





Content

® 2 Thisis SKF ® 40 Corporate Governance Report

® 4 President’s letter ® 50 Financial statements

® 8 Administration report ® 107 Awards

® 10 Shares and shareholders 108 SKF'sdivisions

® 13 Reporton the business 2010 ® 122 Sustainability Report

@® 21 Financial objectives and dividend policy @® 148 Group management

® 23 Financial risks @® 150 SKF’s platforms

@® 23 Sensitivity analysis @® 152 Glossary

® 24 SKF -the knowledge engineering company @® 154 Definitions

® 29 New market offers 2010 ® 155 SKF’sfinancial website

® 32 SKF's markets @® 156 SKF’s global campaign 2010

@® 36 Administration report for the Parent @® 158 Seven-year review of the SKF Group
Company, AB SKF ® 159 Three-year review of the SKF divisions

® 36 Sustainability and seven-year review of per-share data

® 38 AB SKF's Board's proposal for principles @® 160 General information

of remuneration for Group Management

Key data

2010 2009
Net sales, SEKm 61,029 56,227
Operating profit, SEKm 8,452 3,203
Operating margin, % 13.8 5.7
Profit before taxes, SEKm 7,549 2,297
Basic earnings per share, SEK 11.28 3.61
Diluted earnings per share, SEK 11.28 3.61
Dividend per share, SEK 5.00Y 3.50
Cash flow after operating investments before financing, SEKm -2,838 5,752
Return on capital employed, % 24.0 9.1
Equity/assets ratio, % 36.0 358
Additions to tangible assets, SEKm 1,651 1,975
Registered number of employees, 31 December 44,742 41,172
Average number of employees 40,206 38,530

Number of shares 31 December 2010: 455,351,068, of which 44,915,604 A shares and 410,435,464 B shares.
YDividend according to the Board'’s proposed distribution of surplus.




This i1s SKF

SKF Group is the leading global supplier of products, solutions and
services within rolling bearings, seals, mechatronics, services and
lubrication systems. Services include technical support, maintenance
services, condition monitoring and training.

SKF was founded in 1907 and grew at a rapid rate to become a global company. As early as 1920,
the company was well established in Europe, North and Latin America, Asia and Africa. Today, SKF
is represented in more than 130 countries. The company has more than 100 manufacturing sites
and also sales companies supported by about 15,000 distributor locations. SKF also has a widely
used e-business marketplace and an efficient global distribution system.

SKF groups its technologies in five platforms: Bearings and units, Seals, Mechatronics, Services, and
Lubrication Systems. By utilizing capabilities from all or some of the platforms, SKF develops tailor-made
offers for each customer segment, helping customers improve performance, reduce energy use and lower
total costs, while bringing increased added value to SKF.

SKF does business mainly through three divisions: Industrial Division and Service Division, servicing
industrial original equipment manufacturers (OEMs) and aftermarket customers respectively, and
Automotive Division, servicing automotive OEMs and aftermarket customers. SKF operates in around
40 customer segments, whereof examples include cars and light trucks, wind energy, railway, machine
tool, medical, food and beverage and paper industries.

The Group has global certification to 1S0 14001 (environmental management systems) and OHSAS
18001 (health and safety) standards. Its operations are also certified to either ISO 9001 or applicable
customer industry standards, e.g. ISO/TS 16949 (automotive), AS9100 (aviation) or IRIS (railway) for
quality management systems.

The Group’s efforts in research and development have resulted in numerous innovations,

forming bases for new standards, products and solutions in the bearing world. In 2010, the number
of first filings of patent applications was 251.
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New long-term financial targets were set in October 2010. These are to have an operating margin level of 15%,
annual sales growth in local currencies of 8% and a return on capital employed of 27%.

Operating margin Changes in sales Return on capital
in local currency employed
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SKF defines sustainability as SKF Care, comprising Business Care, Environmental Care,
Employee Care and Community Care. Within each of these four cornerstones, key focus areas
and targets are defined to drive continuous performance improvement.

BeyondZero is acommitment, launched in 2005, stating that SKF is to realize business
objectives in such a way that negative environmental impact resulting from our operations
is minimized, while positive impact achieved through the use of our solutions by customers
is enhanced. BeyondZero goes beyond traditional practice of reducing negative impact by
striving for an overall positive environmental impact. BeyondZero influences

SKF’s development of products and solutions.

Carbon dioxide (CO,) is by far the most significant greenhouse gas
generated as a result of SKF's operations. Therefore, the Group has j<'i‘~_- : / -
set a target to reduce CO, emissions by a minimum of 5% annually, \
irrespective of production volume.




President’s letter

In 2010, we operated in an improving world economy in nearly all areas of our business,
geographically as well as from an industry viewpoint. Last year, | commented on how
we responded to the major downturn in demand and production that we saw in 2009.
This year, we not only responded well to the improving market but we delivered on
our financial targets setin 2007 and took further important steps to strengthen

the SKF Group for today and the future.

2010 — a very strong year
and investing for the future

In 2010, our sales grew by over 14% in local currencies. To
support this, we increased our manufacturing by over 20%.
We must remember, however, that we are still operating
globally at sales volumes similar to the beginning of 2007.
From a results viewpoint, we delivered a record operating
profit, record operating margin and a good cash flow. The
operating profit for the Group rose to SEK 8,452 million,
giving an operating margin of 13.8%. Our earnings per share
increased from SEK 3.61 in 2009 to SEK 11.28in 2010.

The Group’s strong financial performance and the positive
outlook means that the Board will recommend to the annual
shareholders’ meeting an increase to the dividend of 43% to
SEK 5.00.

There are three main reasons for this strong financial
performance. Firstly, our sales team has once again done
atremendous job in delivering value to our customers and
getting paid for it. This has been a strong effort from many
areas of SKF —not just the sales team visiting the customer,

but also those areas supporting this work. We have also gained

a number of important new businesses, which you can read
about further in the divisional section of this annual report.

President’s letter

Secondly, the steps which we have taken to reduce our cost
base and to manage our costs are showing real benefits.
These were tough steps to take but we are now building our
business from a lower cost base. Finally, the recovery which
we have seen in the global markets meant that we saw

£ L This year we not only responded
well to the improving market but we
delivered on our financial targets set in

2007 and took further important steps
to strengthen the SKF Group for today
and the future. , ,

improving volumes in our sales and manufacturing. All of
these points have together given us this strong result and the
possibility to further invest in our business in the future and
this we are doing.



Tom Johnstone, President and CEO

Let me highlight some of the steps we have taken to further
strengthen SKF during the year.

e Lubrication systems are a very important technology for
the SKF Group. SKF made a major entry into this market
in 2004 with the acquisition of the German based company,
Willy Vogel AG. Since then, we have taken a number of
important steps to develop this business and at the end
of the year we announced the acquisition of the Lincoln
Industrial Group, a US-based lubrication systems group,
which has sales of around USD 400 million, nine factories
worldwide and around 2,000 employees. The acquisition
of Lincoln Industrial will fully complement our existing
lubrication systems business from a manufacturing, sales
and technology viewpoint, and will help us bring more
value to our customers and to our shareholders.

e Qur strong focus on working closely with our customers
to develop new solutions based on our five technology
platforms enabled us to launch over 20 new products
and solutions to the automotive and industrial markets
during the year. Many of these continue our strong focus

on helping our customers reduce their energy consumption.

This strong focus will continue and intensify during the
coming years.

e Our commitment towards research and development was
maintained during the downturn in 2009 and increased in
2010. A new Global Technical Centre in Shanghai, China
was opened, which will complement the centre we opened
in India in 2009, bringing new product development closer
to our customers in these fast developing areas. We also
officially opened the University Technical Centre with
Imperial College, London, which will focus on supporting SKF
in the tribology area. In addition we have signed an agreement
with Tsinghua University in Beijing to work on developing
new materials for seals.

e To supportour growth in faster growing regions and industries,
we opened three new factories. Two of these are in India - in
Haridwar and Ahmedebad — and the other is in Tver, Russia.
This means that SKF has returned to manufacturing in
Russia after over 80 years’ absence. These factories have
been built to the LEED® or similar standard and | am
delighted that the Tver factory has already received the
LEED Gold Award.

e \We also announced that we will build two additional

factories: a new seals factory in Mysore, India and a second
factory for bearings in Dalian, China, which will primarily
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produce medium-size bearings for the industrial market.
Both these factories will open in late 2011.

e Last year, | commented on how we are establishing SKF
Solution Factories around the world to bring SKF knowledge
closer to our customers and to support our distributors.
These are already showing real benefits and during the year
we more than doubled their number to 17.

e The work to bring Manufacturing Excellence into our opera-
tions continued with increasing speed and | must say that | am
very impressed when | see what we are doing in our factories
due to the commitment and drive of all our employees.

e The activities in SKF Care (our name for Sustainability)
continued to develop positively with a number of important
new initiatives, such as the SKF Forest in China. You can
read more about all of our activities in this area in the
Sustainability Report which forms a special section in this
Annual Report.

e Our work to make SKF a Six Sigma company continues. Our
main focus was on improving product availability, reducing
capital employed and improving efficiency in our operations.
We completed 1,155 projects during the year which will
bring SKF annualized savings of SEK 468 million.

L £ Today SKF is more customer
focused and is investing in supporting

our customers by bringing resources
in terms of people, development and
factories closer to them. b

These are just some of the many activities that we carried
out during the year and | am sure you will agree that is has
been a very active period for the SKF Group.

New strategic initiatives and financial targets

The steps which SKF has taken over a number of years to make
the company more robust are paying dividends which can be
seenin our resultsin 2009 and 2010, as well as from the fact
that we were now operating around the financial targets which
we had set ourselves in 2007. Today SKF is more customer-
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focused and is investing in supporting our customers by
bringing resources, in terms of people, development and
factories closer to them. We are also less vertically integrated,
having divested our steel business and many of our component
factories.

During the year, we reconfirmed the strategy for the SKF
Group and focused on actions to ensure that we gain the full
benefit of the improving demand situation globally, strengthen
SKF in the faster growing regions and businesses and take full
advantage of the investments we have made and are making
to support our profitable growth.

SKF will continue to develop the platform/segment approach
to support our journey to become the knowledge engineering
company and will increase our focus on developing offerings
which help our customers reduce their environmental impact.
To support this development we have identified three key
initiatives.

Firstly, we will accelerate profitable growth through an
increased focus on offering all our technology platforms to our
existing customers and by capturing new customers. We see
real opportunities to deliver more value for our customers
through the technologies which we have at SKF. We will also
intensify our focus on certain key regions and segments which
offer better growth and profit possibilities. In addition, there is
a growing normal performance market in certain industries
and we are addressing this through developing application-
specific products and by further developing our other brands
such as PEER, which we acquired in 2008.

Our second initiative is to reduce costs and eliminate
waste in our business through the application of Business
Excellence and through a strong focus on cost reduction in our
products. One key activity for the Group in the coming years
is to build on the success of Manufacturing Excellence and
extend this approach to all the main activities and processes
of SKF. We have already started this in a number of areas, such
as product development and finance. This we call SKF Business
Excellence and it builds on many of the steps that we have
already taken in the Group over a number of years, such as
TQM, Six Sigma and of course, Manufacturing Excellence.

The third initiative is to invest in growth. We are already
increasing our investments in manufacturing, research and
development, and sales and engineering resources. We cannot
achieve our long-term targets without increasing our “feet on
the ground” working with our customers.

I firmly believe that by pursuing these initiatives in all of
our operations we have the possibility to raise the bar in our
financial performance and have therefore set ourselves new
long-term financial targets of a 15% operating margin level,
annual growth in local currencies of 8% and a return of capital
employed of 27%. Through these initiatives and by operating



In May 2010, the SKF Global Technical Centre China in Shanghai was inaugurated. The centre will bring innovation

and technical knowledge closer to customers in Asia.

in line with these targets, we will ensure that SKF has the
financial strength to continue to invest in its business and that
SKF becomes the knowledge engineering company.

In addition, our work in SKF Care will continue to be a guiding
light for all we do at SKF. It was wonderful to see an increased
number of football teams supported by SKF attending the
Gothia Cup this year, and | expect that there will be even more
teamsin 2011.

Looking forward to 2011
Looking forward to 2011 we expect to see a positive trend in
the macroeconomy overall even if, at this time, it looks like the
growth will be lower than what we saw in 2010. World growth
will be driven by very good development in the faster growing
areas such as Asia, Latin America and Central/East Europe.
However, we also expect to see positive growth in the more
traditional regions of Western Europe and North America.

To support our longer-term ambitions and our new financial
targets, 2011 will be a year of investment for the SKF Group.
While we will face some strong headwinds in 2011 from

currencies and higher raw material costs, | firmly believe that
we will continue the positive development of the SKF Group,
both financially and in the marketplace with our customers and
distributors. We have continued to invest in our business in
recent years and will further step thisup in 2011.

2010 was a very good year for the SKF Group. | want to
sincerely thank each and every SKF employee for their support
and commitment, for doing a truly outstanding job in 2010
and for their continued support in making SKF the knowledge
engineering company.

gow\ @l/\/f‘@

Tom Johnstone
President and CEO
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Shares and shareholders

SKF shares as of 31 December 2010
SKF’s A and B shares have been quoted on the NASDAQ OMX Stockholm AB since 1914. The total number of shares
traded in 2010 was 808,777,665.

A shares, unrestricted 44915,604
B shares, unrestricted 410,435,464
Total 455,351,068

An A share gives the entitlement to one vote and a B share to one-tenth of a vote. It was decided at AB SKF's Annual
General Meeting on 18 April 2002 to insert a clause in the Articles of Association which would allow owners of A shares
to convert these to B shares. 505,400 A-shares were converted to B shares in 2010.

A-shares are constituting 9.8% of total number of shares, to be compared to 10% in December 2009 and 43.3% in

December 2001.

Amount paid Share capital Number of Quoted value
Changes in share capital 1982-2010 SEKm SEKm shares in millions per share, SEK
1982 Bonus issue 1:4 - 1,350 270 50.00
1989 Split 4:1 - 1,350 108.0 12.50
1990 Conversion of bonds 62 1,412 113.0 12.50
1997 Conversion of bonds 11 1,423 113.8 12.50
2005 Split 5:1 and redemption - 1,138 455.3 2.50
2007 Split 2:1 and redemption - 1,138 455.3 2.50
2008 Split 2:1 and redemption - 1,138 455.3 2.50

Share savings fund for employees

SKF Allemansfond, a national security savings fund for SKF employees in Sweden was started in 1984. On 31 December
2010, the SKF Allemansfond had 4,009 members. 34% of the fund was invested in SKF shares. Assets amounted to

SEK 205 million.

Distribution of shareholding

Number of Number
Shareholding shareholders % of shares %
1-1,000 54,228 81.14 18,008,058 470
1,001-10,000 11,137 16.66 30,841,011 8.34
10,001 -100,000 1,107 1.66 32,541,268 5.65
100,001 - 364 0.54 373,960,731 81.31
66,836 100.0 455,351,068 100.0

Source: Euroclear Sweden AB (Securities Register Centre) as of 31 December 2010.
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In percent of In percent of

The ten largest shareholders Ashares Bshares  Number of shares Number of votes voting rights  share capital
Foundation Asset Management 21,250,000 33,553,511 54,803,511 24,605,351 28.6 12.0
Skandia 4,075,769 832,871 4,908,640 4,159,056 4.8 11
Alecta 2,192,404 19,102,200 21,294,604 4,102,624 4.8 4.7
Swedbank Robur Funds 2,163,841 16,443,182 18,607,023 3,808,159 4.4 4.1

Gamla Livforsakringsbolaget
SEB Trygg Liv 1,635,224 1,019,576 2,654,800 1,737,181 2.0 0.6
AFA Sickness Insurance 1,384,900 3,482,059 4,866,959 1,733,105 2.0 1.1
AMF Pension 0 13,253,923 13,253,923 1,325,392 15 29
SEB Investment Management 478,440 7,378,324 7,856,764 1,216,272 14 1.7
PRI Pensionsgaranti 926,200 332,000 1,258,200 959,400 1.1 0.3
Nordea Investment Funds 0 9,024,777 9,024,777 902,477 1.0 2.0
34,106,778 104,422,423 138,529,201 44,549,017 51.6 30.5

Source: Euroclear Sweden AB's public share register as of 31 December 2010.

Foundation Asset Management Sweden AB (FAM) is the only shareholder with a shareholding representing at least 10% of the voting rights in SKF.

As of 31 December 2010, about 41% of the share capital was owned by foreign investors, about 50% by Swedish companies, institutions and
mutual funds and about 9% by private Swedish investors. Most of the shares owned by foreign investors are registered through trustees, so that
the actual shareholders are not officially registered.

Per-share data (Definitions, see page 154)

Swedish kronor/share 2011 2010 2009 2008 2007 2006 2005 2004
Earnings per share 11.28 3.61 10.14 10.09 948 773 6.42
Dividend per A and B share 5.00Y 3.50 3.50 5.00 4.50 4.00 3.00
Total dividends, SEKm 2,277Y 1,594 1,594 2,277 2,049 1,821 1,366 1,138
Redemption per share 5.00 10.00 6.25
Total redemption, SEKm 2,277 4,554 2,846

Purchase price of B shares at year-end

on the NASDAQ OMX Stockholm 191.60 123.60 77.25 104.79 113.22 99.80 60.83
Equity per share 42 38 41 40 42 38 36
Yield in per cent (B) 2.6 2.8 4.5 4.8 4.0 4.0 49
Yield in per cent (B), incl. share redemption 9.5 12.8 46.0
P/E ratio, B (share price/earnings per share) 17.0 34.2 7.6 104 119 129 9.5
Cash flow after investments,

before financing per share -6.23 12.63 0.14 4.67 4.74 5.25 -2.05

9 According to the Board's proposal for the year 2010.

Geographic ownership

Source: SIS Ownership Data Corp.

Sweden Sweden Sweden

Europe excl. Sweden Europe excl. Sweden £ Europe excl. Sweden

USA USA USA

Rest of the world Restof theworld — ¢ Rest of the world

2010 2009 2008
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There are currently more than 40 analysts who analyze and follow SKF and give recommendations on the shares.
Names and companies can be found at www.skf.com. Go to “Investors”, then “The shares” and then “Analysts”.

Price trend of the SKF shares
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Additional information
There are no regulations under Swedish law or under the Articles of
Association limiting the transferability of SKF shares. Furthermore,
to the best of SKF’'s knowledge, there exist no agreements between
shareholders limiting the right to transfer SKF shares (e.g. by pre-
emption or first refusal clauses). No limitations exist limiting the
number of votes which each shareholder may cast at a shareholders’
meeting.

There are no existing agreements between SKF and any Board
member or employee, which allow them to receive compensation
in case of resignation, dismissal without cause, or termination of
employment as a consequence of a public takeover bid on the
sharesin AB SKF.

Geographic distributions 2010 of net sales, average number
of employees and property, plant and equipment (per cent)

AB SKF Stock Fund in the USA

SKF USA Inc. is offering a majority of its employees a possibility to
defer pre-tax earnings into a Defined Contribution Pension Plan. The
employees can direct the contributions and the matching contributions
by the Company to different mutual funds. Through 31 December
2010, deferrals could be invested in an AB SKF Stock Fund. Effective
1January 2011, deferrals and transfers into this fund are no longer
permitted, although employees could maintain balances existing at

1 January 2011. The employees have no direct voting rights based on
the shares held in the fund. The fund held 780,748 SKF B shares at the
end of 2010.

B Net sales
Average number of employees
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A wheel-loader can be equipped with several products, solutions and services
from the five technology platforms; see examples below.

Chassis lubrication

Centralized lubrication

systems
Central gear
Hybrid pinion units
]
[ ]
[ ]
]
[ ] |
Motor hood
Electromechanical
actuators

Wheel end

« Integrated smart wheel bearing
units with sensors

« SKF Mudblock cassette seals

SKF’s platforms




Glossary

Accident rate

The accident rate for the Group is calculated
using the formula:

Accident rate =R x 200,000/H

where R= number of recordable accidents
and H = total hours worked

This formula s provided by the US Occupational
Safety and Health Administration (OSHA)

Ball bearings versus roller bearings

The main difference in the performance of
these two bearing types is that ball bearings
have lower friction than roller bearings, while
roller bearings have a higher load-carrying
capacity.

BeyondZero

BeyondZero is a concept launched in 2005,
defining SKF's commitment to realizing the
vision of achieving a net positive contribution
to the environment. This commitment is
leading SKF in developing and providing new
environmentally-sound, energy-efficient
products and services, as well as introducing
effective energy conservation programmes
in its operations.

By-wire technology
In by-wire systems, the direct mechanical
control is replaced by electronic control.

Carbon dioxide

A common gas with the chemical formula
CO,. This gas is generated in various
processes in nature and in combustion of
most fuels. CO, contributes to the global
greenhouse effect.

Carbon intensity
The amount of CO, released during the
conversion of the total energy used.

Condition monitoring

By regularly measuring vibration levels in
bearings and machines, maintenance factors
impacting on bearing service life and machine
operation can be controlled. Condition moni-
toring instrumentation and software enable
the early detection of bearing and machinery
problems, making it possible for technicians
to take the necessary steps in order to address
a problem before it results in unanticipated
downtime.

Glossary

Elastomer
Synthetic rubber.

Employee retention rate

1 - (R)/(registered number of employees as
of 31 Dec - newly hired during the year + R)
R = number of employees that left during
the year

Energy intensity

The total energy used in all forms in the manu-
facturing facilities divided by an accounting
measure of manufacturing output.

Friction

Aforce that counteracts movement between
contact surfaces. Friction is by nature complex
and is calculated by means of an empirical
factor. Friction consumes energy and generates
heat in rotating machinery.

Gigawatt hour (GWh)
One million kilowatt hours (kWh). Measure
of electrical energy quantity.

GHG protocol

The GHG Protocol Corporate Standard pro-
vides standards and guidance for companies
and other organizations preparing a GHG
(greenhouse gas) emissions inventory.
Through the use of standardized approaches
and principles, it provides a clear and trans-
parent reporting mechanism.

Hub bearing unit

Easy-to-mount, compact bearing unit for
passenger car wheels. It is based on a double-
row angular contact ball bearing and has
integrated seals. It can be equipped with a
sensor suitable for anti-lock braking aystems
(ABS), traction control and so on.

Integrated Maintenance Solution (IMS)
An IMS contract is an expanded trouble-
free operation programme which consists
of services such as training, installation
supervision, root cause failure analysis
and the condition monitoring of rotating
machinery.

ISO
The International Organization for Standard-
ization (ISO) is an international standard-

setting body composed of representatives
from various national standards organiza-
tions. The organization promulgates world-
wide proprietary industrial and commercial
standards.

Landfill
Designated area for disposal of waste.

Large size bearings

The range includes standard bearings as well
as bearings tailored for specific applications.
Bearings with an outside diameter of more
than 420 mm are considered as large. The
bearings are available both in metric and inch
dimensions.

Leadership in Energy & Environmental
Design (LEED)

An internationally recognized green building
certification system, providing third-party
verification that a building or community was
designed and built using strategies intended
to improve performance in metrics such as
energy savings, water efficiency, CO, emis-
sions reduction, improved indoor environ-
mental quality, and stewardship of resources
and sensitivity to their impacts.

Life cycle analysis

Systematic analysis of all environmental
impacts of a product during its entire life
cycle, i.e. from raw material to end-of-life
product recovery or disposal.

Linear products

A common name for components, units and
systems for linear movement. They include
linear bearings, profile rail guides, linear ball
bearing slides and so on.

Lubricant

Grease, oil or other substance to facilitate the
motion of surfaces relative to each other, e.g
in a bearing.

OHSAS 18001

Occupational Health and Safety Assessment
Series management system targets at con-
trolling occupational health and safety risks
as well as to improve performance in the
area. Itis compatible to ISO 14001 (Environ-
mental Management System).



Six Sigma
SKF Six Sigma is a
continuous improvement
programme within SKF
that targets waste and
defects in all business
processes. SKF Six Sigma
projects are run by extensively trained
Black Belts and Green Belts, where Black
Belts are required to run two projects a
year and Green Belts one project a year.
Within the SKF Six Sigma programme
are a number of tools and methodologies
ranging from traditional DMAIC and
Design for Six Sigma to Lean and other

N

waste reducing methodologies. The
foundations for SKF Six Sigma improve-
ments are that they are fact based and
sustainable and contribute to the
business objectives.

Design for Six Sigma (DfSS)

A methodology which focuses on developing
new products and services to the market
with optimal performance levels.

Lean Six Sigma

A methodology which combines tools from
both Lean Manufacturing and Six Sigma.
Lean focuses on speed and waste,

Six Sigma on variation and quality —
the resultis better quality faster.

Six Sigma for Growth

A customer focused approach and
targets improvements in the growth
areas such as marketing, sales and
distribution.

Transactional Six Sigma
Focuses on people processes such as
service, sales and human resources

/

Original Equipment Manufacturer (OEM)
Customers who buy bearings to use in their
own products, such as manufacturers of cars,
household appliances, gearboxes and so on.

REACH

The REACH Regulation came into force on

1 June 2007, intended for the Registration,
Evaluation, Authorization and Restriction of
Chemical substances. Information about the
chemical substances used or imported shall
be registered in a central database run by
the European Chemical Agency (ECHA).

Remediation
Clean-up and restoration of a contaminated site.

Resetting

Re-adjusting the machines in a production
channel for the manufacture of various bearing
sizes. Reducing resetting time increases the
availability of bearing sizes and thus improves
customer service. A further benefit is that
inventory can be kept at a lower level.

Residual product

Other product than the main product from a
production process. It may or may not have a
net value. Residual products without a positive
net value are wastes.

Self-aligning ball bearing
This bearing type, invented in 1907 by SKF'’s
founder Sven Wingquist, solved one of the

largest industrial problems of the time —
the continual production stoppages caused
by bearing failure. As the alignment of the
shafts was not accurate enough for the rigid
ball bearings that were normally used, the
bearings failed due to misalignment. The
double-row, self-aligning ball bearings
accommodated the misalignment without
reducing service life, thereby solving the
problem.

SKF Care

Sustainability is one of SKF’s five business
drivers, alongside Profitability, Quality,
Innovation and Speed. SKF'’s approach to
sustaining financial and operational excel-
lence centres on the SKF Care concept, which
consists of Business Care, Environmental
Care, Employee Care, and Community Care.

SKF Internal Control Standard (SICS)
Afinancial internal control framework, based
on the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSO),
developed by SKF for ensuring that a basic,
consistent system of financial internal control
is maintained throughout the SKF Group.

SKF Solution Factory

The SKF Solution Factory combine the full
range of SKF's expertise within technology
platforms with workshop facilities, providing
customized service and solutions to custom-
ers. This brings many SKF bearing services

and integrated value-adding solutions close
to the customers — such as remanufacturing
and customization, application engineering,
spindle repair, lubrication applications,
mechanical services including mounting,
alignment and balancing, remote monitoring
centre and training.

Superfund site

Old landfill or plant site in the United States
with soil or groundwater contamination, subject
to aremediation programme according to a
federal law. Remediation funding is provided by
those who contributed to the contamination.

Super-precision bearings

SKF’s comprehensive assortment of super-
precision bearings is designed for machine
tool spindles and other applications that
require a high level of running accuracy at
high to extremely high speeds. Each bearing
type incorporates unique features to make it
suitable for specific operating conditions.

Transaction effects

Companies involved in international trade
risk that currency exchange rates may
change and thereby effect the value of the
transactional currency flows.

Translation effects

The risk that a company’s equities, assets,
liabilities or income will change as a result of
the translation of foreign currency into SEK.

Glossary




Tribology

Tribology is the science and technology of
interacting surfaces in relative motion. It
includes the study and application of the
principles of friction, lubrication and wear.

Working Climate Analysis (WCA)

An annual survey distributed to all employees
with the aim of obtaining their feedback on
SKF’s performance in relation to the company's
values and key focus areas.

N

SKF Business Excellence

SKF Business Excellence was launched
in 2010. Itis about delivering value to
customers in the most effective and
efficient way possible, through utilizing
the knowledge of employees, partners
and the company'’s technology. Business
Excellence builds on many of the initia-

~

tives started by the SKF Group over a
number of years, the most recent was
SKF Manufacturing Excellence. With
Business Excellence SKF is expanding the
experience from the manufacturing area
into other processes and operations
within the SKF Group. Business Excel-
lence is more than just about results —

it actively challenges the organization to
consider whether it is achieving the right
results in the best way possible. SKF
Manufacturing Excellence focuses on
reducing waste and eliminating non-value
adding activities. The heart of the system
is the people in the production process.

/

Definitions

Key figures

The majority of the subsidiaries within the Group report the results of
their operations and financial position twelve times a year. Most of the
key figures presented in the Annual Report have been calculated using
average values based on these reports. Consequently, the calculation
of these key figures using the year-end values presented may give
slightly different results.

1. Portion of risk-bearing capital
Equity and provisions for deferred taxes, as a percentage of total
assets at year end.

2. Equity/assets ratio
Equity as a percentage of total assets at year end.

3. Gearing

Loans plus net provisions for post-employment benefits, as a
percentage of the sum of loans, net provisions for post-employment
benefits and equity, all at year end.

4. Net debt/equity

Total short-term financial assets excluding derivatives minus loans
and provisions for post-employment benefits, as a percentage of
equity, all at year end.

5. Return on total assets
Operating profit/loss plus interest income, as a percentage of twelve
months average of total assets.

6. Return on capital employed

Operating profit/loss plus interest income, as a percentage of twelve
months average of total assets less the average of non-interest
bearing liabilities.

Definitions

7. Return on equity
Profit/loss after taxes as a percentage of twelve months average
of equity.

8. Operating margin
Operating profit/loss, as a percentage of net sales.

9. Turnover of total assets
Net sales in relation to twelve months average of total assets.

10. Basic earnings/loss per share in SEK
Profit/loss after taxes less non-controlling interests divided by
the ordinary number of shares.

11.Yield
Dividend as a percentage of share price at year end.

12. P/E ratio
Share price at year end divided by basic earnings per share.

13. Average number of employees
Total number of working hours of all employees, divided by
the normal total working time over the year.

14. Equity per share
Equity excluding non-controlling interests divided by the ordinary
number of shares.



SKF's financial website

SKF's financial webpage — www.skf.com/investors — contains detailed and updated financial information,
as well as information about SKF’s objectives and strategies, corporate governance, Group-related news,
etc. The webpage also has a subscription service for receiving press releases and reports by email.

A selection of headlines and functions on the webpage is shown below.

About SKF

Targets and performance
Strategy

Financial risk management
Sensitivity analysis
Acquisition and divestment
Production sites

Sustainability

Reports
Financial reports
Annual reports
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SKF’s global campaign 2010

This campaign has been used in key markets globally to demonstrate the real Power of Knowledge Engineering,
through SKF's engineers, as they show how they help create new solutions for customer problems. Solutions
that improve efficiency, productivity and reduce environmental impact.

concrete |
energy savings

SKF Thermal Camera

SKF's global campaign 2010

Keith Meyers, SKF

Cement producers are under intense pressure to improve @
productivity and reduce costs and environmental impact.
The cement making process is a large consumer of
electricity and fuel. To help solve their environmental
and financial challenges, SKF engineer Keith Meyers
applies SKF’s life cycle management approach to the
manufacturing process. The results are impressive.
One cement producer reduced energy usage by 8%,
which is equal to the annual electric consumption of
18,000 average European households, and increased
Overall Equipment Effectiveness by 12%.
This is a great example of what we call Knowledge

Engineering. And yet another way of how we apply our

~ know-how by utilizin:n ide ran

ervices to help increa: ienc

Cement producers are under intense
pressure to improve productivity and
reduce costs and environmental impact.
The cement making process is a large
consumer of electricity and fuel. To help
solve their environmental and financial
challenges, SKF engineer Keith Meyers
applies SKF's life cycle management
approach to the manufacturing process.
The results are impressive. One cement
producer reduced energy usage by 8%,
which is equal to the annual electric
consumption of 18,000 average European
households, and increased Overall
Equipment Effectiveness by 12%

This is a great example of what we call
Knowledge Engineering. And yet another
way of how we apply our know-how by
utilizing our wide range of products and
services to help increase efficiency, save
energy and reduce costs. Read the full
story at www.skf.com.

The Power of Knowledge Engineering



Manufacturers of heavy duty vehicles face
anew challenge. Future legislation will
drastically reduce the allowed emissions
from diesel engines. SKF engineer Lisa
Karlsson already today offers a solution;

the new high pressure valve stem seal.

With its robust design, it enables a reduction
of blow-by gases and helps reduce CO,
emissions. The resultis increased engine
efficiency and improved fuel economy.

Take steel productivity
to new heights

Modern steel allows architects to create

the mostimaginative designs. SKF engineers,
like Dario Rodriguez, work with mills to
develop innovative solutions that help pro-
duce this steel. Solutions like the SKF ConRo
unit; a unit designed to deliver longer service
life, reduce operating costs and use up to
65% less grease.

Our recipeTo
healthier bre

Farmers are constantly striving to improve
the quality and purity of their products. To
help, SKF sales engineer Maurizio Giovannelli
offers a solution: independent tillage discs
fitted with the relubrication-free SKF Agri
Hub. With this innovation, farmers can work
more efficiently, instead of spending time
with the lube pump. They also reduce the
risk of grease contaminating their fields.

Reduce turbine size
and costs will follow

. “The Pawer of Knowledge Enginering

As wind power is gaining momentum, turbine
manufacturers are looking for ways to make
production more efficient and less costly. SKF
engineer Matthias Hofmann offers a solution:
the SKF Nautilus main shaft bearing. This
innovation enables very compact nacelle
designs with main gearboxes or directly-
driven generators mounted close to the rotor
hub. The result is a drastic reduction in size,
weight, maintenance and turbine costs.

Sailing under
a clearer blue sky

Do you know that shipping is the most
energy efficient alternative for long-distance
transportation? Even so, there are ways to
improve the large-scale two-stroke diesel
engines that propel the biggest container
ships across the oceans. SKF product
manager Jan Ruiter offers a solution: SKF
centralized cylinder lubrication systems that
help reduce CO, emissions by 30%. Not a bad
way to help fight climate change.

Make b;t;ﬁnane}\\ln

fIO\A{_&tﬁout Watleﬁ-l-I s

Conveyor lines in bottling plants are usually
lubricated with a mix of water and lubricants.
Thousands of liters of water are contaminated
and wasted every day. But SKF engineer
Frédéric Rousseau has a smart solution,
using no water at all. SKF Dry Lubrication
Systems can save 90 m® water per bottling
line each month.

SKF's global campaign 2010




Seven-year review of the SKF Group

SEKm unless otherwise stated 2010 2009 2008 2007 2006 2005 2004
Income statements

Net sales 61,029 56,227 63,361 58,559 53,101 49,285 44,826
Operating expenses -52,438 -52939 -55,618 -51,036 -47,110 -44,215 -40,461
Other operating income and expenses, net -139 -74 -34 19 -22 85 72
Profit (+)/loss (-) from jointly controlled and associated companies 0 -11 1 -3 738 172 -3
Operating profit 8,452 3,203 7,710 7,539 6,707 5,327 4,434
Financial income and expense, net -903 -906 -842 -401 -320 -74 -347
Profit before taxes 7,549 2,297 6,868 7,138 6,387 5,253 4,087
Taxes -2,253 -592 -2,127 -2371 -1955 -1646 -1,111
Net profit 5,296 1,705 4,741 4,767 4,432 3,607 2,976
Attributable to:

Owners of AB SKF 5,138 1,642 4,616 4,595 4,317 3,521 2,926
Non-controlling interests 158 63 125 172 115 86 50
Balance sheets

Intangible assets 10,473 4,014 4,654 3,516 2,586 1,583 1,079
Deferred tax assets 1,695 1,665 1,342 886 745 738 619
Property, plant and equipment 12,922 13933 14,556 11960 11,388 11,119 11,012
Non-current financial and other assets 1,411 1,502 1,366 2,643 2,032 2,531 773
Inventories 12,879 11,771 15,204 11,563 9939 9931 8,985
Current financial assets 13,005 14,540 15,668 14,169 17,848 13,020 10,971
Other current assets 2,839 3,590 3,310 2,365 2,100 1,571 1,446
Total assets 55,224 51,015 56,100 47,102 46,638 40,493 34,885
Equity 19,894 18,280 19,689 19,009 19706 17961 17,099
Provisions for post employment benefits 7,093 7,020 6,356 4,600 5,145 5,562 4,805
Deferred tax provisions 2,132 754 1,210 1,652 1,130 862 958
Other provisions 2,162 2,849 2,339 2,067 1919 2,210 1,927
Financial liabilities 16,651 14994 18,549 13,015 12,754 8,215 5,014
Other liabilities 7,292 7,118 7957 6,759 5,984 5,683 5,082
Total equity and liabilities 55,224 51,015 56,100 47,102 46,638 40,493 34,885
Key figures? (in percentages unless otherwise stated)

Return on total assets 16.8 6.5 16.1 171 16.1 14.8 129
Return on capital employed 24.0 9.1 24.0 249 23.0 219 19.0
Return on equity 28.4 9.0 26.3 24.6 235 20.6 18.0
Operating margin 13.8 57 12.2 129 12.6 10.8 99
Turnover of total assets, times 1.19 1.04 1.25 1.25 1.22 1.31 1.26
Portion of risk-bearing capital 39.9 373 37.3 44.0 44.7 46.5 51.8
Gearing 48.6 49.3 50.1 369 38.6 345 257
Equity/assets 36.0 35.8 35.1 40.5 42.3 44.4 49.0
Investments and employees

Additions to property, plant and equipment 1,651 1,975 2,531 1,907 1,933 1,623 1,401
Research and development expenses 1,184 1,217 1,175 900 875 837 784
Patents - number of first filings 251 218 179 186 175 176 189
Average number of employees 40,206 38,530 43,201 41,645 39,780 37,454 38,502
Number of employees registered at 31 December 44,742 41,172 44799 42,888 41,090 38,748 39,867

Y See page 154 for definitions of key figures.

Seven-year review of the SKF Group



Three-year review of the SKF
divisions/segments”

SEKm unless otherwise stated 2010 2009 2008
Industrial Division

Net sales 19,424 19,534 22,931
Sales incl. intra-Group sales 29,607 28,546 33,936
Operating profit 3,498 1,551 4,010
Operating margin? 11.8% 5.4% 11.8%
Assets and liabilities, net 23,392 15,966 18,224
Registered number of employees 19,922 17,853 19,429

Service Division

Net sales 22,029 19,599 21,838
Sales incl. intra-Group sales 22,408 19957 22,249
Operating profit 3,036 2,585 3,362
Operating margin? 13.5% 13.0% 15.1%
Assets and liabilities, net 5,125 4,819 5,661
Registered number of employees 5,832 5,725 6,017

Automotive Division

Net sales 18,231 16,051 17,886
Sales incl. intra-Group sales 21,989 19,103 21,677
Operating profit 1,859 -785 538
Operating margin? 8.5% -4.1% 2.5%
Assets and liabilities, net 8,034 8,073 10,015
Registered number of employees 14,469 13,480 14,960

Y Previously published amounts have been restated to conform to the current Group structure in 2010.
The structural changes include business units being moved between the divisions and between other operations/Group activities and divisions.
2 Qperating margin is calculated on sales including intra-Group sales.

Per-share data

Definitions, see page 154

Swedish kronor/share unless otherwise stated 2011 2010 2009 2008 2007 2006 2005 2004
Earnings per share 11.28 3.61 10.14 10.09 9.48 773 6.42
Dividend per A and B share 5.00Y 3.50 3.50 5.00 4.50 4.00 3.00
Total dividends, SEKm 2,277 1,594 1,594 2,277 2,049 1,821 1,366 1,138
Redemption per share 5.00 10.00 6.25
Total redemption, SEKm 2,277 4,554 2,846
Purchase price of B shares at year-end

on the NASDAQ OMX Stockholm 191.60 123.60 7725 104.79 113.22 99.80 60.83
Equity per share 42 38 41 40 42 38 36
Yield in per cent (B) 2.6Y 2.8 4.5 4.8 4.0 4.0 49
Yieldin per cent (B), including share redemption 9.5 12.8 46.0
P/E ratio, B (share price/earnings per share) 17.0 34.2 7.6 104 119 129 9.5
Cash flow after investments,

before financing per share -6.23 12.63 0.14 4.67 4.74 5.25 -2.05

Y According to the Board's proposal for the year 2010.

Three-year review of the SKF divisions/segments and per share data




General iInformation

Annual General Meeting

The Annual General Meeting will be held at
SKF Kristinedal, Byfogdegatan 4, Goteborg,
Sweden, at 14.30 on Thursday, 28 April 2011.
The Annual General Meeting is the primary
forum at which shareholders have a possibility
to communicate directly with Group Manage-
ment and the Board of Directors.

For the right to participate in the meeting,
shareholders must be recorded in the
shareholders' register kept by Euroclear
Sweden AB by Wednesday, 20 April 2011,
and must notify the company at the latest on
Wednesday, 20 April 2011 via the internet,
www.skf.com, or by letter to

AB SKF

c/o Computershare AB

Box 610

SE-182 16 Danderyd

Sweden

or by telephone +46 31 337 25 50
(between 09.00 and 16.00)

When notifying the company, preferably in
writing, this should include details of name,
address, telephone number, registered
share-holding and advisors, if any. Where
representation is being made by proxy, the
original of the proxy form shall be sent to the
company before the Annual General Meeting.
Shareholders whose shares are registered
in the name of a trustee must have the shares
registered temporarily in their own name in
order to take part in the meeting. Any such
re-registration for the purpose of establishing
voting rights shall take place by Wednesday,

20 April 2011 at the latest. This means
that the shareholder should give notice

of his/her wish to be included in the share-
holders’ register to the trustee well in
advance before that date.

Payment of dividend

The Board of Directors proposes a dividend
of SEK 5.00 per share for 2010. 3 May 2010
is proposed as the record date for share-
holders to be entitled to receive dividends
for 2010. Subject to resolution by the Annual
General Meeting, it is expected that Euroclear
will distribute the dividend on Friday, 6 May
2011.

Financial information and reporting
AB SKF will publish the following financial
reportsin 2011:

Year-end report 2010 1 February
Annual Report 2010 11 March
First-quarter report 2011 19 April
Half-year report 2011 15 July
Nine-month report 2011 19 October

The reports are available in Swedish and
English. The financial reports are published
on SKF's website, www.skf.com, choose Invest-
ors and click on Reports. A subscription service
for press releases and interim reports is
available on the website under Investors,
choose Subscribe.

The annual report is sent to those share-
holders who have notified the company that
they wish to receive a copy.

Reports can also be ordered from

SKF Investor Relations

Anna Alte

SE-415 50 Goteborg
Sweden

Telephone: +46 31 337 19 88
fax: +46 31 337 17 22
E-mail: skf.ir@skf.com

Contact persons:

Ingalill Ostman

Senior Vice President, Group Communications
E-mail: ingalill.ostman@skf.com

Marita Bjork

Head of Investor Relations
E-mail: marita.bjork@skf.com
www.skf.com (Investors)

SKF Group Headquarters
SE-415 50 Goéteborg, Sweden
Telephone: +46 31 337 10 00
www.skf.com

Company reg.no 556007-3495

Rob Jenkinson

Director, Corporate Sustainability
SKF (UK) Limited

Sundon Park Road

Luton LU3 3BL

Telephone: +44 1582 496317
E-mail: rob.jenkinson@skf.com

Cautionary statement

This report contains forward-looking statements that are based on the current expectations of the management of SKF. Although management believes that the expectations

reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations will prove to have been correct. Accordingly, results could differ
materially from those implied in the forward-looking statements as a result of, among other factors, changes in economic, market and competitive conditions, changes in the

regulatory environment and other government actions, fluctuations in exchange rates and other factors mentioned in the Administration Report in this Annual Report.

General information




The following topics related to the SKF Annual Report 2010
including Sustainability Report are to be found at

www.skf.com, choose Investors and Reports.

e Articles of Association

e SKF Code of Conduct

e The SKF Environmental, Health and Safety (EHS) Policy
e Carbon dioxide emission data

e Environmental performance data

e Zero Accidents awards

e Productions sites as of 31 December 2010

e The compliance table to GRI G3 Guidelines (GRI Index Table).

The SKF employees in the pictures included in this report are:

Page 2-3

From left: Pradip Parmar, Nikolett Orosz, Johan Gavin, Haiyan Wang, Linn Leo, Arabinda Nath and Fumiko Miura O'Keefe
Page 22 — SKF Treasury Centre in Gothenburg, Sweden

From left: Fumiko Miura O’Keefe, Peter Fredriksson, Hakan Backlund Faugust, Anders Hellstrém and Stefan Nobel
Page 26 — Global Technical Centre China in Shanghai

Windy Yan

Page 120 — SKF Vehicle Parts in Gothenburg, Sweden

From left: Linn Leo and Carina Magnusson

Page 121 - Factory in Haridwar, India

From left: Vinayak Choubey and Devendra Singh

Page 138

Pratik Shah from Ahmedabad, India

® SKF, AXLETRONIC, MICROLOG, SKF RELIABILITY SYSTEMS, SPEEDI-SLEEVE,WINDLUB and QUICKLUB are
registered trademarks of the SKF Group.

™ BeyondZero, SKF EXPLORER and X-TRACKER are trademarks of the SKF Group.

© SKF Group 2011
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arising out of the use of the information contained herein.
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