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Detection Technology Board of Directors’ report 2018

Board of Director’s
report
Financial year 2018 in brief
2018 was time for developing competitiveness and business. Detection Technology completed
several projects to develop and expand its business. The company launched important new
products, acquired the business operations of MultiX technology company, and implemented
a new enterprise resource planning (ERP) system at the end of the year.
The global X-ray imaging market grew steadily with the exception of a brief stagnation in the
Chinese security market. The company’s net sales grew moderately and overall profitability
remained good in a competitive market.
Net sales grew by 6% to EUR 94 million. 2018 was a year of growth in the Medical Business Unit
(MBU), where sales increased by 23% and totaled EUR 38 million. This growth was due to good
demand among key customers, especially in China, where investments in healthcare continued
and some CT device manufacturers transferred their production due to US-China customs
tariffs. In contrast, there were growth challenges in the Security and Industrial Business Unit
(SBU). Due to slower growth in the Chinese security market and tougher competition, SBU’s
net sales fell by -4% to EUR 56 million. As a result of the indirect consequences of protectionist
trade policy, infrastructure projects in the security market were suspended in China at the end
of the year. The company estimates that its market share was 17% at the end of the year.
Detection Technology’s business was very scalable and profitability was at the target level.
Operating profit without non-recurring items was EUR 19 million, which is 20% of net sales.
Improved productivity and moderate development of fixed costs kept profitability at a good
level despite price competition and higher R&D costs.
In September, the company launched the fully digital Aurora product family for the security and
industrial markets. Aurora enables faster go-to-market for performance-enhancing and more
mechanically robust imaging solutions. The product family was well received in the security
segment, and it will replace the company’s analog and first-generation digital product families.
The second big piece of product news was the launch of the X-Panel product family in the CMOS
market. In addition to dental applications, the product family provides growth opportunities in
other areas of medical and industrial imaging.
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In December, Detection Technology made a long-term strategic investment when it acquired
the business operations of the French technology company MultiX. The deal significantly
expanded Detection Technology’s technology base and patent portfolio, which will strengthen
the company’s position in all its main market areas. The company’s goal is to commercialize
solutions based on direct conversion technology during this year and bring new volume
products to market in 2020.
At the end of last year, Detection Technology began planning a new production and service unit
and the expansion of its production network. According to the plan, production should begin
in a new unit in the Greater Shanghai area by the end of 2019. As a result of protectionist trade
policy and to allow further development in production flexibility, the company will relocate the
manufacturing of some products from China to Europe during this year. Another significant
development event was the deployment of a new enterprise resource planning (ERP) system.

Net sales and financial result development
The company’s net sales for January-December 2018 grew by 5.5% to EUR 93.9 million (89.0).
Net sales for MBU grew faster than the market, by 23.1%, and totaled EUR 38.3 million (31.1).
Net sales for SBU decreased by -4.0% to EUR 55.6 million (57.9). MBU’s share of total net sales
was 40.8 % (35.0 %) and SBU’s was 59.2 % (65.0 %).
In January-December, Asia’s share of net sales was 62.2% (63.4%), Americas’ 18.9% (24.5%) and
Europe’s 18.9% (12.1%). The share of net sales accounted for by the top five customers decreased and was 53.6% (59.5%) in January-December 2018.
The operating profit for the review period January-December 2018 was EUR 18.5 million (19.9),
or 19.7% (22.4%) of net sales. Non-recurring items (NRI) were EUR 0.5 million (0.0) related
to business development projects. EBIT excluding NRI was EUR 19.0 million (19.9), or 20.3%
(22.4%) of net sales.
Financial items totaled EUR -0.1 million (-0.5), and income taxes were EUR -3.6 million (-4.2). The
result for the year 2018 was EUR 14.9 million (15.2). Earnings per share were EUR 1.03 (1.09).
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Key figures of financial performance
				
Parent
Group
Group
Group Company
2018
2017
2016
2018

Parent
Company
2017

Parent
Company
2016

Net sales, EUR 1,000

93,916

89,003

75,509

24,873

22,453

19,499

Operating profit, EUR 1,000

18,522

19,893

14,808

5,844

4,889

4,166

Operating profit, %

19.7%

22.4%

19.6

23.5%

21.8%

21.4%

Return on investment (ROI), %

36.4%

47.0%

38.7%

17.0%

14.2%

12.2%

Earnings per share, EUR

1.03

1.09

0.81

-

-

-

Earnings per share diluted, EUR *

1.07

1.13

0.84

-

-

-

72.3%

66.8%

57.0%

90.1%

92.5%

86.7%

Equity per share, EUR

3.57

3.00

2.30

2.41

2.45

2.51

Equity per share (diluted), EUR *

3.70

3.10

2.39

2.49

2.53

2.61

Equity ratio, %

* In the calculation of the diluted earnings per share for 2018, a share number of 13,900,595 has been used, which was the number of shares
before the 474,835 shares subscribed to in the share incentive scheme. The number of shares at the end of the accounting period was 14,375,430.

Research and development
During the fiscal year 2018, R&D expenses were EUR 8.8 million (7.2), corresponding to 9.4%
of net sales (8.0%). In 2019, the company expects its R&D expenses to increase by approximately 30%. All R&D costs are written off as expenses.

Personnel
At the end of December 2018 Detection Technology employed 507 people (405) of whom
414 were in China, 70 in Finland, in 17 France and 6 in the US. In January-December 2018,
personnel expenses totaled EUR 15.0 million (13.4).

Headcount, salaries and rewards
				
Parent
Parent
Parent
Group
Group
Group Company Company Company
2018
2017
2016
2018
2017
2016
Average headcount
Salaries and rewards (EUR 1,000)

447

417

389

65

56

48

11,740

10,522

7,890

4,798

4,146

3,848

Personnel by geography
31.12.2018

31.12.2017

Change, %

414

341

21.4%

6

6

0.0%

Europe

87

58

50.0%

TOTAL

507

405

25.2%

Asia
Americas
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Board of Directors and management
Hannu Syrjälä, Heikki Allonen, Petri Niemi, Henrik Roos, Pasi Koota and Vera Backström were
elected by the Annual General Meeting (AGM) to the Board of Directors at the meeting held
on 27 March 2018. The Board elected Hannu Syrjälä to chair the Board.
The Board of Directors has appointed Remuneration and Auditing Committees from amongst
its number. The Remuneration Committee comprised Hannu Syrjälä, Henrik Roos, Vera
Backström and Petri Niemi. The Remuneration Committee appointed Hannu Syrjälä to chair
the committee. Heikki Allonen and Pasi Koota belonged to the Auditing Committee. Heikki
Allonen was elected to chair the Auditing Committee.
Hannu Martola has served as President and CEO. The company’s auditor has been Ernst &
Young Ltd with Juha Hilmola APA (Authorised Public Accountant) as the auditor in charge.

Report on the Corporate Governance
A report on the company’s Corporate Governance (CG) has been given for the financial year
2018. The report can be found on the company’s website.

Annual General Meeting
Detection Technology Plc’s Annual General Meeting 2018 was held on 27 March 2018. The
meeting handled and decided upon the following matters in addition to those referred to in
the Articles of Association:
1) The decision was made to authorize the company’s Board of Directors to acquire the
company’s own shares. This authority covers 695,000 shares, and is valid until the conclusion of
the following Annual General Meeting, but no later than 30 June 2019. At the end of the review
period, the authority to acquire the shares was completely unused.
2) The Board of Directors was authorized to decide on the issue of 1,390,000 new shares in the
company. This authority is valid until the conclusion of the following Annual General Meeting,
but no later than 30 June 2019. During the financial period, this authority to issue shares was
used to issue shares for the share-based incentive program of company management. A total
of 474,835 shares were issued within the framework of this program. In addition, the Board of
Directors launched stock option programs 2018A and 2018B during the financial year, under
which 760,000 stock options were granted, entitling to subscribe for a total of 760,000 shares
under the terms of the stock option terms and conditions. At the end of the review period,
155,165 shares had not yet been issued under the authorization.
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Shares and shareholders
Based on the authorization granted by the Annual General Meeting of shareholders held on
27 March 2018, Detection Technology’s Board of Directors decided on 27 September 2018
to issue stock options free of charge to the Group’s key personnel. The stock options will be
issued in separate series, which are marked with the symbols 2018A1, 2018A2, 2018B1 and
2018B2. The combined aggregate number of stock options marked with the symbol 2018A1
or 2018A2 is 380,000 and with the symbol 2018B1 or 2018B2 is 380,000. Thus, the maximum
number of shares that may be subscribed with the stock options is 760,000 shares, which is
approximately five percent of the company’s shares on a fully diluted basis.
At the same time, an allocation round related to the stock options 2018A and 2018B was
carried out, resulting in the issuing of a total of 376,000 stock option rights to the key
personnel. The share subscription period for the stock options 2018A1 and 2018A2 is from
2 May 2021 until 31 May 2022 and with the period for the stock options 2018B1 and 2018B2
is from 2 May 2022 until 31 May 2023. The strike price of stock options 2018A1 and 2018A2
is EUR 22.26. The description and terms of the stock option program and stock options can
be found on the company’s website.
On 3 December 2018, the Board of Detection Technology Plc decided to issue 474,835 new
shares in a directed share issue without payment to the individuals entitled to the share
incentives based on the authorization granted by the general meeting of shareholders held
on 27 March 2018. The number of shares outstanding in Detection Technology following the
share issue and at the end of the review period was 14,375,430.
The average share price of Detection Technology was EUR 19.19 in January-December 2018.
The highest price for the year 2018 was EUR 24.00 and the lowest EUR 15.10. At the end of
December, the closing price was EUR 16.35 and the company had a market capitalization of
around EUR 235 million. The number of shares traded between 2 January and 28 December
was 2.41 million, which is 16.7% of the total number of shares.
At the end of the review period, the total number of shareholders was 2,265. Approximately
62.2% of the shares were held by the ten largest shareholders. The nominee-registered
foreign holding of shares in the company was 17.0% at the end of the review period.
Detection Technology has one share series and all shares have equal voting rights. The
company’s shares are listed on the Nasdaq First North Finland marketplace under the ticker
symbol DETEC.
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The largest, registered shareholders on 31 December 2018
Shares

%

AC INVEST SEVEN B.V.

5,280,167

36.73%

NORDEA BANK ABP *

1,424,449

9.91%

SKANDINAVISKA ENSKILDA BANKEN AB (PUBL) HELSINGIN SIVUKONTTORI *

908,122

6.32%

OP-SUOMI -SIJOITUSRAHASTO

706,065

4.91%

ILMARINEN KESKINÄINEN ELÄKEVAKUUTUSYHTIÖ

554,000

3.85%

KESKINÄINEN TYÖELÄKEVAKUUTUSYHTIÖ VARMA

515,000

3.58%

SIJOITUSRAHASTO AKTIA CAPITAL

484,762

3.37%

MARTOLA HANNU VEIKKO

431,690

3.00%

SIJOITUSRAHASTO EVLI SUOMI PIENYHTIÖT

327,259

2.28%

FONDITA NORDIC MICRO CAP PLACERINGSF

280,000

1.95%

SÄÄSTÖPANKKI KOTIMAA -SIJOITUSRAHASTO

200,000

1.39%

SIJOITUSRAHASTO SÄÄSTÖPANKKI PIENYHTIÖT

157,230

1.09%

NACAWI AB

128,000

0.89%

CHEN WU

101,875

0.71%

OP-SUOMI PIENYHTIÖT

92,527

0.64%

OP-SUOMI MIKROYHTIÖT -ERIKOISSIJOITUSRAHASTO

90,106

0.63%

SR DANSKE INVEST SUOMEN PIENYHTIÖT

90,000

0.63%

SEB FINLAND SMALL CAP

83,500

0.58%

SIJOITUSRAHASTO AKTIA NORDIC SMALL CAP

75,000

0.52%

STILL JYRKI MATTI KRISTIAN

65,960

0.46%

11,995,712

83.45%

2,379,718

16.55%

14,375,430

100.00%

The 20 largest shareholders in total
Other shareholders
Shares in total

* Nominee register

Breakdown of share ownership on 31 December 2018
Number of shares

Owners

%

Shares

%

1,034

45.6%

52,074

0.4%

101 - 500

766

33.8%

198,348

1.4%

501 - 1,000

202

8.9%

165,155

1.1%

1,001 - 5,000

165

7.3%

335,647

2.3%

5,001 - 10,000

34

1.5%

241,133

1.7%

10,001 - 50,000

41

1.8%

1,165,272

8.1%

50,001 - 100,000

10

0.4%

719,182

5.0%

100,001 -

14

0.6%

11,498,619

80.0%

2,266

100.0%

14,375,430

100.0%

Shares

%

26,098

0.2%

CEO

431,690

3.0%

Other members of the management team

300,694

2.1%

1 - 100

Shareholding of the management on 31 December 2018

Members of the Board
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In addition to the above-mentioned shareholdings, at the end of the review period a
corporation controlled by President and CEO Hannu Martola, Expedir Oy, owned 35,000 of
the company’s shares.

Share-based incentive programs
The company established share-based incentive programs for the President and CEO in 2008
and for key personnel in 2010. In these programs, shares can be offered for subscription to
beneficiaries in three steps. The first step was accomplished in December 2016, the second
in December 2017 and the third in December 2018. During the financial year, within the
directed share issue without payment a total of 474,835 new shares were issued. The shares
began being traded on 10 December 2018.

Stock options 2018
Based on the authorization granted by the Annual General Meeting of shareholders held on
27 March 2018, the company’s Board decided on 27 September 2018 to issue stock options.
The stock options are offered free of charge to the company’s and its affiliated companies’
key personnel, and stock options entitle to subscribe the company’s shares according the
terms of stock option program. During the financial year, a total of 376,000 stock option were
issued and the strike price is EUR 22.26. The detailed terms of the stock option programs can
be found on the company’s website.

Risks and uncertainties
According to the management view, the company’s main short-term risks in 2019 are
associated with development of international security, factors related to political and trade
policy uncertainty, and operating in the emerging markets.
Other risks are related to price competition, a significant share of net sales being generated
from the top five customers, APAC countries’ large share of sales, product quality, SOP
(startup of production) of new products, renewal of information systems, customer liquidity,
exchange rate fluctuations, an overall rise in costs especially in China, the adequacy and
competence of personnel and organizational efficiency.
The company aims to mitigate these risks with normal control and precautionary measures.
The Group has not hedged foreign exchange risks. Group loans are not covered by interest
rate hedging instruments, and consequently possible interest rate changes can impact the
company results. The Group has taken measures to protect against material and immaterial
damage by insuring its operations sufficiently.

Detection Technology

Board of Directors’ report 2018

9

Products that Group companies manufacture are sensitive X-ray detectors and related
quality standards are rigorous. It is possible that, from time to time and despite on-going
quality and assurance mechanisms, the quality of the products does not fully meet customer
requirements thereby causing additional quality costs. There are several quality assurance
and testing methodologies used in production, which are regarded as adequate by corporate
management to make sure that, under normal conditions, products meet the requirements.
Group companies in China and Finland have obtained ISO 9001:2015 and 14001:2015
certification for their key processes.
Through normal control and precautionary measures, the Company management aims to
reduce the impact of risks affecting the company’s operational continuity.

Sustainability
The Board of Directors approved Detection Technology Group’s Code of Conduct in
December. Detection Technology’s corporate responsibility complies with the ISO 9001:2015
and ISO 14001:2015 standards, and the company recognizes the Code of Conduct of the
Responsible Business Alliance’s (RBA) and implements this in the company’s business.
The company’s quality, environmental, business ethics, labor, and occupational health and
safety policies form the DT Code of Conduct. These practices ensure that working conditions
are safe, workers are treated with respect and dignity, and business operations are
environmentally responsible and conducted ethically. The principles of the Code of Conduct
guide the everyday work of the company’s management and employees, and the company
requires its suppliers and other partners to commit to the same standards. The Code of
Conduct is available on the company website.
At Detection Technology, environmental responsibility means offering customers
environmentally friendly product and production solutions and reducing the environmental
impacts of the company’s own operations. The company constantly assesses the
environmental impacts of its functions and products, improves production processes and
product structures with consideration to environmental aspects, minimizes the amount
of waste, and develops environmental awareness within the organization. No significant
environmental damage came to the company’s notice in 2018.
The launch of the Aurora product family contributed to supporting the company’s responsibility
targets. A high level of integration means that the products contain much fewer components that
the company’s earlier generations or corresponding product solutions offered by competitors.
The high integration level also provides solutions that are mechanically more robust and
streamlines global supply chains. Furthermore, the recyclability of packaging materials and
optimization of package sizes was emphasized during the package design process.
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Events after financial year ended
During the 2019 financial year, business has continued without abnormal events.

Outlook for 2019
According to industry estimates, the average growth rate is around 5% per year in the global
medical X-ray imaging market, 7% in the security X-ray equipment market and around 5%
in industrial X-ray imaging. Detection Technology estimates that the annual growth rate will
remain at this level in all market segments in 2019.
The company estimates that sales will increase in both business units during the first half of
2019, and revenue growth will slow down in the second half of the year. There is uncertainty
regarding demand, and the intensification of competition might be reflected in product prices.
Detection Technology’s medium-term business outlook is unchanged. Detection Technology
aims to increase sales by at least 15% per annum and to achieve an operating margin at or
above 15% in the medium term.

Dividend distribution policy
In accordance with a decision by the Board of Directors, the company aims regularly to
distribute funds to shareholders every year, by paying dividends or refunding capital. The
amount of funds for distribution and the time of payment are affected by, among other
things, the company and Group result, its financial position, the need for capital and other
possible factors. The aim is to distribute to shareholders 30–60% of the Group’s annual
earnings (earnings per share) before non-recurring items.

Board of Directors’ profit distribution proposal
The invested unrestricted equity fund of the parent company Detection Technology Plc
contains distributable funds totalling EUR 29,369,421, of which EUR 5,451,973 represents the
net profit for the financial year. The company’s funds eligible for dividend distribution total
EUR 6,916,546. After the end of the financial year, there have not been significant changes
in the company’s financial situation, nor does the solvency test referred to in Chapter 13,
Section 2 of the Companies Act affect the amount of distributable funds.
The Board of Directors proposes to the Annual General Meeting to be held on 28 March
2019 that, based on the balance sheet adopted for 2018, a dividend of EUR 0.38 per share
be paid. The number of shares entitling to dividend is 14,375,430, which means that the total
amount of the dividend would be EUR 5,462,663.40.
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Group income statement
1.1.2018–31.12.2018
2018

2017

93,916,146.37

89,003,049.16

1,722,957.86

-1,083,105.22

719,015.88

142,532.56

-51,450,865.59

-40,962,943.38

2,998,048.72

-944,972.20

-382,590.19

-495,679.10

-48,835,407.06

-42,403,594.68

-11,739,970.38

-10,522,006.63

Pension expenses

-1,797,753.86

-1,535,777.75

Other indirect personnel expenses

-1,430,181.64

-1,354,058.67

-14,967,905.88

-13,411,842.87

-2,350,767.58

-2,217,514.65

0.00

-8,484.56

-2,350,767.58

-2,225,999.21

Other operating expenses

-11,682,217.32

-10,128,249.02

OPERATING PROFIT (LOSS)

18,521,822.27

19,892,790.72

508,807.65

1,914,121.08

-585,703.36

-2,438,309.43

-76,895.71

-524,188.35

AND TAXES

18,444,926.56

19,368,602.37

Income taxes

-3,578,729.40

-4,216,534.09

14,866,197.16

15,152,068.28

NET SALES
Change in inventories of finished goods
and work in progress
Other operating income
Materials and services
Materials, supplies and goods
Purchases during financial year
Change in inventories
External services
Total
Personnel expenses
Salaries and wages
Indirect personnel expenses

Total
Depreciations and amortisations
Depreciations according to plan
Amortisations
Total

Financial income and expenses
Interest and financial income
Interest and financial expenses
Total
PROFIT (LOSS) BEFORE APPROPRATIONS

PROFIT (LOSS) FOR THE FINANCIAL YEAR
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Group balance sheet
31.12.2018
ASSETS

2018

2017

Intangible rights

404,155.62

305,282.17

Other capitalized expenses

834,054.34

903,479.78

Prepayments for intangible assets

2,231,184.84

313,906.83

Total

3,469,394.80

1,522,668.78

5,191,596.23

4,260,110.48

75,135.06

62,696.41

5,266,731.29

4,322,806.89

Other shares

10,500.00

10,500.00

Total

10,500.00

10,500.00

8,746,626.09

5,855,975.67

Materials and supplies

8,626,437.04

5,628,388.32

Work in progress

1,802,104.01

115,774.00

Finished goods

2,860,246.40

2,823,618.55

13,288,787.45

8,567,780.87

Trade receivables

25,003,280.96

20,556,649.21

Other receivables

1,358,238.77

364,765.66

297,820.25

527,110.41

26,659,339.98

21,448,525.28

Cash and cash equivalents

22,345,632.87

26,500,016.84

TOTAL CURRENT ASSETS

62,293,760.30

56,516,322.99

71,040,386.39

62,372,298.65

NON-CURRENT ASSETS
Intangible assets

Tangible assets
Machinery and equipment
Prepayments for tangible assets
Total
Investments

TOTAL NON-CURRENT ASSETS
CURRENT ASSETS
Inventories

Total
Receivables
Current receivables

Prepaid expenses and accrued income
Total

TOTAL ASSETS

Detection Technology
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Group balance sheet
31.12.2018
EQUITY AND LIABILITIES

2018

2017

80,000.00

80,000.00

5,130,024.55

5,130,024.55

22,452,875.22

22,452,875.22

8,854,475.28

-1,176,033.10

14,866,197.16

15,152,068.28

51,383,572.21

41,638,934.94

4,055,589.57

4,725,668.86

65,983.44

223,156.65

Trade payables

9,320,080.95

8,709,739.32

Other liabilities

174,915.72

1,077,081.30

EQUITY
Share capital
Share premium account
Invested non-restricted equity fund
Retained earnings (loss)
Profit for financial year (loss)
TOTAL EQUITY
LIABILITIES
Current liabilities
Loans from financial institutions
Advances received

Accrued liabilities

6,040,244.50

5,997,717.58

19,656,814.18

20,733,363.71

TOTAL LIABILITIES

19,656,814.18

20,733,363.71

TOTAL EQUITY AND LIABILITIES

71,040,386.39

62,372,298.65

Total
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Group cash flow statement
2018

2017

18,521,822.27

19,892,790.72

2,350,767.58

2,225,999.21

-9,435,704.35

1,101,148.15

Change in advances received

-157,173.21

-474,201.82

Financial income and expenses

-440,803.97

-799,300.65

CASH FLOW FROM OPERATIONS
Operating profit (loss)
Depreciations
Change in working capital

Paid income taxes
CASH FLOW FROM OPERATIONS

-4,717,178.56

-3,321,858.87

6,121,729.76

18,624,576.74

-4,740,826.19

-1,832,647.79

-4,740,826.19

-1,832,647.79

0.00

-683,445.25

-670,079.29

-1,914,383.56

CASH FLOW FROM INVESTMENTS
Investments in intangible and tangible assets
CASH FLOW FROM INVESTMENTS
CASH FLOW FROM FINANCING
Change in non-current loans
Change in current loans
Dividend payment

-4,865,208.25

0.00

Capital repayment

0.00

-3,356,443.75

CASH FLOW FROM FINANCING

-5,535,287.54

-5,954,272.56

CHANGE IN CASH AND CASH EQUIVALENTS

-4,154,383.97

10,837,656.39

Cash and cash equivalents at the beginning of the year

26,500,016.84

15,662,360.45

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

22,345,632.87

26,500,016.84

Change in current receivables*

-4,390,468.01

-402,844.33

Change in inventories

-4,721,006.58

2,028,077.42

-324,229.76

-524,084.95

-9,435,704.35

1,101,148.15

CHANGE IN WORKING CAPITAL

Change in current liabilities
CHANGE IN WORKING CAPITAL

* Deferred conversion differences are included into change in working capital, as an increase of current receivables.
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Detection Technology Plc income statement
1.1.2018–31.12.2018
2018

2017

24,872,724.90

22,452,945.14

691,058.45

139,250.06

7,405,526.38

4,967,468.95

-12,848,107.44

-11,619,548.92

Change in inventories

-513,127.45

107,986.66

External services

-173,157.15

-210,945.02

-13,534,392.04

-11,722,507.28

-4,797,721.85

-4,145,667.44

Pension expenses

-941,007.34

-783,652.21

Other indirect personnel expenses

-181,062.22

-149,532.20

-5,919,791.41

-5,078,851.85

Depreciations according to plan

-681,697.66

-522,250.54

Total

-681,697.66

-522,250.54

Other operating expenses

-6,989,197.97

-5,346,670.29

OPERATING PROFIT (LOSS)

5,844,230.65

4,889,384.19

678,487.61

706,680.11

-153,384.47

-1,243,179.69

525,103.14

-536,499.58

6,369,333.79

4,352,884.61

-917,360.40

-741,572.79

5,451,973.39

3,611,311.82

NET SALES
Change in inventories of finished goods
and work in progress
Other operating income
Materials and services
Materials, supplies and goods
Purchases during financial year

Total
Personnel expenses
Salaries and wages
Indirect personnel expenses

Total
Depreciations and amortisations

Financial income and expenses
Interest and financial income
Interest and financial expenses
Total
PROFIT (LOSS) BEFORE APPROPRATIONS
AND TAXES
Income taxes
PROFIT (LOSS) FOR THE FINANCIAL YEAR
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Detection Technology Plc balance sheet
31.12.2018
ASSETS

2018

2017

Intangible rights

277,268.42

234,153.32

Other capitalized expenses

481,313.73

457,983.18

Prepayments for intangible assets

2,231,184.84

313,906.83

Total

2,989,766.99

1,006,043.33

864,399.94

967,092.06

75,135.06

62,696.41

939,535.00

1,029,788.47

2,979,045.23

2,979,045.23

10,500.00

10,500.00

2,989,545.23

2,989,545.23

6,918,847.22

5,025,377.03

266,297.35

779,424.80

43,761.30

115,773.99

Finished goods

1,042,842.46

279,771.32

Total

1,352,901.11

1,174,970.11

Receivables from group companies

1,965,065.50

5,664,335.42

Total

1,965,065.50

5,664,335.42

Trade receivables

4,123,466.32

1,635,358.41

Receivables from group companies

5,911,700.06

6,539,720.61

Other receivables

1,191,000.43

360,996.38

104,454.81

217,333.86

11,330,621.62

8,753,409.26

Cash and cash equivalents

16,830,359.36

16,114,495.79

TOTAL CURRENT ASSETS

31,478,947.59

31,707,210.58

38,397,794.81

36,732,587.61

NON-CURRENT ASSETS
Intangible assets

Tangible assets
Machinery and equipment
Prepayments for tangible assets
Total
Investments
Shares in group companies
Other shares
Total
TOTAL NON-CURRENT ASSETS
CURRENT ASSETS
Inventories
Materials and supplies
Work in progress

Receivables
Non-current receivables

Current receivables

Prepaid expenses and accrued income
Total

TOTAL ASSETS

Detection Technology
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Detection Technology Plc balance sheet
31.12.2018
EQUITY AND LIABILITIES

2018

2017

80,000.00

80,000.00

5,130,024.55

5,130,024.55

22,452,875.22

22,452,875.22

1,464,572.19

2,718,468.62

EQUITY
Share capital
Share premium account
Invested non-restricted equity fund
Retained earnings (loss)
Profit for financial year (loss)

5,451,973.39

3,611,311.82

34,579,445.35

33,992,680.21

1,350.00

40,505.02

Trade payables

614,605.69

831,669.33

Trade payables from group companies

932,762.80

201,594.26

Other liabilities

128,670.58

102,439.51

2,140,960.39

1,563,699.28

3,818,349.46

2,739,907.40

3,818,349.46

2,739,907.40

38,397,794.81

36,732,587.61

TOTAL EQUITY
LIABILITIES
Current liabilities
Advances received

Accrued liabilities
Total
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES
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Detection Technology Plc cash flow statement
2018

2017

5,844,230.65

6,124,833.57

681,697.66

522,250.54

-1,864,729.22

3,309,268.12

Change in advances received

-39,155.02

-577,132.81

Financial income and expenses

139,877.14

464,366.25

-1,061,048.40

-1,296,546.63

3,700,872.81

8,547,039.04

-2,114,178.99

-1,065,838.02

-2,114,178.99

-1,065,838.02

0.00

-683,445.25

3,202,574.00

2,743,458.78

791,804.00

0.00

CASH FLOW FROM OPERATIONS
Operating profit (loss)
Depreciations
Change in working capital

Paid income taxes
CASH FLOW FROM OPERATIONS
CASH FLOW FROM INVESTMENTS
Investments in intangible and tangible assets
CASH FLOW FROM INVESTMENTS
CASH FLOW FROM FINANCING
Change in non-current loans
Change in non-current loans to group companies
Change in current loans to group companies
Change in current loans

0.00

-261,524.00

Dividend payment

-4,865,208.25

0.00

Capital repayment

0.00

-3,356,443.75

-870,830.25

-1,557,954.22

715,863.57

5,923,246.80

Cash and cash equivalents at the beginning of the year

16,114,495.79

10,191,248.99

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

16,830,359.36

16,114,495.79

-2,343,406.30

4,681,281.89

-177,931.00

-316,857.41

656,608.08

-1,055,156.36

-1,864,729.22

3,309,268.12

CASH FLOW FROM FINANCING

CHANGE IN CASH AND CASH EQUIVALENTS

CHANGE IN WORKING CAPITAL
Change in current receivables
Change in inventories
Change in current liabilities
CHANGE IN WORKING CAPITAL

Detection Technology

Financial statements 2018

19

Accounting principles for consolidated financial statements
Copies of Detection Technology Plc consolidated financial statement can be obtained from company’s offices
in Oulu and Espoo.

Principles for consolidated financial statements
Consolidated financial statements of Detection Technology Group have been drawn up by using past equity
method.
Intercompany transactions, account receivables and account payables as well as group internal shareholdings
have been eliminated from consolidated financial statements. The income statements of subsidiaries have
been converted to euro by using monthly average exchange rate for the financial period, and balance sheets
have been converted by using the official rates at the end of the financial period. Differences arising from the
currency conversion as well as the translation of foreign subsidiaries’ share capitals are included in retained
earnings.
Cash flow statements for DT Group and Detection Technology Plc have been prepared in compliance with the
cash flow reporting model recommended by Finnish Accounting Board (KILA).

Company shares
Share´s basic information
Trading code

DETEC

ISIN -code

FI4000115464

Votes/share

1 pcs

Share capital, EUR

80,000.00 €

Share amount

14,375,430 pcs

Shares os subsidiaries
Ownership

Country

DTF (H.K.) Ltd.

100 %

Hong Kong

Detection Technology, Inc.

100 %

United States

Beijing DT Electronic Technology Co., Ltd.

100 %

China

DT Electronic Manufacturing (Beijing) Co., Ltd.

100 %

China
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Associated companies
Company does not have any associated companies.

Goodwill
Company does not have any goodwill in its balance sheet as the company has established all subsidiaries.

Deferred taxes
Company does not accrue receivables or liabilities from deferred income taxes in its consolidated financial
statements.

Valuation methods and principles
Inventories have been valued at variable acquisition cost on the basis of Chapter 5 Section 6 of the Finnish
Accounting Act that defines the rules for valuation.
The company’s fixed assets have been valued at variable acquisition cost.

Planned depreciation periods for different asset types are as follows
Intangible rights

straight-line depreciation 3 - 5 years

Other capitalized expenses

straight-line depreciation 3 - 5 years

Machines and equipment

straight-line depreciation 3 - 10 years

Company has harmonized depreciation periods within the group. Depreciations periods are 3 or 5 years. The
10 years depreciations time is only in use in China. 		

Net sales recognition principles
Net sales for the products and services produced by the company is recognized based on delivery.

Conversion of foreign currency items
Receivables and payables recorded in foreign currencies are converted to euros based on the average rates
of the end date of the financial period.
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Notes to group´s financial statement
NOTES TO INCOME STATEMENT
NET SALES

2018

2017

2,868,206.80

2,105,479.60

Other geographical areas

91,047,939.57

86,897,569.56

Total

93,916,146.37

89,003,049.16

Medical Business Unit (MBU)

38,319,777.44

31,119,088.50

Security and Industrial Business Unit (SBU)

55,596,368.93

57,883,960.66

Total

93,916,146.37

89,003,049.16

Finland

Top five customers accounted for 54% of net sales in the review period.

PERSONNEL

2018

2017

47,951.62

42,000.00

Board members' rewards

138,830.65

90,000.01

Total

186,782.27

132,000.01

393,080.84

358,179.91

10,515.00

11,220.00

403,595.84

369,399.91

Members of the Board of Directors' rewards
Chairman's rewards

CEO's rewards
Fixed salaries and rewards
Benefits
Total

Board members and CEO have a voluntary pension scheme provided by the company.
Management’s share-based incentive scheme
The company’s management has a share-based incentive scheme that has not been booked to company or
consolidated accounts.
Average number of personnel during the financial year
Officers

176

160

Workers

271

258

Total

447

417

2018

2017

Intangible rights

190,665.21

132,819.61

Other capitalized expenses

557,000.02

665,344.35

Machinery and equipment

1,603,102.35

1,419,350.69

Total

2,350,767.58

2,217,514.65

DEPRECIATIONS
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AUDITING SERVICES

2018

2017

Annual audits

88,000.00

133,703.00

Other services

41,588.00

7,315.00

129,588.00

141,018.00

2018

2017

27,120.29

10,093.56

-130,047.71

-466,286.69

Other financial expenses

-4,432.07

-23,071.19

Conversion items

30,463.78

-44,924.03

-76,895.71

-524,188.35

2018

2017

Carrying amount at 1.1.

305,282.17

375,771.28

Increases

191,322.42

68,172.05

98,233.42

0.00

0.00

0.00

Total
SPECIFICATION FOR FINANCIAL ITEMS
Financial income from others
Interest expenses

Total

NOTES TO BALANCE SHEET
INTANGIBLE ASSETS
Immaterial rights

Reclassification
Decreases
Conversion items

-17.18

-5,841.55

-190,665.21

-132,819.61

404,155.62

305,282.17

Carrying amount at 1.1.

903,479.78

1,250,128.35

Increases

396,062.27

354,600.83

89,960.44

0.00

0.00

0.00

1,551.87

-35,905.05

-557,000.02

-665,344.35

834,054.34

903,479.78

313,906.83

0.00

Increases

2,105,471.87

313,906.83

Decreases

-188,193.86

0.00

Carrying amount at 31.12.

2,231,184.84

313,906.83

INTANGIBLE ASSETS TOTAL

3,469,394.80

1,522,668.77

Depreciations
Carrying amount at 31.12.
Other capitalized expenses

Reclassification
Decreases
Conversion items
Depreciations
Carrying amount at 31.12.
Prepayments for intangible assets
Carrying amount at 1.1.
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2018

2017

Carrying amount at 1.1.

4,260,110.48

4,663,810.79

Increases

2,552,977.97

1,193,618.00

Machinery and equipment

Reclassification

0.00

0.00

Decreases

0.00

-8,484.56

-18,389.87

-169,483.05

-1,603,102.35

-1,419,350.69

5,191,596.23

4,260,110.48

Carrying amount at 1.1.

62,696.41

45,296.45

Increases

75,135.06

62,696.41

Decreases

-62,696.41

-45,296.45

75,135.06

62,696.41

5,266,731.29

4,322,806.89

2018

2017

10,500.00

10,500.00

Conversion items
Depreciations
Carrying amount at 31.12.
Prepayments for tangible assets

Carrying amount at 31.12.
TANGIBLE ASSETS TOTAL

INVESTMENTS
Other shares
Carrying amount at 1.1.
Increases

0.00

0.00

Decreases

0.00

0.00

10,500.00

10,500.00

2018

2017

Trade receivables
VAT receivables

25,003,280.96
285,607.53

20,556,649.21
351,103.25

Other receivables

1,072,631.24

13,662.41

Carrying amount at 31.12.
RECEIVABLES
Current receivables

Accrued income
Total

297,820.25

527,110.41

26,659,339.98

21,448,525.28

2018

2017

80,000.00

80,000.00

0.00

0.00

80,000.00

80,000.00

NOTES TO EQUITY AND LIABILITIES
EQUITY
Share capital 1.1.
Additions
Share capital 31.12.
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Share premium account 1.1.
Changes
Share premium account 31.12.
Invested non-restricted equity fund 1.1.

5,130,024.55

5,130,024.55

0.00

0.00

5,130,024.55

5,130,024.55

22,452,875.22

25,809,318.97

Additions

0.00

0.00

Capital repayment

0.00

-3,356,443.75

Invested non-restricted equity fund 31.12.

22,452,875.22

22,452,875.22

Retained earnings 1.1.

13,976,035.17

-109,018.45

-256,351.64

-1,067,014.65

Dividend payment

-4,865,208.25

0.00

Profit for financial year

14,866,197.16

15,152,068.28

Retained earnings 31.12.

23,720,672.44

13,976,035.17

EQUITY TOTAL

51,383,572.21

41,638,934.94

2018

2017

4,055,589.57

4,725,668.86

65,983.44

223,156.65

Trade payables

9,320,080.95

8,709,739.32

Other liabilities

174,915.72

1,077,081.30

4,502.29

5,066.37

793,379.14

475,421.52

Warranty provision

1,896,784.25

1,589,366.55

Other accrued liabilities

3,345,578.82

3,927,863.14

19,656,814.18

20,733,363.71

Conversion items

LIABILITIES
Current liabilities
Loans from financial institutions
Advances received

Accrued interest payables
Accrued income tax payables

Total

Accrued liabilities include warranty provisions estimated by the management. The provision equals to
approximately 1,5% of group net sales.

PLEDGES AND COMMITMENTS
Pledged and collateral
Unused credit overdraft facility
Other undertakings
Total

2018

2017

10,734,912.84

10,734,912.84

5,293,536.15

4,680,973.55

0.00

47,629.50

16,028,448.99

15,463,515.89

1,190,306.24

881,365.40

665,974.91

829,328.57

1,856,281.15

1,710,693.97

Amounts payable under leasing agreements vat 0 %
Payable in the following financial year
Payable in later years
Total
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Notes to parent company´s financial statement
NOTES TO INCOME STATEMENT
NET SALES

2018

2017

2,868,206.80

2,105,479.60

Other geographical areas

22,004,518.10

20,347,465.54

Total

24,872,724.90

22,452,945.14

2018

2017

Finland

PERSONNEL
Members of the Board of Directors' rewards
Chairman's rewards

47,951.62

42,000.00

Board members' rewards

138,830.65

90,000.01

Total

186,782.27

132,000.01

393,080.84

358,179.91

CEO's rewards
Fixed salaries and rewards
Benefits
Total

10,515.00

11,220.00

403,595.84

369,399.91

Board members and CEO have a voluntary pension scheme provided by the company.
Management’s share-based incentive scheme
The company’s management has a share-based incentive scheme that has not been booked to company or
consolidated accounts.
Average number of personnel during the financial year
Officers

62

52

Workers

3

4

65

56

2018

2017

Intangible rights

112,343.94

86,581.63

Other capitalized expenses

208,809.52

179,606.89

Machinery and equipment

360,544.20

256,062.02

Total

681,697.66

522,250.54

2018

2017

Annual audits

55,000.00

68,448.00

Other services

41,588.00

7,315.00

Total

96,588.00

75,763.00

Total

DEPRECIATIONS

AUDITING SERVICES
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SPECIFICATION FOR FINANCIAL ITEMS

2018

2017

274,818.03

478,661.00

14,524.29

218.10

-27,550.00

-55,701.93

-4,960.17

-1,475.67

Conversion items

268,270.99

-958,201.08

Total

525,103.14

-536,499.58

2018

2017

Carrying amount at 1.1.

234,153.32

266,536.91

Increases

Financial income from group companies
Financial income from others
Interest expenses
Other financial expenses

NOTES TO BALANCE SHEET
INTANGIBLE ASSETS
Intangible rights
155,459.04

54,198.04

Reclassification

0.00

0.00

Decreases

0.00

0.00

-112,343.94

-86,581.63

277,268.42

234,153.32

Carrying amount at 1.1.

457,983.18

512,438.13

Increases

232,140.07

125,151.94

0.00

0.00

Depreciations
Carrying amount at 31.12.
Other capitalized expenses

Reclassification
Decreases

0.00

0.00

-208,809.52

-179,606.89

481,313.73

457,983.18

313,906.83

0.00

Increases

2,231,184.84

313,906.83

Decreases

-313,906.83

0.00

Carrying amount at 31.12.

2,231,184.84

313,906.83

INTANGIBLE ASSETS TOTAL

2,989,766.99

1,006,043.33

2018

2017

Carrying amount at 1.1.

967,092.06

507,626.51

Increases

257,852.08

715,527.57

Reclassification

0.00

0.00

Decreases

0.00

0.00

-360,544.20

-256,062.02

864,399.94

967,092.06

Depreciations
Carrying amount at 31.12.
Prepayments for intangible assets
Carrying amount at 1.1.

TANGIBLE ASSETS
Machinery and equipment

Depreciations
Carrying amount at 31.12.
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Prepayments for tangible assets
Carrying amount at 1.1.

62,696.41

45,296.45

Increases

75,135.06

62,696.41

Decreases

-62,696.41

-45,296.45

Carrying amount at 31.12.

75,135.06

62,696.41

TANGIBLE ASSETS TOTAL

939,535.00

1,029,788.47

2018

2017

2,979,045.23

2,979,045.23

Increases

0.00

0.00

Decreases

0.00

0.00

2,979,045.23

2,979,045.23

10,500.00

10,500.00

Increases

0.00

0.00

Decreases

0.00

0.00

10,500.00

10,500.00

861.59

861.59

INVESTMENTS
Shares in Group companies
Carrying amount at 1.1.

Carrying amount at 31.12.
Other shares
Carrying amount at 1.1.

Carrying amount at 31.12.
Shares in subsidiaries and other companies
Detection Technology, Inc.
Virpiniemen Golf Oy

10,500.00

10,500.00

163,462.65

163,462.65

DT Electronic Manufacturing (Beijing) Co., Ltd.

2,814,720.99

2,814,720.99

Total

2,989,545.23

2,989,545.23

2018

2017

0.00

496,695.96

DTF (H.K.) Ltd.

RECEIVABLES FROM GROUP COMPANIES
Non-current receivables
Beijing DT Electronic Technology Co., Ltd.
DTF (H.K.) Ltd.

0.00

3,500,000.00

Detection Technology, Inc.

1,965,065.50

1,667,639.46

Total

1,965,065.50

5,664,335.42

9,351.97

0.00

DT Electronic Manufacturing (Beijing) Co., Ltd.

290,500.00

5,019.59

Total

299,851.97

5,019.59

Current receivables
Trade receivables
Detection Technology, Inc.
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Other receivables
Beijing DT Electronic Technology Co., Ltd.

603,122.99

1,463,389.79

DTF (H.K.) Ltd.

863,956.79

1,607,355.94

Detection Technology, Inc.

1,026,676.86

417,401.97

DT Electronic Manufacturing (Beijing) Co., Ltd.

3,118,091.45

3,046,553.32

Total

5,611,848.09

6,534,701.02

Total

7,876,765.56

12,204,056.03

2018

2017

4,123,466.32

1,635,358.41

285,607.53

351,103.25

RECEIVABLES FROM OTHERS
Current receivables
Trade receivables
VAT receivables
Other receivables

408,992.16

9,893.13

Accrued income

600,855.55

217,333.86

5,418,921.56

2,213,688.65

2018

2017

80,000.00

80,000.00

0.00

0.00

80,000.00

80,000.00

5,130,024.55

5,130,024.55

0.00

0.00

5,130,024.55

5,130,024.55

22,452,875.22

25,809,318.97

0.00

0.00

Total

NOTES TO EQUITY AND LIABILITIES
EQUITY
Share capital 1.1.
Additions
Share capital 31.12.
Share premium account 1.1.
Changes
Share premium account 31.12.
Invested non-restricted equity fund 1.1.
Additions
Capital repayment

0.00

-3,356,443.75

22,452,875.22

22,452,875.22

6,329,780.44

2,718,468.62

0.00

0.00

-4,865,208.25

0.00

Profit for financial year

5,451,973.39

3,611,311.82

Retained earnings 31.12.

6,916,545.58

6,329,780.44

EQUITY TOTAL

34,579,445.35

33,992,680.21

DISTRIBUTABLE EQUITY AT THE END OF PERIOD

29,369,420.80

28,782,655.66

Invested non-restricted equity fund 31.12.
Retained earnings 1.1.
Items belonging to previous financial years
Dividend payment

Detection Technology
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2018

2017

DT Electronic Manufacturing (Beijing) Co., Ltd.

932,762.80

201,594.26

Total

932,762.80

201,594.26

2018

2017

1,350.00

40,505.02

Trade payables

614,605.69

831,669.33

Other liabilities

128,670.58

102,439.51

1,356,285.58

1,265,564.85

Current liabilities
Trade payables

LIABILITIES TO OTHERS
Current liabilities
Advances received

Accrued salary payables
Other accrued liabilities
Total

784,674.81

298,134.43

2,885,586.66

2,538,313.14

The parent company’s warranty provision is included to accrued liabilities and to other operating costs
according to the group policy.
PLEDGES AND COMMITMENTS

2018

2017

10,734,912.84

10,734,912.84

Unused credit overdraft facility

3,000,000.00

3,000,000.00

Commitments for behalf of subsidiaries

6,349,125.73

6,406,642.41

0.00

47,629.50

20,084,038.57

20,189,184.75

Payable in the following financial year

433,222.01

469,949.47

Payable in later years

278,058.13

194,134.53

Total

711,280.14

664,084.00

Pledged and collateral

Other undertakings
Total
Amounts payable under leasing agreements vat 0 %
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List of accounting books
ACCOUNTING BOOKS
		
Archiving method
Balance sheet book		Bound on paper
Specification of balance sheet		Bound on paper
Journal		Electronic filing
General ledger		Electronic filing
Income statement		Electronic filing
Balance sheet		Electronic filing

ACCOUNTING RECORDS
Item

NR

Archiving method

Purchase and travel invoices

CIF180001

Electronic filing and paper copy

Sales invoices

20180001

Electronic filing and paper copy

Vouchers

MU180101

Paper copy

Payroll vouchers		

Electronic filing

Bank journals

Paper copy

NOR18001

Notes		

DETECTION TECHNOLOGY PLC
A Grid, Otakaari 5A, 02150 ESPOO, FINLAND
Tel +358 (0) 20 766 9700
Fax +358 (0) 20 766 9709
www.deetee.com

Domicile Espoo
Business registration number 0878389-8

Paper copy
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Signatures for the financial statements and
Board of Directors’ report
Espoo 5 March 2019

Hannu Syrjälä

Pasi Koota

Chairman of the Board

The Board Member

Heikki Allonen

Petri Niemi

The Board Member

The Board Member

Vera Backström

Henrik Roos

The Board Member

The Board Member

Hannu Martola
President and CEO

The Auditor’s note to the financial statements
Auditor’s report has been given on the date of signature
Espoo 5 March 2019

Juha Hilmola, Authorised Public Accountant
Ernst & Young Oy
Authorized Public Accountant Firm
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Auditor’s report
(Translation of the Finnish original)

To the Annual General Meeting of Detection Technology Plc.

Report on the Audit of Financial Statements
Opinion
We have audited the financial statements of Detection Technology Plc. (business identity
code 0878389-8) for the year ended 31 December, 2018. The financial statements comprise
the balance sheets, the income statements, cash flow statements and notes for the group as
well as for the parent company.
In our opinion, the financial statements give a true and fair view of the group’s and the
company’s financial performance and financial position in accordance with the laws and
regulations governing the preparation of financial statements in Finland and comply with
statutory requirements.
Basis for Opinion
We conducted our audit in accordance with good auditing practice in Finland. Our responsibilities
under good auditing practice are further described in the Auditor’s Responsibilities for the Audit
of Financial Statements section of our report. We are independent of the parent company and
of the group companies in accordance with the ethical requirements that are applicable in
Finland and are relevant to our audit, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of the Board of Directors and the Managing Director for the
Financial Statements
The Board of Directors and the Managing Director are responsible for the preparation of
financial statements that give a true and fair view in accordance with the laws and regulations
governing the preparation of financial statements in Finland an comply with statutory
requirements. The Board of Directors and the Managing Director are also responsible for
such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the Board of Directors and the Managing Director are
responsible for assessing the parent company’s and the group’s ability to continue as going
concern, disclosing, as applicable, matters relating to going concern and using the going
concern basis of accounting. The financial statements are prepared using the going concern
basis of accounting unless there is an intention to liquidate the parent company or the group
or cease operations, or there is no realistic alternative but to do so.
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Auditor’s Responsibilities for the Audit of Financial Statements
Our objectives are to obtain reasonable assurance on whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with good auditing practice will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial
statements.
As part of an audit in accordance with good auditing practice, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:
•

Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

•

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the parent company’s or the group’s
internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

•

Conclude on the appropriateness of the Board of Directors’ and the Managing Director’s
use of the going concern basis of accounting and based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the parent company’s or the group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the company to cease to continue as a going concern.

•

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events so that the financial statements give a true and fair view.

•

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Other reporting requirements
Other information
The Board of Directors and the Managing Director are responsible for the other information.
The other information comprises the report of the Board of Directors.
Our opinion on the financial statements does not cover the other information.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated. Our responsibility also includes considering whether the report
of the Board of Directors has been prepared in accordance with the applicable laws and
regulations.
In our opinion, the information in the report of the Board of Directors is consistent with the
information in the financial statements and the report of the Board of Directors has been
prepared in accordance with the applicable laws and regulations.
If, based on the work we have performed, we conclude that there is a material misstatement
of the report of the Board of Directors, we are required to report that fact. We have nothing
to report in this regard.

Helsinki 5.3.2019
Ernst & Young Oy
Authorized Public Accountant Firm

Juha Hilmola
Authorized Public Accountant
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