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THE BOARD OF DIRECTORS’ REPORT
The Board of Directors’ Report
Profit Holding Ltd (originally Shelco 51 Ltd) was established on 1st July 2014 and registered in the Trade
Register on 8th August 2014. Profit Holding Ltd acquired Profit Software Oy's shares on 30th September 2014
whereby Profit Holding Ltd Group was formed. Profit Holding Ltd Group consists of the parent company Profit
Holding Ltd, Profit software Ltd and its subsidiaries Profit Software Oü in Estonia and Profit Software AB.

FINANCIAL RESULTS
Parent company Profit Holding Ltd’s income was generated from management of the group companies, as the
Managing Director of the Group operates under Profit Holding Ltd. Profit Holding Ltd operates otherwise as the
financing company of Profit Software Ltd. Profit Holding Ltd's fiscal year 2019 net sales amounted to EUR 585
thousand (2018: EUR 559 thousand). The parent company's profit for the period was EUR 3 513 thousand
(2018: EUR 4 317 thousand). Company's total assets on 31st December 2019 were EUR 38 731 thousand (2018:
EUR 38 380 thousand) and shareholders' equity EUR 23 818 thousand (2018: EUR 21 112 thousand)
The Group’s 2019 revenue was EUR 25 059 thousand (2018: EUR 24 694 thousand) and the operating profit
was EUR 5 082 thousand (2018: EUR 4 997 thousand). The Group's net profit for 2019 was EUR 4 134 thousand
(2018: EUR 4 185 thousand). The group’s consolidated financial statement in total was EUR 43 016 thousand
(2018: EUR 42 058 thousand) and total equity EUR 25 282 thousand (2018: EUR 22 071 thousand).
Further information about the group’s operative functions are presented in the Profit Software Oy subgroup
annual report. The Group’s financial ratios are presented in Notes No. 26.

SUBGROUP
Profit Holding Ltd Group consists of the parent company Profit Holding Ltd, Profit software Ltd and its
subsidiaries Profit Software Oü in Estonia and Profit Software AB in Sweden.

RESEARCH AND DEVELOPMENT
The 2019 research and development costs were EUR 3,9 million (2018: 2,8; 2017: 1,7)
Profit Life & Pension
During 2019, Profit Software released a new version of the Profit Life & Pension product.
Version 5.0, which was released in June 2019, included a new solution for personal risk insurance. The solution
covers a flexible selection of established risk securities in the industry: life-, disability-, health insurance and
loan security. In this version we also continued expanding the digital self-service interfaces’ functionalities. In
the savings insurance side, we have brought significant changes according to legislation.
The national income register is a significant undertaking, and Profit Software published, as a part of the PLP
version 5.0, the first version meant for customers’ compatibility testing. During 2019 we have continued the
support for the national income register together with our clients. The client testing and the preparations for
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taking into production continues during 2020. The software readiness is in the planned schedule in January
2021 for the introduction of the national income register.
For the needs of the employment pension funds, we have continued developing a software version, that has
created interest among clients.
In addition, we have continued presenting our solutions in the Nordic and Baltic markets.
Mortgage Bank Manager
This year Profit Software’s KLP- Enterprise Resource Planning -system was renamed, and the new name became
Mortgage Bank Manager (MBM) partly because of growing investment in foreign markets in the sales of the
MBM-product. At the same time as the new name of the product, the development of a new 2.0 version began.
In the new version, also the product’s architecture is renewed a lot. The most significant renovation is the
product’s change in the architecture to a solution made for mainly cloud use. The product will also be a very
scalable solution when it comes to data. At the same time, the user interface will become a modern responsive
browser interface. To help the product’s integrations, a REST-service layer will form in the version update. The
updates will enable SaaS-model implementation, which supports internationalization efforts for the product in
a nice way.
During 2019 a very successful implementation of the MBM-system was done with a Finnish client, which cannot
be revealed yet.
Profit Loans & Collaterals
The development of the Profit Loans & Collaterals product continued during the year 2019, and the Finnish
State Treasury chose the product for its new system for collateral management. Especially the collaterals
functionality was expanded significantly during 2019.
Asset Tracker
A new product called Asset Tracker for handling working capital was developed in co-operation together with
our client Aurora. We also gained a new client for the product thanks to salesmanship at the end of 2019, Auris
Kaasunjakelu.

PERSONNEL
During 2019, the average number of employees was 241 (2018: 232). At the end of the year the number of
employees was 240. The parent Company had 2 employees during 2019 (2018: 2).

BOARD OF DIRECTORS AND AUDITORS
Members of Board were elected in Profit’s Annual General Meeting held on 23rd of March 2018. The members
are Benjamin Kramarz, Bjö rn Norrbom and Ilkka Lohi. Authorized Public Accountant Mauri Eskelinen and
KPMG Oy were re-nominated as the company’s auditors. Ilkka Starck continues as the company’s CEO.
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SHARES, OPTIONS AND SHARE ISSUES
The parent company has in total 9 955 340 shares and one share series.
The option holders of the company had subscribed for a total of 59 231 new shares in accordance with the
option agreements dated 30th September 2014 by making payments of EUR 1 per share.
The subsidiary Profit Software Ltd had on the fiscal year closing date 1 014 330 own shares which represents
approximately 1.3% of all shares.

ASSESSMENT OF SIGNIFICANT RISKS AND UNCERTAINTIES
Risk management is part of the Group’s normal planning, operational and monitoring processes. Risk
management aims to identify, estimate, monitor and mitigate the operation-threatening risks. Risks can be
classified into a few main categories, such as strategic, operational, financial and accidental risks.
Strategic, operational and financial risks:
Strategic and operational risks:
Profit’s main business areas are Finland and the Nordic countries; therefore, the company is exposed especially
to the business risks of these areas. Most of Profit’s customers are in the financial and insurance sector. The
success of Profit highly depends on general development of these industries and the clients’ willingness to
invest. To mitigate business risks and dependency on key projects, Profit will expand the product range and
actively develop new business concepts and areas.
As Profit works in Finland as well as in Estonia and Sweden, changes in the taxation and legislation of these
countries may affect Profit’s financial position. In addition, business and personnel management in three
different countries with different juridical, cultural and language environments is also challenging.
Accidental risks:
In principal, the Group has insurances to cover the damages caused by accidents, litigation and other legal
proceedings.
Financial risks:
To manage the interest rate risk, the Group’s loans are diversified with fixed and floating rates. The Group’s
finance department is responsible for taking procedures to cover the financial risks when necessary. Majority
of the Group’s cash flows are in euro, thus exchange rate risk is very small.
Most of the parent company’s loans are at a floating rate. The bank loan EUR 10,8 million lent by OP merchant
is charged with a floating rate of six-month Euribor plus 1.5%-2,5% margin. The financial impact caused by the
fluctuations in the market may be considerable. One percentage increase in interest rate weakens the company’s
result by EUR 0.11 million.
The bank loans contain covenant, which may have impact on the future financial costs.
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The impacts of the risks related to the Corona virus (Covid-19) on Profit Holding Oy
The Board of Directors of Profit Holding Oy has assessed the impact of the outbreak and rapidly expanding viral
epidemic in early 2020 on the company's market environment, employees and business. The viral epidemic has
not had any significant impacts on the demand for the company's products and services so far. The overall
financial impact of the epidemic on Profit Software Oy's operations in the future will depend on the scale and
duration of the epidemic, as well as their potential impact on the company's changing customer needs and
investments. At this stage, it is not possible to accurately assess the impact on Profit Software Oy. The Board of
Directors and management closely monitor the evolution of the Corona pandemic and update their assessment
of the impact of the epidemic as the situation progresses.

POST FISCAL YEAR-END EVENT
There were no significant events 2019.

BUSINESS OUTLOOK FOR YEAR 2020
The Group continues to invest in innovation and product development as well as training of the employees. In
addition, the company continues to expand its services for the needs of the whole financial sector in addition
to the strong portfolio for insurance companies. As a result, the company can offer new solutions to support
existing and new customers’ system solutions, which implementation needs to be rapid in a rapidly changing
environment.
The main objectives of 2020 are the growth of profitable business in expanding the business from Profit’s
products and services to consulting, analytics and software development services, and supply of new products
in the FinTech sector. Growth is also sought both in Finland and the Nordic countries Sweden being the focus
of the company’s growth. The expansion of the company in Sweden is accelerated by hiring more experts in
different fields.

THE BOARD’S PROPOSAL FOR DISTRIBUTION OF PROFIT
The distributable fund of the parent company was EUR 25 279 thousand. The Board of Directors proposed to
the Shareholders’ General Meeting that no dividends would be distributed for the financial year of 2019.
Board
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(IFRS)
Consolidated Statement of Comprehensive Income (IFRS)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (IFRS)
Consolidated Statement of Financial Position (IFRS)
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CONSOLIDATED STATEMENT OF CASH FLOWS (IFRS)
Consolidated Statement of Cash Flows (IFRS)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (IFRS)
Consolidated Statement of Changes in Equity (IFRS)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Notes to Consolidated Financial Statements
ACCOUNTING POLICIES
Profit Holding Group develops and delivers software and system solutions for the financial sector, particularly
for the insurance business.
The parent company Profit Holding Ltd is a Finnish private limited company domiciled in Espoo Finland. Its
registered address is Bertel Jungin Aukio 7B, 02600 Espoo.
Copies of the Annual Report 2019 are available at Bertel Jungin Aukio 7B, 02600 Espoo.
Profit Holding Ltd.’s Board of Directors authorized the Financial Statements for issue on 23nd March 2019.

ACCOUNTING PRINCIPLES
The consolidated financial statements of Profit Group have been prepared in accordance with the International
Financial Reporting Standards (IFRS) adopted by the European Union and in accordance with the standards and
interpretations effective on 31st December 2019. The consolidated financial statements also comply with
Finnish IFRS as adopted by accounting and corporate law requirements.
The consolidated financial statements have also been prepared in accordance with the going-concern principle.
The going-concern principle is defined based on the business plans and financial plans approved by the Board
of Directors.
The consolidated financial statements are presented in euro and prepared under the historical cost convention
except as disclosed below.
Preparation of financial statements in conformity with IFRS requires the Profit’s management to make certain
estimates and judgments in applying accounting principles, as described in more details at the end of the
accounting principles.

CONSOLIDATION PROCEDURES
The consolidated financial statements include the accounts of the parent company Profit Software Oy and its
wholly owned subsidiaries Profit Software AB and Profit Software OUh that are entirely under the control of the
parent company.
The accounting principles according to Profit’s accounting policy are applied to all Group units, each of which
are included separately in the consolidation. All internal transactions, internal profits, profit distributions and
mutual shareholdings of Group companies are eliminated as part of the consolidation process.

FOREIGN CURRENCY TRANSLATION
The presentation currency of Profit Group is euro, which is the measurement currency of the parent company.
Income statements of the foreign subsidiaries have been converted monthly into euros using the monthly
average rate quoted by the European Central Bank on the balance sheet dates.

Sivu 9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Translation differences generated in the process have been entered as retained earnings/loss for previous
financial periods under shareholders’ equity.

REVENUE RECOGNITION FROM CLIENT CONTRACTS (IFRS 15)
Products
Services

and

Software
maintenance
services

System
development’s
project work

Obligations, time of revenue recognition and central terms of payment

The group offers its clients software maintenance services. The maintenance
services include i.e. software maintenance, answering support requests, and
other software support for the client. The whole maintenance service is regarded
as a single obligation. The pricing of the maintenance services is based on a
monthly price, that includes a fixed monthly fee and a fixed amount of work.
Possible changes in the scope of work is agreed beforehand and the maintenance
services is billed on a monthly basis. The revenue recognition for the
maintenance services is as time passes, because the client at the same time
receives and uses the benefit gained from the company’s obligation as the
company is working with the obligation.
Additional work included in the contract, in other words, hourly work that
exceeds the fixed prices, is dealt with as a separate obligation, and it is priced on
an hourly basis, based on the prices for separate work included in the contract.
The group offers its customers producing software, or parts of them, or other
systems development. The contract is based on a general agreement and
contracts for single projects. Systems development is delivered as projects to the
customers. Revenue recognition for systems development’s project work is over
time.

Expert services

The group offers its customers expert work involved with IT-systems. A single
client contract is comprised of a general agreement and a single contract to agree
about the length and scope of the services. The pricing of expert services is based
on a fixed hourly price agreed on beforehand. The revenue recognition for expert
services is over time.

Yearly licences and
maintanence

Customer agreements include software licenses and maintenance services.
Software licenses that entitle to the use of the group’s intellectual property as it
exists at the time the license is granted are recognized as revenue at one time.
Later versions of software licenses are not included in the original license
agreement. The customer has the option to acquire subsequent license versions
with a separate agreement, in which case the revenue from the subsequent
license version is recognized at one time. The return on maintenance services is
recognized over the term of the maintenance agreement during the contract
period.

In the case of the sale of services to be recognized over time, the Group utilizes the practical tool of paragraph
15.B16 and recognizes the amount that it is entitled to invoice from the customer, as the Group has the right to

Sivu 10

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
receive from the customer a cash payment that is directly equivalent to the value of the customer's
performance at the time of review.
The Group complies with standard payment terms for the industry, and the Group does not use extended
payment terms.
When the outcome of projects cannot be estimated reliably, project costs are expensed in the same period in
which they are incurred and the proceeds from the project are recognized only to the extent that the amount
of the corresponding expenditure is likely to be available. If it is probable that the total expenditure required
to complete the project exceeds the revenue from the project, the expected loss is recognized as an expense
immediately.

OTHER OPERATING INCOME
Grants received as compensation for expenses incurred are recognized in the income statement at the same
time when the expenditure of the grant are entered as an expense. Such grants are included in other operating
income.

OPERATING PROFIT
IAS 1 Presentation of Financial Statements doesn’t not define the concept of operating profit. Profit Software’s
operating profit is calculated as follows:
Operating profit is equal to revenue plus other operating income less the acquisition costs of materials and
services including subcontractor costs, personnel costs, depreciation and impairment costs, and other operating
costs. All other income statement items not mentioned here are presented below the operating profit. Foreign
currency translation differences generated from operating activities are included in the operating profit.

RESEARCH AND DEVELOPMENT COSTS
Research costs are expensed as incurred. Research and development costs incurred to develop new products
and significant improvements in containing the development of new product versions will be capitalized as
intangible assets, provided that the product is technically feasible, commercially exploitable, and that is
expected to generate future economic benefits. Capitalized development costs include material, work and
testing costs that are directly attributable to preparing the asset for its intended use.
Product Development expenditure is recognized as an expense and amortized over their useful lives. The
estimated useful life of the capitalized development costs n the balance sheet is 5 years. Technological
obsolescence, as well as the typical life cycle of products is taken into consideration in determining the useful
life.
Amortization begins when the product version is released and is available for sale. Maintenance of existing
products and minor enhancements are recognized as an expense.

INTANGIBLE ASSETS
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Intangible assets including goodwill, computer software and capitalized development costs are initially
recognized at the original acquisition costs, provided that the cost can be measured reliably and the future
economic benefits attributable to the asset will flow to the company.
Subsequently, intangible assets are stated at historical cost less accumulated depreciation and any impairment
losses.
Intangible assets are amortized in the income statement on straight-line basis over their useful lives. The
estimated useful lives are 5 to 10 years.
Goodwill arising from business combinations is recognized when total combined value of the consideration
transferred, the non-controlling interest in the acquiree and previously owned portion exceeds the fair value of
the net assets acquired.
Goodwill is not amortized, but is tested for impairment annually and whenever there is any indication that the
carrying value may be impaired. For this purpose, goodwill is allocated to cash-generating units. Goodwill is
stated at cost less accumulated impairment losses.

TANGIBLE ASSETS
Tangible assets include IT machinery and equipment. Tangible assets are measured at original acquisition costs
less accumulated depreciation and eventual impairment. The estimated economic lifetime of IT machinery and
equipment is 4-5 years. These assets are depreciated over their estimated useful life. Historical cost includes
expenditure that is directly attributable to the acquisition of the tangible assets.
The useful life and residual value of the tangible assets are reviewed at least at each financial statement, and the
necessary adjustments are made to meet the expected economic benefits changes.
Capital gains and losses from sale of tangible assets are recognized as operating income or expenses.

IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS
The company will review on each balance sheet date whether there is any indication of decline in value for an
asset. Whenever such indication appears, impairment test should be conducted and the carrying value of an
asset or a group of identical assets should be compared to its recoverable amount. Impairment test is done
automatically for the on-going R&D projects on annual basis regardless whether indication of impairment exists.
The recoverable amount is the fair value or the asset less the costs of its sale, or its value in use, whichever is
the higher. The value in use is the present value of the future cash flows expected to be derived from an asset or
cash generating units. When the recoverable amount of an asset is less than its carrying amount, the carrying
amount should be reduced to the recoverable amount. The impairment loss should be recognized as an expense
immediately.
The impairment losses should be reversed in case of changes in situation and the recoverable value of an
impaired asset has changed. Impairment losses on goodwill are not reversible under any circumstances.

LEASE
THE GROUP AS A LESSEE
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Profit Holding - Group is the lessee and has mainly leased premises, vehicles and machinery. The Group
assesses at the inception of the contract whether the contract is a lease or whether it contains a lease. An
agreement is a lease or contains a lease if the lease gives you the right to control the use of the specified asset
for a fixed period of time in return for consideration. The property, plant and equipment is included in the
Group's balance sheet as part of property, plant and equipment and lease liabilities are recognized in current
and non-current liabilities by maturity.
The Group recognizes the property, plant and equipment and the lease liability at the inception of the contract.
The right-of-way asset is initially measured at cost. Later on, fixed assets are valued at cost less accumulated
depreciation and impairment losses. The depreciation periods correspond to the lease term of the lease.
The Group defines the lease term of a lease as a fixed term or, for contracts of indefinite duration, a lease based
on management's estimates.
The lease liability is initially measured at the present value of the lease payments not paid at the inception of
the lease. The Group uses the interest rate of the additional loan as the discount rate. The lease liability is
comprised of the rent, consisting of fixed payments and variables, which are index or price-dependent and are
initially determined by reference to the index or price level at the time of commencement of the contract.
Some of the Group leases include index terms related to the amount of rent. In addition, the amount that the
lessee is expected to pay on the basis of the residual value guarantees and the exercise price of the purchase
option are included in the lease if it is reasonably certain that the Group will exercise that option.
The Group applies the reliefs permitted by the standard and excludes from its balance sheet assets and lease
liabilities related to current leases (less than 12 months) and to low value leases. The rental costs of these
leases are recognized as an expense.

APPLYING THE IFRS 16 TRANSITION
IFRS 16 Leases became effective on 1 January 2019. The new standard supersedes the existing guidance in IAS
17. In accordance with IFRS 16, a lessee recognizes a lease as a non-current asset and a lease liability. The
Group has leased office space in Finland, Sweden and Estonia, vehicles and machinery and equipment.
In applying the IFRS 16 transition, the Group applies a limited retrospective method, which does not change
the comparative period information. As part of the transition, the Group has recognized a non-current asset
and lease liability of EUR 2.3 million. Previously recognized machinery and equipment previously accounted
for under IAS 17 has been recognized in the carrying amount of the asset and liability arising from those
leases.
The impact of the IFRS 16 transition on the consolidated balance sheet is described below 1.1.2019:
Liability 31.12.2018
VAT to be deducted
Rent liability excluding VAT
Missing rental obligations
Impact of the rental period
Impact of rent
In total
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1 996 343,80
-381 172,77
1 615 171,03
218 187,31
581 327,29
-14 249,84
2 400 435,78

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Impact of discounting
Lease debt 1.1.2019
excluding finance lease debt 1.1.2019

-76 024,40
2 324 411,38

In the transition, the weighted average additional interest rate was 2,5%.

COMPARATIVE ACCOUNTING PRINCIPLES, FINANCIAL YEAR 2018
THE GROUP AS A LESSEE

Leases of tangible assets where the Group has a substantial part of the ownership risks and rewards are
classified as finance leases. A finance lease is an asset in the balance sheet at the inception of the lease term of
the leased asset at fair value or, if lower, the present value of minimum leases. Plant and equipment acquired
under finance leases are depreciated over their useful life or over the lease term, which could be shorter than
the useful life. Finance lease contracts are recorded in tangible assets, which are subject to impairment test as
described above.
The present value of the finance lease liabilities is recorded as interest-bearing liabilities, which are categorized
into current and non-current liabilities. Lease payments are recorded as financing costs and a reduction in debt
during the lease period.
The rents of the rental agreements, for which substantially all the risks and benefits remain with the lessor are
recognized as an expense on a straight-line basis over the lease period. Such leases mainly include real estate
rentals and leasing cars.

FINANCING ASSETS AND FINANCING LIABILITIES (IFRS 9)
Recognition and classification of financial assets and liabilities
financial assets
Financial assets are classified in accordance with IFRS 9 to the following categories:
sequenced acquisition cost,
at fair value through other comprehensive income and
measured at fair value through profit or loss.
The classification is based on the objective of the business model and on the contractual cash flows of the
investments or the fair value option in the initial acquisition. On the reporting date, the Group did not have
items at fair value through other comprehensive income.
Transaction costs are included in the original carrying amount of financial assets when the item is not
measured at fair value through profit or loss. All purchases and sales of financial assets are recorded on the
trade date.
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Financial assets at amortized cost are classified as trade receivables, loan receivables and other receivables
that are non-derivative assets. Assets classified as a group are measured at amortized cost using the effective
interest method. The carrying amount of current trade receivables and other receivables is assumed to be the
same as the fair value. The Group recognizes the expected credit loss allowance for a financial asset that is
measured at amortized cost.
For the estimation of expected credit losses in trade receivables, the so-called IFRS 9 standard is used. a
simplified procedure where credit losses are recorded at an amount equal to expected credit losses over the
entire life of the loan. Recorded credit losses are based on historical information about default on receivables
and management's estimate of future credit losses.
Financial assets at fair value through profit or loss are classified as financial assets that have been acquired for
trading or are classified at fair value through profit or loss at fair value through profit or loss. Financial assets
held for trading are acquired primarily for the purpose of obtaining a profit in the short or long term and are
presented in either long or short-term financial assets.
Financial liabilities
Financial liabilities are classified in accordance with IFRS 9 to the following categories:
sequenced cost
measured at fair value through profit or loss
The Group has no financial liabilities at fair value through profit or loss at the end of the reporting period.
Valuable at Periodic Cost - Financial liabilities are initially recognized at fair value. Transaction costs are included
in the original carrying amount of financial liabilities. Subsequently, all financial liabilities, except for derivative
liabilities, are measured at amortized cost using the effective interest method. Items that are measured at
amortized cost may include long and short-term liabilities, trade payables and other liabilities. Loans that are
due in less than 12 months are shown under short-term loans.

COMPARATIVE ACCOUNTING PRINCIPLES, FISCAL YEAR 2018
During the fiscal year of 2019, the group has commissioned the following new or updated standards:
The new IFRS 15 Revenue Recognition from Client Contracts (effective for annual periods beginning on or after
1 January 2018): IFRS 15 provides a comprehensive framework for determining whether, how much and when
sales revenue can be recognized. IFRS 15 replaces existing guidance on revenue recognition, IAS 18 Revenue,
IAS 11 Construction Contracts and IFRIC 13 Loyalty Programs. IFRS 15 requires an entity to recognize revenue
as an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services.
New IFRS 9 Financial Instruments (effective for annual periods beginning on or after 1 January 2018): This
standard supersedes the existing standard IAS 39 Financial Instruments: Recognition and Measurement. IFRS
9 includes revised guidance on the recognition and measurement of financial instruments. It also covers a new
accounting model for expected credit losses that is used to determine impairment losses on financial assets. The
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standard's provisions on general hedge accounting have also been revised. The provisions of IAS 39 on the
recognition and derecognition of financial instruments have been retained.

ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES
Trade receivables are generated from sales of products, software licenses and services. They are classified into
loans and other receivables – category, which is measured at acquisition cost. They are included in current
assets, except when they mature more than 12 months.
Trade receivables are considered impaired when there is objective evidence that the receivable will not be
recovered in full. If the amount of the impairment loss decreases later, the recognized impairment loss is
reversed through profit and loss.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash, call deposits with banks and rent deposits. The utilized amount of a
credit limit is booked as a short-term loan liability in short-term liabilities.

FINANCIAL LIABILITIES
Financial liabilities are initially recognized at their fair value. Transaction costs are included in the original book
value of the financial liabilities. Later, all financial liabilities are discounted with the effective interest method
Financial liabilities are categorized, on the basis of their due dates, into two main categories, long-term and
short-term liabilities.
The fair value of the convertible loan has been calculated by using the market interest rate at the time when the
loan was issued. The liability component is measured at amortized cost until it is amortized completely by
converting the loan into shares or paying back the loan. The remainder of the amount of money, in other words,
the equity component net of tax, is recorded to the invested non-restricted equity fund.

FINANCIAL COSTS
Financial costs, which are directly attributable to the acquisition, construction or production of a qualifying
asset, are capitalized as part of the cost of the asset when it is probable that they will generate future economic
benefits, and the costs can be measured reliably. Financing costs are recognized as an expense in the period in
which they are incurred. The Group has no such costs fulfilling the conditions of financing costs at the reporting
date.

PENSIONS
Profit Holding Ltd’s subsidiaries’ statutory pension scheme is handled through pension insurance companies.
Pension schemes for foreign subsidiary comply with the relevant regulations and practices in the relevant
country where the group applies defined-contribution pension plan and has no obligation to make additional
subsequent payments. The related costs are recognized in the income statement in the relevant period.

PROVISIONS
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Provisions are recognized when the Group has a present legal or constructive obligation as a result of a past
event, the payment obligation is probable, and the amount can be reliably estimated. A provision for onerous
contracts is recognized when the unavoidable costs of meeting the obligations exceed the benefits received from
the contract. A warranty provision is recognized when the product or service subject to the warranty terms and
conditions have been sold and the magnitude of potential guarantee costs can be accurately enough to predict.

SHARES, OPTIONS AND OWN SHARES
Dividends are deducted from shareholders' equity when the Annual General Meeting has made the decision of
dividend distribution. Purchase of own shares and its related direct purchase costs are recognized as a reduction
in shareholders' equity.

INCOME TAXES AND DEFERRED TAXES
Tax expenses in the income statement comprise tax based on taxable income for the period and deferred taxes.
Income tax is recognized otherwise in the income statement unless it’s recognized directly under equity or
under comprehensive profit, in which case the tax impact will be also incorporated in the aforementioned items.
Deferred taxes are calculated on all temporary differences between the book value and taxable value.
Investments in subsidiaries do not generate deferred taxes, as the Group is able to control the timing for the
reversal of the temporary difference, and the temporary difference is unlikely to be reversed in the foreseeable
future. Deferred taxes are recorded in using the statutory tax bases effective by the closing date of the fiscal year.
However, a deferred tax liability is not recognized from the initial recognition of goodwill or if it arises from
initial recognition of an asset or liability, as it is not a business combination and its transaction has no impact
on the accounting profit or on the taxable income.
Tax losses carried forward is recognized as a deferred tax asset, assuming that the company generates in the
future taxable income against which the losses can be utilized. Recognition of deferred tax assets is assessed at
each reporting date.

ACCOUNTING PRINCIPLES AND MAJOR UNCERTAINTIES AFFECTING MANAGEMENT’S
ESTIMATES
The preparation of the financial statements requires management to make estimates and assumptions relating
to the future. Actual results may differ from these estimates and assumptions. In addition, management must
make judgements in applying the accounting principles and in recognizing revenue of the projects in progress.
These estimates are based on management’s best knowledge of current events and actions. Possible changes in
estimates and assumptions are recognized in the period which the estimate or assumption is adjusted and in all
subsequent periods.
The most important estimates included in the financial statements relate to the valuation of assets, trade
receivables saleability, deferred tax asset arising from losses, impairment test of goodwill from business
combinations, capitalization of product development costs.

DETERMINATION OF FAIRE VALUE OF AN ASSET ACQUIRED IN A BUSINESS COMBINATION
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The Group's management believes that the estimates and assumptions used are sufficiently accurate for
determining the fair values. In addition, the Group assesses at each balance sheet date whether there are any
indications of tangible and intangible assets impairment.

IMPAIRMENT TEST
The Group carries out annually impairment test of goodwill, intangible assets and intangible assets with an
indefinite useful life. In accordance with the accounting policies set out above, the Group assesses indications of
impairment. The recoverable amounts of cash-generating units are calculated on the basis of value in use. These
calculations require estimates.

NEW AND REVISED STANDARDS THAT CAME INTO FORCE FROM THE BEGINNING OF 2019
New IFRS 16 Leases (effective for annual periods beginning on or after 1 January 2019): IFRS 16 replaces the
current IAS 17 Leases and related interpretations. The new standard substantially alters the accounting
practices of lessee leases and, from the lessees' perspective, the division of finance leases and other leases is
eliminated. According to the new standard, all leases will be included in the balance sheet of the lessee, subject
to certain facilities. There are two reliefs from entering the balance sheet for short-term leases of up to 12
months and commodities up to about $ 5,000. The accounting practices of the lessors remain broadly
unchanged. The Group's lease liability for ordinary leases at the balance sheet date was EUR 1.8 million.
Other unlisted, published, or revised standards and interpretations in this list are not expected to have a
material impact on the consolidated financial statements.

ADOPTION OF NEW AND AMENDED STANDARDS & INTERPRETATIONS 2020
Standards or interpretations that are not listed here, that are new or changed, are not seen to have an effect on
the annual report of the group.
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PARENT COMPANY STATEMENT OF INCOME (FAS)
Parent Company Statement of Income (FAS)
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PARENT COMPANY BALANCE SHEET (FAS)
Parent Company Balance Sheet (FAS)
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PARENT COMPANY CASH FLOW STATEMENT (FAS)
Parent Company Cash Flow Statement (FAS)
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Notes to the Parent Company’s Financial Statements
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CALCULATION OF DISTRIBUTABLE FUNDS OF THE PARENT

Reserve for Invested Non-Restricted Equity
Retained Earnings/Loss
Purchase of Own Shares
Net Income of the Period
Total Distributable Funds

2018

2017

8 237 562
8 735 305
0
4 136 567
21 109 434

8 178 331
3 435 015
0
5 300 290
16 913 636

LIST OF ACCOUNT BOOKS USED
Procountor accounting software has been used for the accounting of the company.
Document Numbers
Annual Report
Accounting Journal
and General Ledger
Purchase Invoices
Sales Invoices
Bank Receipts
Bank Receipts
Bank Receipts
Wage Receipts
Ledger Entries
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in paper
in electronic format
10001 Accounts Payable
20001 Accounts Receivable
30001 Nordea
40001 Sampo
50001 Nordea EEK
90001 Memo

in electronic format
in electronic format
in electronic format
in electronic format
in electronic format
in electronic format
in electronic format

SIGNATURES FOR THE FINANCIAL STATEMENTS
Signatures for the Financial Statements
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AUDITOR’S SIGNATURE
Auditor’s Signature
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AUDITOR’S REPORT
Auditor’s Report
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