly and
indirectly by the Parent Company are given on pages 24—25. A
complete listing of shares and participations, prepared in ac-
cordance with the Swedish Companies Act and filed with the
Swedish Patent and Registration Office, may be obtained upon
request to Group Headquarters.

Note 8

The Parent Company and its Swedish subsidiaries generally de-
preciate land improvements and buildings at rates of 2 to 5 percent
on historical cost, and machinery and equipment at either 20 per-
cent of historical cost or 30 percent of book value. In addition,
nonrecurring write-downs are made through utilization of invest-
ment reserves. Subsidiary companies outside Sweden use depre-
ciation methods adapted to local practices.

Revaluations of land and buildings shown in the accounts occur-
red in connection with stock dividends in the Parent Company and
Sieverts Kabelverk AB. To the extent that they relate to buildings.
the revaluations—which do not exceed tax assessment values—are
depreciated at a rate of 5 percent per year.

Write-ups of fixed assets were effected in several foreign sub-
sidiaries to adjust the book value of the assets in local currency toa
more realistic level. That portion of these write-ups which, when
the assets are translated at year-end exchange rates, substantially
exceeds the earlier book value in Swedish kronor is included in
Revaluation under the Group heading in the table below. In 1976
such write-ups amounted to $17.2 m. but no write-ups have been
made thereafter. Depreciation of these write-ups is charged
against income for the year.
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Property. plant and equipment and accumulated depreciation at
December 31. 1978 were distributed as follows, by categories:

Group Parent Company
Cost Accum. Cost Accum.
deprec. deprec.
BT B o $285 § — §$ 72 § —
Land improvements ..... 9.0 6.3 4.4 3.1
Bulldings: .. voc seiesieneas 327.8 203.0 121.3 99.0
Machinery and equipment  556.6 373.3 203.4 142.3
Construction in progress . 43.7 — 23.9 —
$965.6 $582.6 $360.2 $244.4
Book value ..ooiiuasis $383.0 $115.8
Revaluations and related
accumulated deprecia-
tion:
| 55 To s S e $186 § — $15.7 § —
Buildings «.oiiconiia. . 91.0 30.0 59.6 21.4
$109.6 $30.0 $753 $21.4
Bookvalue............. $79.6 $53.9

Tax assessment values: Parent Company. land and land impro-
vements. $26.5 m.: buildings. $88.9 m.: other Swedish compa-
nies, land and land improvements, $10.9 m.: buildings. $55.7 m.

Group Parent Company
1978 1977 1978 1977
Depreciation

Land improvements . . ... $0.2 $0.1 $ 0.1 $:0:1
Buildings: Cost ......... 9.6 8.3 1.6 1.3
Revaluation .. 4.9 4.7 3.0 3.0
Machinery and equipment 61.7 57.4 257 20.7
$76.4 $70.5 $30.4 $25.1
Acquisitions fully depre-
ciated during the year
against investment reserves
and reserve for environ-
mental improvements
Land improvements .. ... $24 $04 $ 0.6 $04
Butldings . 31.5 23.1 11.6 11.0
Machinery and equipment 9.6 3.0 34 0.5
$43.5  $26.5 $15.6  S$11.9
Reserves utilized
Investment reserves ...  $40.6 $25.4 $13.3 $11.3
Reserve for environ-
mental improvements 2.9 1.1 2.3 0.6
$43.5 $26.5 $15.6 $11.9
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Note 9

Other current liabilities Group Parent Company
1978 1977 1978 1977
Accrued expenses and

prepaid income ....... $114.5 5]
Short-term loans . ....... 83.9 138.4 27.1 61.

7

2

Other current liabilities . . 108.3 88.7 43.1 357
$347.5 $341.6 S158.1 S$1355.6

$155.3 $89 S

Note 10

Debentures
Parent Company

3'/2 % Debentures of 1950. due July 1, 1980, S.Kr. 13.3 $ 3.1
6'/2 % Debentures of 1966. due 1980 to 1986, USS 8.4 8.5
6'/2 % Debentures of 1968, due 1980 to 1988, S.Kr. 41.5 9.7
9'/s % Debentures of 1970. due 1980 to 1985, USS 16.9 17:1
7'2 % Debentures of 1971, due 1980 to 1991, S.Kr. 56.9 132
7'/2 % Debentures of 1972, due 1980 to 1992, S.Kr. 59.5 13.8
6%/s % Debentures of 1972, due 1980 to 1987. DM 80.0 43.7
9'/s % Debentures of 1975, due 1980 to 1990. S.Kr. 66.8 1525
8!/ % Debentures of 1975, due 1980 to 1990. Sfrs 39.5 24.4
9'/s % Debentures of 1976. due 1980 to 1991. S.Kr. 73.4 i7:1
8!/2 % Debentures of 1976, due September 15, 1983,
IS 35:00 o v e e v e 35.4
9!'/s % Debentures of 1976, due 1980 to 1991. USS 30.4 30.8
8!'/2 % Debentures of 1977, due 1980 to 1989, USS 30.0 30.4
9%/s % Debentures of 1977, due 1980 to 1992. S.Kr. 80.0 18.6
9%/s % Debentures of 1978, due 1980 to 1993. S.Kr. 86.6 20.1
301.4

Less: Unrealized exchange differences to be amortized
Infuture years . ...ttt 16.1

Total $285.3

Installments due in 1979 on the above debentures are included
under current liabilities. net of debentures held in the treasury.
The following year-end exchange rates have been used by the
Parent Company: S.Kr. 4.35=USS$ 1.00: S.Kr. 2.65 =Sfr 1.00;
S.Kr. 2.35=DM 1.00.

The due dates of the above loans are as follows, by type of
currency:

Swedish Us Swiss  German

kronor dollars francs marks

1979 o s ey — 3.3 —_ 10.0
1980 .............. 19.4 6.6 1.0 10.0
L e 37.1 6.0 1.0 10.0
1 38.0 6.0 1.0 10.0
1983 it 38.7 41.1 125 10.0
1984 ... .......... 39.7 6.1 B 10.0
1985 and later ...... 305.1 55.0 33.5 30.0
478.0 124.1 39.5 90.0




Note 11
Capital stock of the Parent Company

2.485.677 Class A shares, par value S.Kr. 50 each ... $ 28.9
19,302,821 Class B shares, par value S.Kr. 50 each.... 224.5
21.788.498 $253.4

All shares carry equal rights to participation in the net assets and
profits of the Company. Class A shares are entitled to cast one
vote and Class B shares are entitled to cast 1/1,000th of a vote at
stockholders’ meetings.

Changes in equity

Group Restricted equity Unre- Total
Capital Legal  stricted
stock reserves equity
January 1, 1978...... $253.4 $238.9 $130.3  $622.6
Appropriations to
legal reserves ..... 18.8 (18.8) —
Parent Company
dividend: i oot (25.3) (25.3)
Net income for 1978 . 69.9 69.9
December 31, 1978 .. $253.4  $257.7  $156.1 $667.2

Of the Group’s unappropriated eamnings, $8.1 m. will be trans-
ferred to legal reserves in accordance with proposals of the
respective companies’ boards of directors. In evaluating the
Group's financial position, it should be noted that profits in the
Group's foreign companies may in certain cases be subject to
tax when transferred to Sweden and that, in some instances,
such transfers of profits may be limited by currency restrictions.

Parent Company Restricted equity Unre- Toral
Capital Legal  stricted
stock reserves  equity*®
January 1,1978...... $253.4 S111.8 $53.9  $419.1
Diviadendi o (25.3) (25.3)
Net income for 1978 . 30.9 30.9
December 31, 1978 .. $253.4 S111.8 $59.5 $424.7

* including a general reserve of $22.6 m.

Note 12
Group Parent Company
1978 1977 1978 1977
Assets pledged
Real estate mortgages ... $141.9 S$107.7 $ 41.0 S 30.0
Chattel mortgages ...... 148.3 151.9 107.0 107.0
Shares................. 54.5 549 54.4 54.4
Trade receivables ....... 24.2 36.9 22.1 36.9
Restricted bank deposits . 5.9 7.6 0.5 0.5
$374.8 $359.0 $225.0 $228.8
Contingent liabilities
Discounted bills ........ $5 2:7 $ 33 § — § —
Sureties ............... 59.3 48.6 99.8 125
$62.0  $51.9 $99.8 $127.7

Of the sureties assumed by the Parent Company, $74.0 m.
($108.8 m.) pertained to subsidiaries.

SUPPLEMENTARY INFORMATION REQUIRED UNDER
THE SWEDISH COMPANIES ACT

Average number of employees and remuneration paid

Group Parent Company
Average Salaries, Average Salaries,
number of wages number of wages
employvees  and fees employvees — and fees
Sweden ........ 26.500 $383.8 19.050 $270.7
Other countries . 39,895 341.8 1.420 26.8
66.395 $725.6 20.470 $297.5
Paid to Board of Directors. President and Executive
Vice Presidents $0.5

Salaries, wages and other remuneration paid in foreign currency
has been translated to Swedish kronor at average exchange rates
for the year.

A detailed table showing the average number of employees and
the amounts of salaries, wages and other remuneration paid out,
prepared in accordance with the requirements of the Swedish
Companies Act, is filed with the Swedish Patent and Registration
Office. The table is available upon request to the Parent Com-
pany’'s Headquarters.

Special loans and commitments by the Parent Company

Loans totaling $1.6 m. have been made to board members and
managing directors within the Group. Virtually the entire amount
pertains to loans made to an executive in an associated company
outside Sweden for the purpose of acquiring shares in the com-
pany in connection with a major change in ownership.

Pledges of assets totaling $0.03 m. and guarantees totaling $0.9 m.
have been made as security for loans obtained by board members
and managing directors in Group companies. Of the guarantees,
$0.8 m. was related to the circumstances noted above with refer-
ence to loans made.

Pledges of assets totaling $0.5 m. have been made as security for
1,855 bank loans obtained by Group employees for the purchase
of stock in the Company. and loans totaling $0.3 m. have been
made to these employees, representing part of the interest on said
bank loans, in accordance with the Company’s *stock loan™ offers
of 1973 and 1976.
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Audit Report
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Telefonaktiebolaget LM Ericsson
Audit Report

We have examined the annual report, the consolidated financial-statements, the
accounting records and the administration by the Board of Directors and the
President for the year 1978 in accordance with generally accepted auditing
standards.

The annual report and the consolidated financial statements present the financial
position, the results of operations and changes in financial position of the
Company and of the Group in accordance with good accounting practice in
Sweden, as described in the notes to the financial statements, and comply with
the Swedish Companies Act.

The separate statement of loans, pledged assets and guarantees called for by the
Swedish Companies Act has been prepared.

We recommend
that the Company’s statement of income and balance sheet be adopted,
that the Group’s statement of income and balance sheet be adopted,

that the unappropriated earnings be dealt with in accordance with the proposal in
the administration report, and

that the Board of Directors and the President be discharged from responsibility
for their administration in respect of the year 1978.

Stockholm, April 6, 1979

Jorgen Eskilson N.-A. Frisk David Jones
Swedish Authorized Public Accountant Chartered Accountant
Partner in Price Waterhouse & Co. Partner in Price Waterhouse & Co.

The above audit report refers to the Annual Report and the financial statements
(pages 6 to 29) but expressed in Swedish kronor.
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The Saudi Arabian Project

New subscaberHnes, oo o e vt 476,000

New computer-controlled
telephone exchanges

— Local exchanges of the AXE type ........ 9
— National trunk exchanges of the AXE type 7

— Local exchanges of the PRX type
ffom Philpsias . e 56

Existing Ericsson exchanges to be
modernized and extended

— Local exchanges of the ARE 11 type...... 23
— National trunk exchanges of the

ARE I type - e e 4
— International trunk exchanges of the

V0L B S s R R S e e e 3

In January, 1978 contracts covering the expansion of
Saudi Arabia’s telephone network were signed in Riyadh
by representatives of the Ministry of Post, Telegraph and
Telephone, Bell Canada, Philips and LM Ericsson. The
project involves more than a tripling of the number of
telephones in the country over a three-year period. Bell
Canada will be responsible for operation and maintenance
of the network for a period of five years. Philips and LM
Ericsson are responsible for the delivery and installation
of telephone exchanges, cable, network material and
transmission equipment. All telephone instruments to be
installed by the telephone administration organized by
Bell Canada under the name Saudi Telephone are being
supplied by LM Ericsson. All telephone exchanges
specified in the contract are computer-controlled, which
means that Saudi Arabia within a short time will have one
of the most modern telephone systems in the world.

A joint project organization for Philips and Ericsson has
been established in Saudi Arabia and the Ericsson techni-
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Installation of a nation-wide centralized system
developed by Ericsson for network operation and
maintenance

—*Numberiofinstallations’ .- 2t o S5
Kilometers of buried cable ........ approx. 10,000

Cable endings to be spliced ... approx. 50,000,000

Cablemanholesie = - Ndo T approx. 7,000
PEM texminals = oG e approx. 2,000
BEM regenerators - c: i oo oo approx. 10,000
Totabwork force g rr r U 3 sutae approx. 8,000

cal office already there has been expanded sharply. In all,
these two units and the Philips project organization em-
ploy more than 1,000 persons, about half of them from the
parent organizations. In connection with the project, more
than 250 Ericsson Group employees have begun assign-
ments in Saudi Arabia.

Housing, offices and various service facilities have been
constructed in Riyadh, Jeddah and Dammam. Schools for
employees’ children, health care units and leisure-time
facilities for a number of activities have been built as parts
of these “‘villages.”

On December 13, a year to the day following receipt of the
“letter of intent” from the Saudi authorities, five Ericsson
digital AXE exchanges were placed in service on
schedule. Three are trunk exchanges and two are local
exchanges. Nine local exchanges delivered by Philips
were also cut over. The total capacity of new SPC local
exchanges placed in service during 1978 was 82,500 sub-
scriber lines.
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Year’s Review

Technical Development

BASIC TECHNOLOGY

The trend toward computerized control systems and
electronic approaches based on digital technique and
advanced components technology was further accentuated
during the year. In this connection the coordination of
technology involving various product areas was intensified.

General costs of the Group’s operations are to an increas-
ing degree linked to the development of technologies and
products, their adaptation to current market requirements,
and the engineering and documentation of systems. Con-
tinuing rationalization of the technical activity is a vital pre-
requisite. Methods and computer-based aids are being de-
veloped to achieve efficient handling of the product flow.
Such systematization creates the conditions for meeting
today’s demands for faster processing of tenders and
orders, flexible handling of changing telecommunications
systems, and more reliable dissemination of information.

These processing systems comprise aids for design work,
engineering, production, delivery and installation.
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Evaluation of optical fiber in the glass fiber laboratory at Boll-
mora, outside Stockholm.

The development of data processing systems has been
made more difficult by the problem of coordinating differ-
ent processes as well as older and newly developed compu-
ter-based aids.

New technology offers greater opportunities for new appli-
cations of telecommunications in business, in public
administration and in the home. During the year studies
and preparatory work have been under way, in cooperation
with the Swedish Telecommunications Administration, for
a field test of services offered via a linked broadband
network,

PRODUCT DEVELOPMENT

In the public telephone exchange field, further refinement
of the AXE system, including adaptations for all of the
markets where the system has been introduced, dominated
development work during the year.

The first digital AXE exchanges were placed in service in
Finland and Saudi Arabia. They successfully incorporate
the use of equipment and methods for synchronizing in-
tegrated digital networks.



With the automation of telephone networks, the telecom-
munications administrations have tried to find new pos-
sibilities to further rationalize their operations. A com-
puterized system, AOM, for centralizing operating and
maintenance functions, was developed and introduced suc-
cessfully in a number of markets. The first system was
placed in service during the year in Saudi Arabia,

Development of analogue and digital fully electronic sub-
scriber exchanges continued during the year. Deliveries of
a small exchange, the ASB 100, for 20 to 100 extensions,
started. Basic development work was also completed on a
large exchange, the ASB 900, for 100 to 900 extensions,

In the telephone instrument field, development of an
electronic inter-office system was completed during the
year and production was begun. The system can be equip-
ped for up to eight outside lines and 24 extensions, and is
included in the new DIAVOX family of instruments. Other
units in this family on which design work was completed
during the year are the secretarial system and a loudspeak-
ing telephone.

Development and modernization of digital transmission
equipment continued during the year. This included final
development work on a multiplexing unit for ten voice
channels on 0.7 Mb/s system lines, intended for applica-
tions in areas with low subscriber density, among other
uses.

The work begun some time ago on the development of fiber
optical components and systems resulted during the year in
the completion of a 2 Mb/s system for transmission over
fiber cable, and intended for applications in environments
where electromagnetic disturbances occur.

The Group has a highly competitive range of radio links
which is continuously being expanded with digital units.
Stationary links are developed by A/S Elektrisk Bureau
while SRA Communications AB works in the field of
mobile radio communications for both military and non-
military use.

During the year work proceeded as planned on supplement-
ing and completing the Group’s new AXB 20 and AXB 30
line of products based on AXE switching fortelex and data
communication. A new 4.8 kb/s modem, designed in ac-
cordance with CCITT standards and based on advanced
LSI technology, was developed and the first deliveries
were made.

Operations in the sector of electronic defense systems are
concentrated on radar and infra-red systems, and on var-
ious types of telecommunications systems. The Swedish
Coast Guard placed a newly developed ““Side Looking
Airborne Radar” (SLAR) in service with good results. The
systemis intended primarily for monitoring oil spills at sea.

Work on digital system approaches to military telecom-
munications systems continued during the year, with aview
to the possibilities for ciphering and integration of speech
and data offered by this technique.

During the year Sieverts Kabelverk AB installed a new
type of hybrid cable at the Sydkraft power company. It
consists of three lines for the transmission of 24 kV and two
optical fibers for communication. The project also com-
prises field tests with the 2 Mb/s optical transmission
system mentioned earlier. Development work on fiber
optical telecommunications cables is proceeding on
schedule and a field test is being prepared in cooperation
with the Parent Company and the Swedish Telecommuni-
cations Administration.

AB Rifa, the components company, is Sweden’s largest
producer of semiconductor components. Operations in the
field of electronic components are concentrated on
customer-adapted special circuits for non-Group users and
to meet the Group’s own requirements. During the year
additional investments were made in process development
and auxiliary systems for rational design of circuits. A
number of Rifa’s hybrid circuits have been approved by the
German Bundespost and the company has begun deliveries
of circuits intended for use in a nationwide toll ticketing
system, among other applications. Rifa has also developed
and delivered an integrated circuit to control the functions
of an automatic camera produced by a German firm. The
company considers it particularly important that a Swedish
semiconductor industry be maintained.

In the area of non-military products, items introduced by
SRA Communications AB included a new generation of
wireless paging systems, the ERICALL CONTACTOR
equipped with a display unit for up to eight digits. This unit
is used to transfer coded messages, such as a telephone
number, etc.

LM Ericsson Telemateriel AB began series production of
the fully electronic ASE 402 intercom exchange during
1978. The company’s line of time recording products was
also supplemented with a central computerized control
system. This system, known as CTR, is especially adapted
for flexible working hours and passage control systems.
Other notable activities during the year included the deliv-
ery by the Parent Company’s Signaling Department of the
world’s first computer-based interlocking installation. The
customer was the Swedish State Railways and the unit was
installed in Gothenburg.

Market Review

SWEDEN

1978 1977

($ Millions)
Sales $323.5 $298.5 + 8%
Order bookings $410.4 $3344 +23%
Order backlog, year-end $397.1 $310.2 +28%

The Swedish Telecommunications Administration ac-
counted for more than 80 percent of the improvement in
order bookings. Under an agreement with the Parent Com-
pany, signed in January, 1978, and related to the moderni-
zation of telecommunications equipment in Sweden, the
Administration placed substantial orders for AXE ex-
changes and transmission equipment. In addition to this
contract, the Administration also ordered electronic sub-
scriber exchanges and components for the new pushbutton
DIAVOX telephone instruments, which will begin to be
installed at subscriber locations during 1979.

The national telephone administrations in Denmark, Nor-
way and Sweden have approved construction of a common
automatic mobile telephone network based on the AXE
system. The first exchanges were ordered during the year.
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The Swedish State Railways placed orders for the expan-
sion of both computer-based interlocking installations and
systems for automatic train control (ATC).

Substantial contracts were received for military applica-
tions of radar, development of the so-called FLIR (Forward
Looking Infra Red) system, laser equipment and stored
program control exchanges for military telecommunica-
tions networks. It is expected that the latter can also be
used for civilian operations such as aircraft traffic control.

Despite restrained domestic demand, Sieverts Kabelverk
AB (SKV) was able to increase its volume of orders for
both power cable and telecommunications cable. De-
velopments in export markets were highly favorable and
comprised orders within the framework of the contract with
Saudi Arabia.

On January 1, 1978, SRA Communications AB (SRA) ac-
quired the Government-owned Sonab Communications
AB (SON) and its foreign manufacturing and sales units in
the fields of electronics and radio systems. Order bookings
increased, primarily as the result of new military orders for
a second series of display systems for fighter aircraft.

LM Ericsson Telemateriel AB (LMS) was able to maintain
its share of the Swedish market but the poor economic
situation resulted in reduced orders in Sweden. This was
offset by a sharp increase in exports and it was particularly
gratifying that the company’s ALARMCOM system—an
alarm and remote control network with transmission over
great distances—registered an international breakthrough.
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Radio link station in the Faroe Islands.

In addition to large new orders from the Netherlands, con-
tracts were received from a number of other European
countries and from Saudi Arabia. The AVE 100 intercom
system achieved major sales successes during 1978 and fu-
ture prospects for this system are favorable.

AB Rifa’s (RIF) concentration on customer-adapted in-
tegrated circuits proved successful. As a consequence of
this and of other substantial marketing activities, order
bookings increased nearly 40 percent. This provided a base
for an improvement in profitability, which was unsatis-
factory in 1978 and which is heavily dependent on volume
production.

RIF’s largest single order to date was received during 1978
from the Swedish Telecommunications Administration. It
covered speech transmission circuits for the new standard
telephone instrument with a pushbutton system.

There was no change in the domestic market position of
Thorsman & Co AB (TCN), which manufactures electrical
mouldings, ducts, fasteners and other installation equip-
ment, but the company was able to increase its order book-
ings by nearly 25 percent through major successes in the
export field, notably in the other Nordic countries, West
Germany, Ireland and Great Britain.

The stagnation in the Swedish economy during 1978 affect-
ed primarily the so-called basic industries, the natural cate-
gory of customers for Vanadis Entreprenad AB (VEA),
which handles sophisticated conduit and tube installations.
The company’s order bookings declined sharply.



EUROPE (excluding Sweden)

1978 1977
Sales ($ Millions)
Italy $233.2 $201.7
Denmark 119.9 115.9
Spain 98.0  80.1
Norway 49.8 38.5
The Netherlands 49.5 43.8
Finland 48.8 449
Great Britain 347  40.2
France 23.5 12.9
Ireland . 22.8 19.9
Other countries,
Western Europe 59.6  40.5
Eastern Europe 374 233

$777.2 $661.7 +17 %
$885.5 $713.2 +24 %
$831.1 $718.4 +16%

Order bookings
Order backlog, year-end

Italy

Of the seven AKE exchanges, for trunk traffic, that have
been ordered, FATME completed two more—in Verona
and Salerno—during the year. Work on the two exchanges
remaining to be installed, and on expansions, is continuing
on schedule. FATME also delivered an AXE pilot ex-
change during 1978. A tandem exchange employing the
AXE system is under construction in Naples. Crossbar
exchange equipment for more than 150,000 lines was instal-
led during the year. Very large orders for transmission
equipment were received and, overall, FATME increased
its order bookings by more than 20 percent.

Orders booked by SIELTE, the network construction
company, rose more than 50 percent. Underlying the
strong growth was a general increase of all operations in-
volving installations of coaxial cable, railway cable, tele-
phone network material and transmission and private-mar-
ket equipment.

Denmark

During 1978 LM Ericsson A/S (LMD) delivered the mil-
lionth line of subscriber equipment to the largest Danish
telephone company, Kjpobenhavns Telefon A/S (KTAS).
The number of KTAS subscribers also passed the million
mark during the year. As a result of the conversion of the
last semi-automatic exchange in Copenhagen to an automa-
tic system, the entire Danish telephone system has now
been fully automated. Seven of the eight AKE exchanges
ordered by the various telephone companies were in opera-
tion during 1978 and the eighth was scheduled to be in
service early in 1979. Additional contracts for digital AXE
exchanges were received, as well as an order for an ex-
change for the Nordic mobile telephone network. More
orders were received for transmission equipment, including
an initial contract for a 140 Mb/s PCM system from Jydsk
Telefon A/S, Jutland.

Dansk Signal Industri A/S (DSI) signed a five-year
framework agreement with the Danish State Railways cov-
ering deliveries of equipment for automatic train control
(ATC). Some saturation in the market for street signaling
equipment was apparent in Denmark and in several other
countries. This resulted in decidedly stiffer international
competition since a number of manufacturers are trying to
compensate for lost business through increased export ef-
forts.

Spain

INTELSA (ITS) maintained an unchanged share of the
market for public telephone exchanges during 1978. The
first type ARE stored program control (SPC) systems in
Spain, crossbar systems with computer control, were
placed in service.

LM Ericsson S.A. (LES) was affected much more severely
than ITS by the depressed economic situation. Both the
Spanish State Railways, the company’s largest customer,
and private customers reduced their capital expenditures.

Norway

The associated company, A/S Elektrisk Bureau (EBN),
received from the Norwegian Telecommunications
Administration the Group’s largest order to date for an
AXB 20 telex exchange, to be installed in Oslo. Exchanges
for the Nordic mobile telephone network were ordered
from LM Ericsson, for installation in Oslo and Bergen.
Three of six AKE exchanges ordered were in operation at
the end of 1978. Expansions of Oslo’s AKE exchange were
decided on.

EBN and LM Ericsson reached a cooperation agreement
covering international marketing of radio link systems that
are manufactured by EBN’s Nera Division. EBN has suc-
ceeded in breaking into a number of international markets
with this system.

A/S Norsk Kabelfabrik (NKD), the associated cable man-
ufacturer, increased its share of the domestic market for
both power cable and telecommunications cable, but ex-
perienced difficulties in its export operations due to rising
cost levels in Norway.

The Netherlands

The rate of expansion of the Dutch telecommunications
network continued to be high, by international standards,
during 1978.

The Dutch telecommunications authorities decided in 1977
to use only two manufacturers to supply local exchanges in
the future. The Ericsson Group is privileged to continue its
historically very long cooperation as a supplier to the Dutch
PTT, which in 1978 decided to adopt the Group’s AXE
system as one of the standard systems for future expansion.

Ericsson Telefoonmaatschappij bv (ETM) continued to re-
ceive very large orders for telephone instruments. The total
was close to half a million units. The Dutch PTT awarded
ETM the company’s largest single order to date, covering
expansion of the ALARMCOM system to comprise con-
nections with an additional 6,200 banks and post offices,
and with 1,100 burglar alarm units. ETM’s sales and order
bookings both reached record high levels for a single year.

Finland

The rate of expansion of the Finnish telecommunications
network declined as low as to 4 percent during 1978. For
reasons of employment policy, the Finnish Telecommuni-
cations Administration rescheduled certain orders for
earlier delivery, which will have an effect on contracts in
coming years. The addition of a new supplier—in which the
Finnish Government has an interest—in 1977 has created
excess capacity in Finland, primarily in the field of tele-
phone exchange equipment.

The subsidiary Oy LM Ericsson Ab (LMF), received con-
tinuing orders for expansions of telephone exchanges and
for the AOM operations and maintenance control system,
recently developed by the Parent Company. Large orders
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were booked for electronic subscriber exchanges of the
ASD 551 type, for railway telephone exchanges, and for
telephone instruments.

The first AXE exchange with digital group selector stage
was placed in service in Turku and the largest subscriber
exchange in Finland with a capacity of 3,300 extensions
was inaugurated in the offices of Foreningsbanken i Fin-
land in Helsinki.

Great Britain

The first stage of the London Thames international trunk
exchange was handed over to the customer in the beginning
of 1978.

Thorn-Ericsson Telecommunications (Sales) Ltd. (SEE),
in the face of extremely difficult competition, was able to
maintain its position in the market for subscriber equip-
ment.

France

In France, the telecommunications authorities adhered to
plans giving priority to expansion of the telephone network
and to serve 20 million subscribers by 1982. During the past
year approximately twelve million had been reached. The
associated company, Société des Téléphones STE
(Thomson Ericsson), received large contracts for exchanges
equipped with both electrochemical and electronic
systems. During the introductory years LM Ericsson is
assuming responsibility for a large part of the deliveries of
AXE equipment. In 1978 the first AXE exchange was
handed over to the customer for final testing.

Ireland

LM Ericsson Ltd. (LMI) was able to consolidate the
Group’s strong position in this market and obtained—in
severe international competition—the first orders for trunk
exchanges with ARE equipment and for transmission
equipment. LMI had major successes in the market for
subscriber exchanges. The degree of utilization of LMI’s
production capacity improved.

Other countries, Western Europe

Switzerland. Continuing large orders for radar equipment
and telephone instruments and increased sales of RIF’s
components strengthened the importance of this market to
the Group.

Eastern Europe

Yugoslavia. Orders were obtained for a large AXE local ex-
change and an AXB 20 telex exchange, both for installation
in Zagreb. Contracts for substantial quantities of equipment
for railway signaling systems were also received.

LATIN AMERICA

1978 1977
Sales ($ Millions)
Brazil $216.4 $290.8
Mexico 105.3 126.1
Venezuela 59.0 28.1
Colombia 40.3 28.5
Argentina 36.3 23.1
Other countries 37.8 453
$495.1 $541.9 - 9%
Order bookings $521.6 $584.8 —-11%
Order backlog, year-end $517.2 $586.1 —-12%
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Brazil

Calculated in number of lines, orders in the telephone ex-
change field were higher than in the preceding year. Utiliza-
tion of production capacity continued to be unsatisfactory,
however. Ericsson do Brasil S.A. (EDB) held its share of
the market for subscriber and transmission equipment. The
first telephone exchanges completely manufactured by
EDB and delivered to Bolivia were placed in service during
the year.

In February, 1979, following competitive bidding, Tele-
bras, the national telecommunications administration in
Brazil, designated LM Ericsson and Ericsson do Brasil as
approved suppliers of computer-controlled telephone ex-
changes. With the AXE system, EDB thereby strength-
ened its position as one of the main suppliers of telephone
equipment in Brazil. The delivery volumes will be deter-
mined following contract negotiations with the local tele-
phone administrations.

Mexico

Economic developments in Mexico continued to be highly
favorable during 1978 and the devaluation crisis of 1976
appears to have been overcome. However, since Tele-
industria Ericsson S.A. (TIM) negotiates annual delivery
contracts with Teléfonos de Mexico S.A. two years prior to
delivery dates, TIM’s invoicing in 1978 was still affected by
the restraint in approving capital expenditures in 1976.
Contracts for additional AKE exchanges were received.
During the year the telephone administration announced its
intention to order the first AXE equipment. Substantial
successes were recorded in the markets for both subscriber
and transmission equipment.

The lower sales figures for Mexico in 1978 are due primarily
to the fact that LATINCASA is not included for that year.

Venezuela

C. A. Ericsson (CEV) signed a comprehensive contract
with CANTYV, the Government telephone operating com-
pany, covering extensions of telephone exchanges deliver-
ed earlier.

CEV’s newly constructed factory in the city of Valencia
was inaugurated near the end of the year. Housing for em-
ployees was built in connection with the plant project.

Colombia

The favorable trend of the economy in Colombia continued
in 1978. This was due primarily to a beneficial export situa-
tion with respect to coffee, the country’s most important
export product.

Following exceptionally stiff international competitive
bidding, Ericsson de Colombia S.A. was able to sign con-
tracts covering deliveries of AXE exchanges to the munici-
pal telephone authorities in the capital city of Bogota and in
Cali. Contracts to expand crossbar exchanges were also
received.

There was an intense bidding activity in Colombia during
1978 and 17 international suppliers submitted tenders cov-
ering 27 different systems. The Ericsson Group maintained
its position well.

FACOMEC, the cable company, recorded a substantial

increase in orders booked, notably for telecommunications
cable.



Testing of the maintenance center in an international telephone
exchange in Thailand.

Argentina

The trend of the economy was again weak in Argentina
during 1978, with a high rate of inflation and reduced in-
dustrial production. However, the Group’s cable com-
pany, Industrias Eléctricas de Quilmes S.A. (IEQ), re-
corded increasing business and an improvement in operat-
ing results.

The telephone operating companies’ network was ex-
panded during the year with equipment for exchanges,
transmission and radio links. Accordingly, the expansion
program adopted earlier was begun on schedule.

Other countries

Panama. The local telephone administration confirmed its
confidence in Ericsson equipment through orders for ARE
stored program controlled trunk exchanges, for local ex-
changes with AXE technology, and for transmission
equipment.

Bolivia. Four trunk exchanges for national traffic delivered
by EDB (Brazil) and a trunk exchange for international
traffic, supplied by LM Ericsson, were placed in service
during the year. New orders for trunk exchanges were re-
ceived.

Ecuador. Order bookings and invoicing in Ecuador were
both high during 1978 and the Group has a strong position.
The newly started local production is developing according
to plan.

ASIA

1978 1977
Sales ($ Millions)
Saudi Arabia $188.3 $ 46.9
Other countries 94.8 94.3

$283.1 $141.2 +100%
$631.6 $139.7 +352%
$457.3 $127.4 +259%

Order bookings
Order backlog, year-end

Saudi Arabia

A summary of the operations within the framework of the
so-called ATP project appears on page 32. In addition to
this contract, substantial orders were received for power
cable, subscriber equipment and network construction
material. Total order bookings for the Group exceeded
$465 m.

Other countries

Kuwait. Contracts covering three AXE exchanges were
signed during the year, following which AXE exchange
equipment ordered in Kuwait corresponds to 70,000 sub-
scriber lines out of a total of 300,000 lines of Ericsson
equipment in operation or on order in this country.

Large orders for subscriber and transmission equipment
were also received.

39



Iraq. A large order was obtained covering an increase in the
capacity of a nationwide transmission system delivered
earlier by the Group.

Malaysia. The continuing expansion of the telecommunica-
tions network resulted in the placement of orders with the
Group that were slightly higher than in 1977.

Thailand. The administration ordered toll ticketing equip-
ment for long distance traffic and other supplementary
equipment for public telephone exchanges that had been
ordered earlier.

AFRICA
1978 1977
Sales ($ Millions)
Nigeria $ 323 $ 19.6
Egypt 273 16.5
Algeria 26.9 283
Other countries 403  20.0
$126.8 $ 84.4 +50%
Order bookings $115.0 $153.2 -25%
Order backlog, year-end $171.5 $183.4 - 7%
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Installation of a new crossbar telephone exchange in Malawi.

Nigeria

Steps have been taken to register a local company to fulfill
installation and maintenance commitments related to sub-
stantial deliveries, primarily of exchange equipment.

Egypt

ARE exchanges for local and trunk traffic were ordered
under a framework agreement signed in 1977. A large
transmission project related to Upper Egypt was com-
pleted and new orders for transmission equipment were
obtained.

Algeria

Order bookings were substantial and consisted mainly of
supplementary equipment for telephone exchanges, radio
equipment and other products.

Other countries

Libya. The large network construction contract, valued at
nearly $70 m., that was signed in 1977 and orders for ex-
change equipment that were placed in the same year were
followed in 1978 by contracts covering ARE exchanges for
international traffic.

Tunisia. Substantially higher orders were booked for radar
equipment and subscriber exchanges.



AUSTRALIA AND NORTH AMERICA

1978 1977
Sales ($ Millions)
Australia $ 68.3 $55.7
North America 239  38.1
$922 $938 - 2%
Order bookings $120.2 $89.8 +34%
Order backlog, year-end $ 87.8 $663 +32%

Australia

The economic climate in Australia improved slightly during
1978. Introduction of the AXE system in the country’s
telecommunications network is proceeding on schedule.
An interesting and substantial order was obtained from
Melbourne’s underground railway authority covering com-
puter-based control systems. LM Ericsson Pty.Ltd. (EPA)

has had international successes in marketing the booking
exchange developed by the company. The first system of
this type was handed over to Qantas Airways during the
year.

RIFA Pty. Ltd. (RFA), the components manufacturing
subsidiary, increased its order bookings and improved its
profitability.

U.S.A. and Canada

LM Ericsson Ltd. (LMC), in the face of stiff international
competition, captured the largest contract to date in Cana-
da in the field of intercom systems.

Large orders covering expansion of private transmission
network systems were received by LM Ericsson Tele-
communications Inc. (LMU) in the United States. The
Group’s first ASB 100 electronic computer-controlled sub-
scriber exchange placed in service was delivered to a
customer in the U.S.A. during the year.

As indicated in the Year’s Review, continuing successes
have been achieved with the Group’s new products. In the
very severe competition that characterizes the telecom-
munications market this is a strong indication that the great
technical efforts made during the 1970s were correctly

oriented.

These sales successes have in a short time resulted in
orders that have already involved substantial deliveries to
customers. The rapid increase in volume of the new prod-
ucts has been made possible through the great cooperative
spirit and skilled contributions of all the employees in-

volved.

Stockholm, March, 1979

Bjorn Svedberg
President
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Products and Systems

Public Telephone Exchanges

LM Ericsson is one of the world’s leading manufacturers of
automatic telephone exchanges for public networks. Ericsson
systems are used for local, intercity and international traffic in
many parts of the world.

The Ericsson crossbar system, introduced in the early 1950s, has
been approved as standard equipment in a large number of
countries and has proved to be one of the most economical and
reliable systems ever developed in the field of telecommunica-
tions. Ericsson can also deliver computerized control of both
new and previously installed crossbar exchanges.

The advanced AXE exchange system. which is available with
analogue as well as digital group selectors, is unusually flexible
and easy to handle. It has attracted substantial interest on the
part of telephone administrations throughout the world. So far,
about twenty administrations have chosen the AXE system for
the development of their networks.

Ericsson also manufactures manual exchanges, including elec-
tronic versions, for private and public use. along with portable
exchanges and special booking systems.

Transmission Equipment

Ericsson occupies an advanced position in the field of telecom-
munications transmission equipment. Its most important pro-
ducts are terminal equipment for conventional carrier frequency
systems (FDM) and pulse code modulation (PCM) systems, and
amplifying equipment for coaxial cable and radio link systems.

Cable

Sieverts Kabelverk AB, a subsidiary, is Northern Europe’s larg-
est manufacturer of power and telecommunications cable. The
product program also includes installation and connection wire.
The cable currently attracting the greatest interest is the XLPE
plastic-insulated high-voltage cable with crosslinked poly-
ethylene insulation. Sieverts Kabelverk is a leader in the world
market for this type of cable.

Subscriber Equipment

Ericsson manufactures two basic types of telephone exchanges
—electromechanical and stored program controlled (electronic)—
for use in private systems. PBAXs (Private Automatic Branch
Exchanges) are used to connect the public network with the
subscriber’s own extension instruments, and to handle traffic
between the latter. PAXs (Private Automatic Exchanges), the
second basic type, are used in internal telephone systems that
are not linked to the public network. Exchanges of this type are
installed in offices, hospitals, industrial plants, etc.

Ericsson also produces special telephone systems for use in
hotels, railway systems, electric utilities and by companies and
organizations with their own national telecommunications
networks, so-called private network groups.

The Group manufactures various types of telephone instru-
ments, as well as loudspeaking telephones and a number of other
types of instruments for special applications.

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 im-
plementation of network projects.

Data Communications

LM Ericsson markets systems for telex and other data commu-
nications services. The latest generation of Ericsson data and
telex switching systems includes fully electronic computer-
controlled exchanges.

e

Intercom Systems

A subsidiary, LM Ericsson Telemateriel AB. is one of the
world's leading suppliers of loudspeaking intercom systems
for 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
systems for military defense purposes. The MI Division of the
Parent Company develops and manufactures radar and optronic
systems, both airborne and landbased. A subsidiary, SRA Com-
munications AB, also develops and produces avionic equipment.

Railway and Street Signaling

In the railway sector, the Parent Company develops centralized
traffic control (CTC), automatic train control (ATC), interlock-
ing installations, automatic and manual block systems, marshal-
ing yard equipment and train describer systems. SRA Com-
munications AB develops signaling systems for highway and
street traffic, ranging from the simplest devices for ordinary
street intersections to the most complicated systems of traffic
control for entire sections of a city.

Radio Communications

SRA Communications 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 compo-
nents occur within the Ericsson Group, primarily through
AB Rifa, a 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 such as 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 com-
munications satellites.

Other Group products include equipment for ciphering speech
and written and data communication. These products are devel-
oped and marketed by AB Transvertex, a subsidiary.

1.The ERICALL CONTACTOR personal paging system from
SRA Communications AB.

2.This SV-25 equipment for ciphering speech over regular tele-
phone or radio link circuits has been developed by AB Trans-
vertex.

3.An Ericsson ADD 20 electronic manual subscriber exchange.

4.SLAR (Side Looking Airborne Radar) used in mapping oil
spills and in sea rescue operations, among other applications.

5. Register terminal in the new CTR (Centralized Time Record-
ing) system from LM Ericsson Telemateriel AB.

6.The ASDP 162 booking system, for use by airlines, tourist
agencies, etc., developed by LM Ericsson Pty. Lid. in Australia.

7.New car telephone for the projected SRA 8000 automatic
mobile telephone system.

8.DIAVOX 824 office communication system.
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