
4 MANAGEMENT OF FINANCIAL RISKS

4.1 Financial risk factors

In its business operations, the Group is exposed to several types of financial risks: foreign-currency, interest, financing
and liquidity, counterparty and credit risks.  The objective of financial risk management is to protect the Group from
unfavorable changes in the financial market and thus contribute as much as possible to guaranteeing the Group’s pro-
fit and equity, and to guarantee sufficient liquidity in a cost-efficient manner. Management of financial risks has been
centralized with the Group’s financial department, which is responsible for identification and evaluation of, and protec-
tion against, the Group’s financial risks. Furthermore, the financial department is responsible, in a centralized fashion,
for funding of the Group, and it provides the management with information about the financial situation of the Group
and the business units.

4.1.1 Foreign-currency risk

Foreign-currency risk related to different currencies comes about as a result of foreign-currency-denominated com-
mercial transactions and from translation of foreign-currency-denominated balance sheet items into the reporting cur-
rency.

(a) Transaction risk
The majority of the Group’s business operations are handled in the currency of the project country of the respective
group company. This means that both sales and costs are in the same currency. In the period under review, the
Group did not have significant transaction risks generated from the currency flow in foreign currencies. The Group did
not take steps to protect itself against transaction risks during the review period.

(b) Translation risk
The Group is exposed to a translation risk caused by fluctuations in foreign currency exchange rates, when it transla-
tes balance sheet items of subsidiaries based outside the euro area into its reporting currency. Main risk is with good-
will booked in Swedish Krona (SEK). The goodwill booked in SEK at December 31, 2016 was EUR 22,712 thousand
(2015: EUR 23,609 thousand).

Currency exposure arising from the net assets of the Group’s Swedish operations has been managed through borro-
wings denominated in SEK. At the end of the reporting period 2016 the Group did not have SEK nominated loans
(2015: EUR 1,873 thousand). The foreign exchange gain of 103 thousand (2015: loss EUR 41 thousand) on translati-
on of the borrowings to EUR currency at the end of the reporting period is recognized in other comprehensive income.

A sensitivity analysis in the main currency pair on the transaction and translation risk, i.e. the effect of reasonable po-
tential changes in exchange rates on the Group’s profit for the financial year, equity and goodwill at balance sheet da-
te is presented in the table below. In the analysis, the change in exchange rate has been estimated to be +/- 10 per
cent from reporting date, and other factors are estimated to remain unchanged.

EUR/SEK exchange rate 10% increase EUR/SEK exchange rate 10% decrease
EUR 1,000 2016 2015 2016 2015
Effect in profit for the finan-
cial year -102 -87 125 95
Effect in other equity items -464 -476 567 582
Effect in goodwill -2,035 -2,115 2,487 2,585

4.1.2 Interest risk

The Group is exposed to interest risk in two ways: because of changes in value for balance sheet items (i.e., a price
risk) and cash flow risk caused by changes in market interest rates.

On the balance sheet date, the total amount of interest-bearing debt excluding leasing liabilities was EUR 32,736
thousand (2015: EUR 21,492 thousand) covered with contracts in which the interest range is between 1.1 and 2.0 per
cent (2015: between 0.95 and 2.5 per cent). All of the Group’s loans have variable interest rates.

The Group monitors the interest risk by calculating the effect of one percentage point change in interest rates on the
Group’s next twelve months’ interest expenses. The sensitivity of the interest position to changes in interest rates is
determined by calculating how much an equal one percentage point change in interest rates throughout the Group’s
interest rate range would change interest expenses. Interest bearing loans from financial institutions excluding finance
lease liabilities are included in the calculation. At the balance sheet date the Group’s sensitivity to an increase in inter-
est rates of one percentage point was approximately EUR 213 thousand  (2015: EUR 83 thousand).



4.1.3 Financing and liquidity risk

The Group aims to guarantee solid liquidity in all market conditions through efficient cash management. Credit limits
tied to cash-pool arrangements are used for short-term financing. On the balance sheet date, the Group had EUR
9,490 thousand (2015: EUR 9,104 thousand) of available credit limits, of which EUR 1,678 thousand (2015: EUR 0)
was in use. Refinancing risk is attempted to minimize by applying a balanced maturity schedule for its loan portfolio,
ensuring sufficient maturity of loans, and using several banks as sources of financing.

The Group has financial covenants, which are tied to the equity ratio of the Group and to the debt/EBITDA -ratio of the
Group. In case the Group’s equity ratio at the time of the Financial Statement is below 25% or the debt/EBITDA -ratio
is higher than 3.5, the financer has the right to demand immediate payment of all the Group’s loans. According to Fi-
nancial Statements in 2016 the terms of these covenants are not breached.

To balance the cash effect of the long payment terms typical to design business, the Group sells a part of its key cus-
tomer receivables to a finance institution. There is no credit risk related to the sold receivables and these receivables
are not included in the Consolidated Statement of Financial Position.

4.1.4 Counterparty and credit risk

Financing contracts have the associated risk of the counterparty being unable to fulfill its obligations under the cont-
ract. To minimize the counterparty risk financing contracts are concluded with leading Nordic banks that have a good
credit rating.

Credit risk related to business operations arises out of a customer’s inability to perform its contractual obligations. A
considerable proportion of the Group’s business operations focus on large, financially solid companies that operate
internationally. Credit risk is also reduced by the customer companies being divided among several different sectors of
operation. The Group aims to ensure that services are sold only to such customers that have an appropriate credit
rating. Credit risk is controlled systematically, and overdue sales receivables are assessed on a weekly basis. The
Company strives to control the effects of increased financial uncertainty by actively monitoring its receivables and by
an efficient debt collection process.

For receivables that are more than 60 days past due a 50 per cent reservation for bad debt is made and a 100 per
cent reservation for receivables that are more than 90 days past due. The maximum customer credit risk exposure at
the end of the financial year is the book value of accounts receivable.

4.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in
order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital struc-
ture to reduce the cost of capital. In order to maintain or adjust the capital structure, the Group may adjust the amount
of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets.

Consistent with others in the industry, the Group monitors capital on the basis of the net gearing ratio. This ratio is cal-
culated as net debt divided by equity. Net debt is calculated as total gross interest-bearing debt less cash and cash
equivalents. To ensure sufficient flexibility, the goal is to keep the net gearing ratio within 20-100%. The following table
sets out the Group’s net gearing ratio:

EUR 1,000   2016   2015
Gross interest-bearing debt 34,269 23,222
Less: cash and cash equivalents -4,750 -8,807
Net debt 29,519 14,415
Total equity 52,777 34,618
Net gearing ratio   55.9%   41.6%



Fair value hierarchy

Available for sale financial assets recognized at fair value through profit or loss

Reconciliation of available for sale financial assets recognized at fair value through profit or loss

Financial liabilities recognized at fair value through profit or loss

Reconciliation of financial liabilities recognized at fair value through profit or loss

The tables below analyse financial instruments carried at fair value, by valuation method.
The different levels have been defined as follows:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices).
Level 3: Inputs that are not based on observable market data (that is, unobservable inputs).

EUR 1,000 Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Listed shares 170 0 0 170 177 0 0 177
Premises shares 0 480 0 480 0 480 0 480
Unlisted shares 0 0 30 30 0 0 30 30
Total 170 480 30 680 177 480 30 687

2016 2015

EUR 1,000
Listed

shares
Premises

shares
Unlisted

shares Total
Listed

shares
Premises

shares
Unlisted

shares Total
Opening balance at Jan 1 177 480 30 687 134 480 29 642
Gain/loss recognized in
other comprehensive income -7 0 0 -7 43 0 0 43
Additions 0 0 0 0 0 0 2 2
Closing balance Dec 31 170 480 30 680 177 480 30 687

2016 2015

EUR 1,000 Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Contingent liability in
acquisitions 0 0 1 568 1 568 0 0 0 0
Total 0 0 1 568 1 568 0 0 0 0

20152016

EUR 1,000 Total Total
Opening balance at Jan 1 0 0 434 434
Additions 1 568 1 568 0 0
Gain/loss recognized in the
income statement 0 0 6 6
Payment 0 0 -440 -440
Closing balance Dec 31 1 568 1 568 0 0

2016 2015
Contingent liability in

acquisitions
Contingent liability in

acquisitions



Financial instruments by category
EUR 1,000

Financial assets Dec 31, 2016 Note
Loans and other

receivables Available-for-sale Book value total Fair value
Available-for-sale financial assets 22 680 680 680
Accrued income (excluding prepayments) 25 17 228 17 228 17 228
Trade and other receivables 25 31 713 31 713 31 713
Cash and cash equivalents 27 4 750 4 750 4 750
Financial assets total 53 691 680 54 371 54 371

Financial liabilities Dec 31, 2016 Note

Financial liabilities at
fair value through

profit and loss
Other financial

liabilities Book value total Fair value
Loans from financial institutions 30 32 736 32 736 32 736
Finance lease liabilities 31 1 532 1 532 1 532
Liabilities from acquisitions* 32, 33 2 090 2 090 2 090
Pension liabilities 32 25 25 25
Trade payables 33 8 013 8 013 8 013
Accrued expenses 33 20 311 20 311 20 311
Other payables 33 12 723 12 723 12 723
Financial liabilities total 0 77 431 77 431 77 431
  * Liabilities from acquisitions include both contingent liabilities and fixed interest bearing liabilities.

Financial assets Dec 31, 2015 Note
Loans and other

receivables Available-for-sale Book value total Fair value
Available-for-sale financial assets 22 687 687 687
Accrued income (excluding prepayments) 24 6 604 6 604 6 604
Trade and other receivables 24 21 425 21 425 21 425
Cash and cash equivalents 26 8 807 8 807 8 807
Financial assets total 36 837 687 37 524 37 524

Financial liabilities Dec 31, 2015 Note

Financial liabilities at
fair value through

profit and loss
Other financial

liabilities Book value total Fair value
Loans from financial institutions 29 21 492 21 492 21 492
Finance lease liabilities 29 1 730 1 730 1 730
Liability from acquisition* 31, 32 1 045 1 045 1 045
Pension liabilities 31 66 66 66
Trade payables 32 4 993 4 993 4 993
Accrued expenses 32 17 405 17 405 17 405
Other payables 32 3 114 3 114 3 114
Financial liabilities total 0 49 846 49 846 49 846
  * The liability concerned is not a contingent liability, but a fixed interest bearing liability.



Maturity analysis of financial liabilities
EUR 1,000

2016
Less than 1

year 1-5 years
Borrowings 9 475 23 262
Finance lease payments 987 545
Interest payments 253 320
Liabilities from acquisitions 1 475 615
Trade and other payables 8 013 9
Financial liabilities total 20 202 24 752

2015
Less than 1

year 1-5 years
Borrowings 13 978 7 514
Finance lease payments 947 782
Interest payments 211 179
Liability from acquisition 1 015 30
Trade and other payables 8 107 0
Financial liabilities total 24 258 8 505


