














RISK MANAGEMENT

The purpose of risk management is to iden-
tify and manage the threats and opportunities
which can affect the way Luottokunta meets
its strategic business goals. Risk manage-
ment helps to meet business goals and ensure
continuous business operations by controlling
the risks that the company takes, so that they are

appropriate in relation to its risk-bearing capacity.

Risk Management Organisation

Luottokunta’s Board of Directors, in charge of
organising and maintaining internal auditing
and risk management, confirms the general
risk management principles for organising risk
management and internal auditing. The Board
approves Luottokunta’s business plan and
budget on an annual basis, simultaneously

assessing its risk-bearing capacity.

The Management Team is responsible for
implementing, developing and maintaining
procedures in line with the risk management

principles approved by the Board of Directors.

Risk-bearing Capacity and Capital
Management

Risk-bearing capacity refers to the amount of
capital base, based on capital-adequacy calcu-
lations, in relation to risk-weighted receivables.
The Group’s capital base consists of 98.7% of
Tier 1 capital, and 1.3% of upper Tier 2 capital.
At year-end, the Group’s capital adequacy ratio
stood at 15.9 per cent. Luottokunta assesses
capital adequacy on the basis of predictions

based on business growth prospects.

Management of Credit and Fraud Risks

Credit risks

The purpose of credit risk management is to
restrict the negative effects of credit risks on
profit to an acceptable level. Credit-granting
objectives, confirmed by the Board of Directors,
and decision-making powers and operating
guidelines approved by the Management Team
guide this management process. The appli-
cation processing and credit-granting process

play a key role in credit risk management.
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Luottokunta grants unsecured credit, mainly
to individual cardholders. Luottokunta has no
client- or merchant-specific risk concentra-
tions that would prove significant in relation
to the extent of its business because credit risk
is spread on the basis of the large number of
customers and on client-specific liability. Client-
specific credit risks are limited by spending and

credit limits specified for each account.

Luottokunta is also exposed to credit risks in
relation to merchants accepting cards in lines
of business where customers pay advance fees
for products or services delivered only after
payment, and in cases of customer complaints,
in order to manage merchant or sector-specific

risk concentrations.

Credit risk management is based on prudent
application processing, credit-granting proces-
ses and customer relationship management.
In assessing consumer customer credit rat-
ing, Luottokunta uses a credit scoring system
which helps to analyse the soundness of the
applicant’s financial standing. The assessment
of business customers’ and merchants’ credit
rating is based on e.g. trade and credit register
data and, if necessary, credit ratings issued by
credit rating agencies. The credit rating assess-
ment forms the basis for credit decisions made
within the framework of limits and acceptance
authorisations defined by the Management

Team.

The credit risk indicator derives from the non-
performing receivables’and impairment losses’
proportion of total liabilities and the total
credit portfolio. Total liabilities refer to the sum
total of the credit portfolio and unused credit

and spending limits.

Luottokunta monitors the status of customer
credit balances daily, using deviating data
based on a statistical scoring model analysing

individual card account data.

For merchants, Luottokunta monitors indi-
vidual payment transactions, debit items and
monthly total sales. Large individual payment
transactions as well as significant increases in
debit items or exceeding the monitoring limit

trigger a control signal.

The management receives credit risk reports

on a regular basis.

Fraud risk

The purpose of fraud risk management is to
restrict the negative effects of card data misuse
to an acceptable level. The regulations of inter-
national card schemes define the situations in
which card fraud losses remain Luottokunta’s
liability, either as the card issuer or the acquirer
of transactions. The rules of international card
schemes and Luottokunta’s internal operating
guidelines and decision-making powers guide

the fraud risk management process.

CREDIT RISK INDICATORS - LUOTTOKUNTA GROUP

31 Dec. 2007 31 Dec. 2006

Non-performing receivables (EUR million)
% of total liabilities
% of credit portfolio

Impairment losses on credits (EUR million)

% of total liabilities
% of credit portfolio
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3.8 3.1
0.11 0.11
0.70 0.64

34 3.2
0.12 0.14
0.76 0.71



For cardholders, the fraud risk is spread on
the basis of the large number of customers
and client-specific liability. The monitoring of
authorisation and payment transactions plays
a key role in fraud risk management both for
cardholders and merchants, with the aim of de-
tecting transactions related to attempted fraud
as quickly as possible, hence limiting any loss

incurred.

Luottokunta monitors the misuse risk for card
data on cards it has issued on a 24/7 basis by
supervising authorisation messages, through
monitoring procedures utilising both rule and
neural network-based models. For merchants,
Luottokunta monitors individual payment
transactions, debit items and monthly total
sales. Large individual payment transactions
as well as significant increases in debit items
or exceeding the monitoring limit trigger a

control signal.

The fraud risk indicator derives from the card
fraud losses’ proportion of card sales. The
management receives credit risk reports on a

regular basis.

Interest-rate and Financial

Risk Management

Interest risks originate in differing balance-
sheet item maturities, interest-rate revision
dates or interest bases. Luottokunta is exposed
to a structural interest-rate risk which, if it
materialised, would change net financial
income. Luottokunta manages structural
interest-rate risks by planning its balance-
sheet structure and interest-rate linkages. The
management receives credit risk reports on a

regular basis.

Financial risks refer to risks associated with
the availability of refinancing and the effect of
credit standing developments on the cost of

financing.

Financial risk management ensures that Luotto-
kunta is capable of fulfilling its commitments
and maintaining a risk-diversified and cost-

competitive refinancing structure.
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Financial risk management is based on liquid-
ity and balance-sheet planning and the diver-
sification of fund-raising by counterparty, tak-
ing the effects on financing costs into account.
Luottokunta applies credit lines, determined
by the Board of Directors, within the limits of
which it raises refinancing. The management

receives credit risk reports on a regular basis.

Management of Operational Risks

Operational risks refer to the threat of not
meeting business goals due to inadequate or
ineffective internal processes, staff perform-
ance, systems or external factors, including
legal risks. Corporate security forms a major

sector within operational risk management.

Operational risks materialise in the form of
expenses, compensation, incorrect information
on operations, or the interruption of business,

and can also materialise as loss of reputation.

Risk management aims to minimise the prob-
ability of losses or loss of income, or the threat
to Luottokunta’s reputation. Risk management
is based on systematic, careful and continu-
ous operations in all business sectors, with risk
identification and assessment occupying a key
position, forming the basis for the develop-

ment of operations.

Luottokunta’s business and support units are
responsible for the practical implementation

of operational risk management measures.

Operational risk management is based on
maintaining and developing operational proc-
esses, staff skills and regular reporting. Luotto-
kunta identifies and assesses operational
risks associated with key products, services,
projects, processes and systems. It draws up
plans for risk management procedures on the
basis of risk assessments and controls the prac-
tical implementation and efficiency of these
procedures in order to maintain the risks at the

desired level.

Luottokunta employs a standardised process
description method, which the units use for
describing the processes most significant to
their operations. Each process has an owner
who is also responsible for keeping the proc-
ess description up to date and analysing the

related risks.

Operational risks are identified in risk assess-
ments, performed on an annual basis and
always in connection with significant changes,
e.g. prior to the introduction of new services or
products. As regards IT systems, Luottokunta
identifies risks regularly in line with the specifica-

tions of the data security management system.

FRAUD RISK INDICATORS - LUOTTOKUNTA GROUP

31 Dec. 2007 31 Dec. 2006

Fraud losses (EUR million)
% of card sales

LUOTTOKUNTA 2007

1.3 1.4
0.03 0.04
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Once Luottokunta has identified a risk, it assesses
the probability of the risk in question and the
seriousness of the threat it might pose to Luotto-
kunta achieving its objectives, if realised. The threat
of operational risks to meeting objectives can be
mitigated by decreasing both the probabilities of

risk realisation and its seriousness.

Luottokunta records not only realised but also
identified, non-realised operational risks with a
view to being able to analyse reasons for risk
events and, consequently, develop its opera-

tions further.

The management receives reports on opera-
tional risks and realised damage on a regular

basis.

Key focus areas of operational risk manage-
ment in 2008 are the planned introductions of

mainframe systems.

EVENTS AFTER 2007

In January 2008, Luottokunta signed a rental
agreement on new premises with Tapiola
Group and will move to the new office premis-
es during 2008 and 2009.

PROSPECTS FOR 2008

Clearing sales of card schemes are projected
to continue their growth and the number
of cards is projected to remain at the 2007
level. Although investments in technical and
functional changes, required by the Single
European Payment Area (SEPA), and IT system
modernisation as well as data-security and risk
management development measures will
add to costs in 2008, they will enhance Luotto-
kunta's operational performance over the
next few years. Operating surplus for 2008 is

predicted to be lower than the year before.

MEMBERSHIP

The number of new merchants joining Luotto-
kunta in 2007 totalled 1 645, while 2 817 termi-
nated their membership. At year-end, the number
of members totalled 30 625 (31 797).
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DECISIONS BY THE
GENERAL MEETING OF
THE COOPERATIVE

The Cooperative’s Annual General Meeting
(AGM) of 4 April 2007 adopted the financial
statements for 2006, discharged those accoun-
table from liability and decided not to pay
any interest on co-operative capital. The AGM
confirmed the number of the Executive Board
members at 23 and re-elected KPMG Oy Ab,
Authorised Public Accountants, Luottokunta’s
auditor, with Raija-Leena Hankonen, Authori-
sed Public Accountant, as the chief auditor as
informed by KPMG.

ADMINISTRATION

The Cooperative’s AGM of 4 April 2007 re-elected
outgoing Executive Board members Jukka Alho,
Wilhelm von Frenckell, Jukka Narakka and
Veikko Vaikkinen, and elected Kirsi Aaltio to
replace outgoing member Pekka Kosonen,
Catarina Fagerholm to replace Pekka Perttila,
Pekka Nuuttila to replace Markku Pohjola and
Reijo Karhinen to replace Mikael Silvennoinen.
The AGM also elected Riitta Vermas, Arto Hiltu-
nen and Markku Uitto, respectively, to serve out
the remainder of Antti Pankakoski, Kari Neilimo
and Antti Remes’s terms, who had applied for

resignation from the Board.

The Executive Board meeting of 23 April 2007
elected Matti Halmesmaki as Chairman and
Hannu Penttild as Vice Chairman. It also confir-
med that the Board of Directors comprises nine
members, and re-elected outgoing members
Mikael Ingberg and Matti Peitso while electing
Maarit Nakyva to replace outgoing member
Risto Tornivaara and Jari Annala to serve out
the remainder of Jukka Salminen’s term, who
had applied for resignation as of 1 August 2007.
The Executive Board met three times during

the year.

The Board of Directors’' meeting of 21 May 2007
elected Tony Vepsaldinen as Chairman and Ari
Kaperi as Vice Chairman. The Board of Directors

convened nine times during the year.
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PERSONNEL

The number of employees averaged 332 (273),
270 (211) of whom worked on a permanent,
full-time basis. Permanent part-time employees
equalled 22 (20) full-time equivalents, while
temporary employees equalled 40 (42) full-
time equivalents. Nine (8) employees were on
statutory leave of absence at the end of the

financial year.

The higher number of employees was due to
the growing number of customer calls caused
by growth in the number of Visa cardholders,
and development projects with member banks
concerning product features related to Visa
cards. Project staff are still needed for testing
and parameterising card and merchant software
included in the new main system, as well as for
database transfer and testing of interfaces with
banks. Stricter requirements set by authorities
and card systems have required development
projects in risk management, data security and
financial management, and the operating model
developed in compliance with the new require-

ments has necessitated more staff.
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PERSONNEL
2007 2006 2005
Average personnel 332 273 229
BOARD OF DIRECTORS" PROPOSAL
FOR PROFIT DISTRIBUTION
Luottokunta’s equity capital 31 Dec. 2007 125767 166.62
consists of
Co-operative capital 8 031 500.00
Reserve fund 46 503 961.67
Fair value reserve 1432 831.95
Contingency reserve 46 400 000.00
Distributable surplus 23 398 873.00

On 31 December 2007, Group distributable surplus totalled EUR 22 676 272.32.
Total retained surplus available for the co-operative’s Annual General Meeting amounts to EUR

22 676 272.32. The Board of Directors proposes that the surplus for 2007 be retained on the surplus
account.

LUOTTOKUNTA 2007
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LUOTTOKUNTA GROUP BALANCE SHEET 2007

LUOTTOKUNTA GROUP BALANCE SHEET

(EUR 1 000) Note 31 Dec. 2007 31 Dec. 2006
ASSETS
Liquid assets 1,15 2488 2428
Claims on credit institutions 1,13,14,15
Repayable on demand 6 964 4920
Other 95 808 102772 83332 88 252
Claims on the public and public-sector entities 2,13,14,15
Other 573734 503 751
Shares and participations 3,15 1990 121
Intangible assets 5,7
Goodwill 14 431 8945
Other intangible assets 21262 35693 17 081 26 026
Tangible assets 6,7
Other properties and shares in property companies 871 918
Other tangible assets 3783 4653 2 841 3759
Accrued income and prepayments 8 10501 7622
Deferred tax assets 9 984 1111
732815 633070
LIABILITIES
LIABILITIES
Liabilities to credit institutions 13,14,15
Credit institutions
Other 26518 26 244
Liabilities to the public and public-sector entities 13,14,15
Other liabilities
Other 330495 257 286
Debt securities issued to the public 10,13,14,15
Other 189 331 176 740
Other liabilities 11,14
Other liabilities 7 870 4021
Statutory provisions 142 8013 107 4127
Accrued expenses and deferred income 12 19003 17 669
Deferred tax liabilities 9 9703 8074
EQUITY CAPITAL 16
Co-operative capital 8032 7 867
Other restricted reserves
Reserve fund 46 504 46 504
Fair value reserve 1433 47 937 46 504
Non-restricted reserves
Other reserves 46 400 46 400
Retained surplus 42 158 24 242
Surplus for the financial year 5226 17917
732815 633070
OFF-BALANCE-SHEET COMMITMENTS
Unused spending limits / 28
credit lines granted to customers 2884761 2298109

LUOTTOKUNTA 2007



LUOTTOKUNTA GROUP INCOME STATEMENT 2007

LUOTTOKUNTA GROUP INCOME S

TATEMENT

(EUR 1 000) Note 1Jan. - 31 Dec. 2007 1Jan.- 31 Dec. 2006
Interest income 17 6 880 4955
Interest expenses 17 -9 369 -7 415
Income from equity investments 18 9 903
Commission income 19 139152 124 005
Commission expenses 19 -73 253 -60 989
Net income from available-for-sale financial assets 20 1540 15493
Other operating income 21 4382 628
NET INCOME FROM OPERATIONS 69 342 77 578
Administrative expenses
Staff costs
Wages, salaries and fees -14126 -11 352
Social expenses
Pension costs -2505 -1 866
Other social expenses -1 243 -17 874 -1 181 -14 399
Other administrative expenses -23 488 -21781
Amortisation and impairment on goodwill 23 -1112 -994
Depreciation and impairment on tangible 23 -8 484 -10710
and intangible assets
Other operating expenses 22 -7 865 -7 567
Impairment losses on credits and other receivables 24 -3020 -2998
OPERATING SURPLUS 7 499 19129
Income taxes
Current tax and tax for previous periods -1 021 -608
Change in deferred tax -1252 -2 273 -604 -1213
OPERATING SURPLUS AFTER TAXES 5226 17917
Income and expenses, other operations 0 0
SURPLUS FOR THE FINANCIAL YEAR 5226 17917

LUOTTOKUNTA 2007
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LUOTTOKUNTA GROUP CASH FLOW STATEMENT 2007

LUOTTOKUNTA GROUP CASH FLOW STATEMENT

(EUR 1 000) 2007 2006
Cash flow from operating activities
Operating surplus before taxes 7 499 19129
Depreciation according to plan 9596 11704
Other non-cash income and expenses -3924 -613
Financial income and expenses 940 -13935
Cash flow before change in working capital 14110 16 285
Increase (-) / decrease (+) in current, non-interest-bearing trade and other receivables -85 056 -7 099
Increase (+) / decrease (-) in current, non-interest-bearing trade payables 79126 67 960
Change in working capital -5930 60 862
Cash flow from operating activities before financial items and taxes 8180 77 146
Interest paid and other financial expenses -9566 -7 199
Dividends received from business operations 9 903
Interest received from business operations 6517 5187
Income taxes paid -186 20
Cash flow from operating activities 4954 76 128
Cash flow from investing activities
Purchase of tangible and intangible assets -13 269 -7 094
Proceeds from sale of tangible and intangible assets 18 0
Investment in subsidiaries’ shares -3741 -13602
Other investment 0 -295
Proceeds from other investment 1608 16 697
Cash flow from investing activities -15384 -4 295
Net cash used in financing activities
Proceeds from issuing co-operative capital 165 320
Proceeds from short-term borrowings 2199700 2459537
Repayment of short-term borrowings -2180 352 -2 547 256
Proceeds from long-term borrowings 0 15 000
Repayment of long-term borrowings -7 143 -5000
Dividends paid and other profit distribution 0 0
Net cash used in financing activities 12 369 -77 399
Net increase (+) / decrease (-) in cash and cash equivalents 1939 -5566
Cash and cash equivalents beginning of the period 8718 14 285
Cash and cash equivalents end of the period 10 657 8718

LUOTTOKUNTA 2007



LUOTTOKUNTA BALANCE SHEET 2007

LUOTTOKUNTA BALANCE SHEET

(EUR 1 000) Note 31 Dec. 2007 31 Dec. 2006
ASSETS
Liquid assets 1,15 2488 2428
Claims on credit institutions 1,13,14,15
Repayable on demand 6499 4613
Other 132034 138532 117 243 121 856
Claims on the public and public-sector entities 2,13,14,15
Other 526 034 458 368
Shares and participations 3,15 1990 121
Shares in Group companies 3,15 25770 18734
Intangible assets 5,7 21188 17 081
Tangible assets 6,7
Other properties and shares in property companies 871 918
Other tangible assets 2920 3791 2 841 3759
Accrued income and prepayments 8 9957 7 326
Deferred tax assets 9 984 1111
730735 630785
LIABILITIES
LIABILITIES
Liabilities to credit institutions 13,14,15
Credit institutions
Other 26518 26 244
Liabilities to the public and public-sector entities 13,14,15
Other liabilities
Other 330442 257 300
Debt securities issued to the public 10,13,14,15
Other 189 331 176 740
Other liabilities 11,14
Other liabilities 7 439 3913
Statutory provisions 142 7 581 107 4020
Accrued expenses and deferred income 12 17 646 16 349
Deferred tax liabilities 9 503 0
APPROPRIATIONS
Voluntary provisions 32945 28 965
EQUITY CAPITAL 16
Co-operative capital 8032 7 867
Other restricted reserves
Reserve fund 46 504 46 504
Fair value reserve 1433 47 937 46 504
Non-restricted reserves
Other reserves 46 400 46 400
Retained surplus 20 396 3993
Surplus for the financial year 3003 16 403
730735 630785
OFF-BALANCE-SHEET COMMITMENTS
Unused spending limits / 28
credit lines granted to customers 2274348 1768752

LUOTTOKUNTA 2007
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LUOTTOKUNTA INCOME STATEMENT 2007

LUOTTOKUNTA INCOME STATEMENT

(EUR 1 000) Note 1Jan. - 31 Dec. 2007 1 Jan. - 31 Dec. 2007
Interest income 17 7 807 5448
Interest expenses 17 -9 366 -7 415
Income from equity investments 18
Group companies 1701 1814
Other companies 9 1710 903 2717
Commission income 19 131619 116 869
Commission expenses 19 -74 645 -62 125
Net income from available-for-sale financial assets 20 1531 15493
Other operating income 21 7372 3670
NET INCOME FROM OPERATIONS 66 029 74 656
Administrative expenses
Staff costs
Wages, salaries and fees -14 050 -11 352
Social expenses
Pension costs -2494 -1 866
Other social expenses -1237 -17 782 -1181 -14 399
Other administrative expenses -22 398 -20 268
Depreciation and impairment on tangible 23 -8413 -10729
and intangible assets
Other operating expenses 22 -7 311 -7 137
Impairment losses on credits and other receivables 24 -2628 -2534
OPERATING SURPLUS 7 498 19590
Appropriations -3980 -3490
Income taxes -514 303
OPERATING SURPLUS AFTER TAXES 3003 16 403
Income and expenses, other operations 0 0
SURPLUS FOR THE FINANCIAL YEAR 3003 16 403

LUOTTOKUNTA 2007



LUOTTOKUNTA CASH FLOW STATEMENT 2007

LUOTTOKUNTA CASH FLOW STATEMENT

(EUR 1 000) 2007 2006
Cash flow from operating activities
Operating surplus before taxes 7 497 19 590
Depreciation according to plan 8413 10729
Other non-cash income and expenses -3902 -619
Financial income and expenses -1693 -16 242
Cash flow before change in working capital 10316 13457
Increase (-) / decrease (+) in current, non-interest-bearing trade and other receivables -84 990 -37 091
Increase (+) / decrease (-) in current, non-interest-bearing trade payables 78 645 67 864
Change in working capital -6 344 30773
Cash flow from operating activities before financial items and taxes 3971 44 230
Interest paid and other financial expenses -9 564 -7199
Dividends received from business operations 1712 2717
Interest received and other financial income from business operations 7 466 5424
Income taxes paid 609 476
Cash flow from operating activities 4194 45 649
Cash flow from investing activities
Purchase of tangible and intangible assets -12 295 -7 097
Proceeds from sale of tangible and intangible assets 18 0
Other investment -4070 -15 836
Proceeds from other investment 1599 16 657
Cash flow from investing activities -14748 -6 275
Net cash used in financing activities
Proceeds from issuing co-operative capital 165 320
Proceeds from short-term borrowings 2199700 2459537
Repayment of short-term borrowings -2180 352 -2515 264
Proceeds from long-term borrowings 0 15000
Repayment of long-term borrowings -7 143 -5 000
Dividends paid and other profit distribution 0 0
Net cash used in financing activities 12369 -45 407
Net increase (+) / decrease (-) in cash and cash equivalents 1815 -6 034
Cash and cash equivalents beginning of the period 8202 14 235
Cash and cash equivalents end of the period 10017 8202

LUOTTOKUNTA 2007

41



42

ACCOUNTING PRINCIPLES

Basis of Preparation

The financial statements are prepared in
accordance with the provisions of the Finnish
Accounting Act and the Credit Institutions Act,
the statute on financial statements and the
consolidated financial statements of credit insti-
tutionsissued by the Ministry of Finance, and the
regulations issued by the Financial Supervision
Authority.

Owing to the nature of its operations, Luotto-
kunta does not specifically present net interest
income but states income after other operating
income as net income from operations.

Notes to the Financial Statements are given
in accordance with the Standard on Financial
Statements and Annual Report, issued by the
Financial Supervision Authority, numbered
consecutively. In compliance with the stand-
ard, Luottokunta does not provide information
on Notes to the Financial Statements on which
there is nothing to report.

Consolidated Accounts

The consolidated financial statements include
the financial statements of Luottokunta, the
parent company, and its subsidiaries Eurocard
Oy and Screenway Ltd. Intra-Group sharehold-
ings are eliminated using the acquisition cost
method. Intra-Group transactions, receivables
and liabilities, as well as profit distribution are
eliminated when preparing the consolidated

financial statements.

In August 2007, Luottokunta acquired the pay-
ment terminal service provider Screenway Ltd,
included in group figures as of 1 September
2007. Korttilinkki Oy and Visacard Oy, Luotto-
kunta’s non-active subsidiaries, were dissolved
in 2007. These companies were free from debts
and had not been active in business for several
years.

Non-euro Items

Non-euro items were translated into euros using
the average exchange rate quoted by the Euro-
pean Central Bank on the balance sheet date.
Any exchange rate differences were recognised
through profit or loss.
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Financial Instruments

Under the Financial Supervision Authority’s
Standard on Financial Statements and Annual
Report, financial instruments are classified
according to their purpose of use and meas-
urement.

Financial assets and liabilities

held for trading

Financial assets and liabilities that are expect-
ed to generate short-term income, caused by
changes in interest rates or prices, are classified
as held-for-trading financial assets or liabilities.
Derivative instruments other than those gov-
erned by hedge accounting also belong to this
category.

Financial assets and liabilities held for trading
are recognised at fair value and any fair value
changes are recognised as net income from
securities trading and currency operations
through profit or loss.

Luottokunta’s balance sheet does not contain any
financial assets or liabilities held for trading.

Loans and other receivables

Loans and other receivables are financial assets
with fixed or determinable payments, which are
created by providing money or services to the
debtor. Loans and other receivables are meas-
ured at cost.

Impairment of loans and receivables is recog-
nised by receivable item and group of receiva-
bles. Impairment is recognised as a reduction
in the balance sheet item for loans. Impairment
loss of a receivable item is recognised if there is
objective evidence of the customer’s impaired
solvency. Objective evidence is regarded as
a circumstance in which no transactions are
allocated to the receivable item under collection
for eight months.

Group-specificimpairment is recognised if there
is objective evidence that uncertainty is associ-
ated with the repayment of receivables included
in the group. The amount of recognised group-
specific impairment loss is based on historical
data on the success of collection.

In the context of card fraud, impairment loss is
recognised as soon as the fraud is detected.
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Held-to-maturity investments
Held-to-maturity investments are financial
assets other than derivative instruments with
fixed or determinable cash flows and fixed matu-
rity that an entity has the positive intention and
ability to hold to maturity. These investments are
measured at amortised cost.

Luottokunta’s balance sheet does not contain
any held-to-maturity investments.

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivative financial assets designated as avail-
able for sale or not classified as other financial
assets stated above. Available-for-sale financial
assets include equity securities and holdings in
entities other than subsidiary and associated
companies.

Available-for-sale assets are recognised at cost at
the time of purchase and are primarily measured
at fair value. If available-for-sale assets include
equity instruments which do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured, these must
be measured at cost.

The Series B shares of MasterCard Incorporated,
owned by Luottokunta, designated in available-
for-sale financial assets, are valued at the clos-
ing rate on the balance sheet date of the Series
A share quoted on the New York Exchange. The
resulting fair value change is recognised in the
fair value reserve in the balance sheet.

Cash and cash equivalents

Cash and cash equivalents include money an
entity holds, money deposited with financial
institutions that can be withdrawn without
notice and highly liquid receivables from finan-
cial institutions.

Other financial assets

Other financial assets include subsidiary shares
measured at cost and included in Luottokunta’s
separate balance sheet.

Other financial liabilities

Other liabilities include financial liabilities other
than those held for trading. They are measured
at cost or nominal value, depending on the
liability’s nature. The difference between the



liability’s nominal value and cost is accrued over
the remaining maturity.

Derivative contracts

Derivatives refer to financial or other instru-
ments, whose value changes if the underlying
instrument’s value changes.

The difference in interest received and paid
for interest-rate swaps concluded for hedging
cash flows is recognised as interest expenses.
In the financial statements, transferring inter-
est for these interest-rate swaps is recognised
as accrued income and expenses. Hedging
derivatives are measured at cost, as are hedged
items.

Hedge accounting

Luottokunta uses interest-rate derivatives to
hedge cash flows due to the financial position
of its balance sheet. Since Luottokunta does not
prepare its financial statements in compliance
with IFRS, it applies hedge accounting procedures
in accordance with section 4, subsection 36 of the
Act on Credit Institutions. Accordingly, a derivative
contract defined as a hedging instrument can be
measured at cost if the underlying instrument
hedged is measured at cost.

Offsetting of financial assets and liabilities
Financial assets and liabilities are offset and the
netamount recognised in the balance sheet only
if an entity has a legally enforceable right to set
off the amounts and intends either to settle on
a net basis or to realise the asset and settle the
liability simultaneously.

Intangible Assets

Goodwill

Goodwill is measured as the excess of the cost
of the business combination over the acquirer’s
share of the net fair values of the acquiree’s iden-
tifiable assets, liabilities and contingent liabilities
on the acquisition date. Subsidiaries’goodwill is
presented under intangible assets. Group good-
will arising from the purchase of Eurocard Oy and
Screenway Ltd shares will be amortised over its
useful life of 10 years based on the expected,
long-term return on investment.

In 1973, Eurocard Oy launched its business card
services, which have become the leading busi-
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ness card scheme in Finland. Its business is on
a solid basis and its customers represent an
extensive range of business and public-sector
organisationsin Finland. The number of cards and
card sales under the Business Eurocard scheme
are anticipated to continue growing in the next
few years. The company’s growth expectations
for business and profitability are based on both
the expanding business card market for busi-
ness and corporate-corporate organisations and
investments in electronic services, boosting the
Business Eurocard schemes’ competitiveness,
designed for travel and financial management.

Screenway Ltd is a payment terminal service pro-
vider specialising in software and chip reader
devices related to processing of EMV-compliant
chip cards. It provides payment terminal solu-
tions integrated with cash register systems for
retail trade and software companies. The serv-
ice portfolio also comprises PCl-certified funds
verification and bank connections. The installa-
tion base of Screenway Ltd’s payment terminal
solutions is expected to develop intensively in
the next few years. The growth prospects for the
company’s business and profitability are based
on the growing need for efficient, data-secure
payment solutions.

Other intangible assets

Intangible assets include IT software and other
intangible assets if an entity expects to gain
financial benefits from them in the future.
Intangible assets are stated at cost less planned
amortisation and any impairment losses and
amortised on a straight-line basis over their
expected useful lives as follows:
IT software 3-7yrs
Other intangible assets 3-5yrs
Tangible Assets

Tangible assets are stated at cost less deprecia-
tion and any impairment losses and depreciated
on a straight-line basis over their expected use-
ful lives as follows:

Buildings 34-40yrs
Machinery 3 years
Equipment 5 years
Computer hardware 3-5yrs

Land is not depreciated.
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Statutory Provisions

Statutory provisions include deferred, itemised
expenses and losses for the report or previous
financial year which are likely or certain to be
incurred but whose amounts and dates are not
yet certain.

Appropriations

Voluntary provisions include voluntary appro-
priations recorded, as permitted by tax legis-
lation. Under the Business Income Tax Act, a
creditinstitution may deduct a credit loss provi-
sion recorded for the tax year, accounting for a
maximum of 0.6 per cent of the total amount of
receivables at the end of the tax year. The total
amount of credit loss provisions not released in
the tax year or previous years may account for
a maximum of 5 per cent of the total amount of
receivables at the end of the tax year. Increases
and decreases in voluntary provisions are en-
tered in appropriations in the income statement.
Appropriations presented in the income state-
ment and balance sheet also contain deferred
tax liabilities. The amount of voluntary provi-
sions and their change do not describe the
Group's anticipated risks.

In the consolidated financial statements, volun-
tary provisions are released and recognised un-
der equity capital and deferred tax liabilities.

Income taxes

Income taxes are calculated and recognised us-
ing the tax statement based on taxable income.
Changes in deferred taxes are recorded in the
income statement and recognised as deferred
tax assets and liabilities in the balance sheet.

Off-balance-sheet Commitments
Off-balance-sheet commitments include
unused credit lines granted to customers.
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LUOTTOKUNTA GROUP NOTES TO THE FINANCIAL STATEMENTS

NOTES TO THE BALANCE SHEET
(EUR 1 000)

1. Claims on credit institutions

2007
Total Repayable Other than those
on demand repayable on demand
Central bank 2488 2488
Finnish credit institutions 102772 6 964 95 808
Foreign credit institutions
Total 105 260 6964 98 296
2006
Total Repayable Other than those
on demand repayable on demand
Central bank 2428 2428
Finnish credit institutions 87 206 3874 83332
Foreign credit institutions 1 046 1 046
Total 90 680 4920 85761
2. Claims on the public and public-sector entities
2007 2006
Companies and housing corporations 47 954 45 356
Households 497 722 446 661
Foreign 28 058 11734
Total 573734 503 751
- claims not subject to accrued interest income 3795 3130
Impairment losses on receivables for the period 2007 2006
Impairment losses at year start 419 443
Impairment losses for period by receivable -15 -41
Impairment losses for period by group 56 17
Cancelled impairment losses for period by receivable
Impairment losses at year-end 460 419
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3. Shares and participations

NOTES TO FINANCIAL STATEMENTS 2007

2007 In financial
Balance sheet item Quoted Others Total institutions
Shares and participations
Held-for-trading assets
Available-for-sale assets 1990 1990
Total 0 1990 1990 0
- of which at cost 0 0 0 0
2006 In financial
Balance sheet item Quoted Others Total institutions
Shares and participations
Held-for-trading assets
Available-for-sale assets 121 121
Total 0 121 121 0
- of which at cost 0 121 121 0
4. Derivative contracts
2007
Underlying asset’s
par value Fair value
Remaining maturity
Contracts for hedging purposes Lessthan1yr  1-5yrs  Over5yrs Positive Negative
Interest-rate derivatives
Interest-rate swaps 100 000 1440
2006
Underlying asset’s
par value Fair value
Remaining maturity
Contracts for hedging purposes Lessthan1yr  1-5yrs  Over5yrs Positive Negative
Interest-rate derivatives
Interest-rate swaps 100 000 1998
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5. Intangible assets

2007 2006
IT 20363 16 076
Goodwill 14 431 8945
Other intangible assets 899 1005
Total 35693 26 026
6. Tangible assets
2007 2006
Real property
In own use
Land 203 203
Buildings 668 715
Total real property 871 918
7. Changes in tangible and intangible assets in 2007
2007
Intangible assets Tangible assets ' Tangible
Other properties and Other tangible
shares in property assets assets
) total
companies
Purchase price 1 Jan 41187 2 051 14757 16 808
Increases 17 267 2940 2940
Decreases -75 -41 -41
Transfers between items
Purchase price 31 Dec. 58 379 2051 17 656 19707
Depreciation/amortisation and impairment 1 Jan. -15161 -1132 -11916 -13 048
Depreciation on decreases and transfers 31 34 34
Depreciation/amortisation for the period -7 556 -48 -1992 -2 040
Impairment
Accumulated depreciation/amortisation 31 Dec. -22 687 -1180 -13873 -15053
Revaluations
Book value 31 Dec. 35693 871 3783 4653
Book value 1 Jan. 26 026 918 2 841 3759
2006
Intangible assets Tangible assets
Other properties and Other tangible Tangible
shares in property assets assets
companies total
Purchase price 1 Jan. 30995 2051 14147 16 197
Increases 16 305 610 610
Decreases -6 113
Transfers between items
Purchase price 31 Dec. 41187 2051 14757 16 808
Depreciation/amortisation and impairment 1 Jan. -11 639 -1 085 -0 864 -10949
Depreciation on decreases and transfers 3392
Depreciation/amortisation for the period -6 915 -48 -2052 -2100
Impairment
Accumulated depreciation/amortisation 31 Dec. -15161 -1132 -11916 -13 048
Revaluations
Book value 31 Dec. 26 026 918 2841 3759
Book value 1 Jan. 19 345 966 4282 5249
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8. Accrued income and prepayments

2007 2006
Interest receivables and advance interest paid 960 596
Other accrued income and advances paid 9541 7025
Total 10501 7 622
9. Deferred tax assets and liabilities
2007 2006
Tax assets on timing differences
Based on confirmed losses for taxation 72 243
Other, due to timing differences 913 868
Total deferred tax assets 984 1111
Tax liabilities on timing differences
Due to fair value reserve 503
Based on appropriations 9200 8074
Total deferred tax liabilities 9703 8074
10. Debt securities issued to the public
2007 2006
Certificates of deposits and commercial papers 189 331 176 740
Total 189 331 176 740
11. Other liabilities
2007 2006

Other liabilities
Other liabilities 7 870 4021

Statutory provisions

Pension provisions 142 107
Total other liabilities 8013 4127
Pension proviii(:)(:: Other stat.ujcory
provisions Total
Book value 1 Jan. 107 107
Increase for the period 36 36
Amount used during period
Amount cancelled during period
Book value 31 Dec. 142 0 142
2006
Pension provisions Othelrosr:)zi;citsjitsrr])s/ Total
Book value 1 Jan. 70 70
Increase for the period 36 36
Amount used during period
Amount cancelled during period
Book value 31 Dec. 107 0 107
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12. Accrued expenses and deferred income

2007 2006
Interest payable and advances received 329 346
Other accrued expenses and advances received 18 674 17 323
Total 19 003 17 669
13. Maturities for credit institutions’ financial assets and liabilities
2007
Under 3 mths 3-12 mths 1-5yrs 5-10yrs Over 10 years
Claims on credit institutions 102772
Claims on the public and public-sector entities 573734
Total 676 506 0 0 0 0
Liabilities to credit institutions 10 804 5000 8571 2143
Liabilities to the public and public-sector entities 330495
Debt securities issued to the public 189 331
Total 530630 5000 8571 2143 0
2006
Under 3 mths 3-12 mths 1-5yrs 5-10yrs Over 10 years
Claims on credit institutions 88 252
Claims on the public and public-sector entities 503 751
Total 592 003 0 0 0 0
Liabilities to credit institutions 3387 5000 13571 4286
Liabilities to the public and public-sector entities 257 286
Debt securities issued to the public 176 740
Total 437 413 5000 13571 4286 0
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14. Item specification by domestic currency and foreign currency

2007
Domestic currency Foreign currency Total
Claims on credit institutions 102772 102772
Claims on the public and public-sector entities 573734 573734
Other assets 56310 56 310
Total 732815 0 732815
Liabilities to credit institutions 26518 26518
Liabilities to the public and public-sector entities 330495 330495
Debt securities issued to the public 189 331 189 331
Other liabilities 27016 27016
Total 573360 1] 573360
2006
Domestic currency Foreign currency Total
Claims on credit institutions 88 252 88 252
Claims on the public and public-sector entities 503 751 503 751
Other assets 41067 41067
Total 633070 0 633070
Liabilities to credit institutions 26 244 26 244
Liabilities to the public and public-sector entities 257 286 257 286
Debt securities issued to the public 176 740 176 740
Other liabilities 21796 21796
Total 482 066 0 482 066
15. Fair values and book values of financial assets and liabilities
2007

Financial assets Book value Fair value

Cash 2488 2488

Claims on credit institutions 102772 102772

Claims on the public and public sector entities 573734 573734

Shares and participations 1990 1990
Financial liabilities

Liabilities to credit institutions 26518 26518

Liabilities to the public and public-sector entities 330495 330495

Debt securities issued to the public 189 331 189 331

2006

Financial assets Book value Fair value

Cash 2428 2428

Claims on credit institutions 88 252 88 252

Claims on the public and public-sector entities 503 751 503 751

Shares and participations 121 121
Financial liabilities

Liabilities to credit institutions 26 244 26 244

Liabilities to the public and public-sector entities 257 286 257 286

Debt securities issued to the public 176 740 176 740
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16. Equity capital

2007 At period- Increases Decreases At period-
Book value start during period during period end
Restricted equity
Co-operative capital 7 867 175 -10 8032
Reserve fund 46 504 46 504
Fair value reserve 0 1433 1433
Non-restricted equity
Contingency reserve 46 400 46 400"
Retained surplus 42158 42 158?
Surplus for the period 5226 5225
Total equity capital 142929 6833 -10 149 752

! Since 1998, the Co-operative has contributed to the contingency fund, which the Executive Board may use for the Co-operative’s
benefit, as proposed by the Board of Directors.
2 Retained surplus includes EUR 21 390 thousand in items related to depreciation differences and voluntary provisions.

2006 At period- Increases Decreases At period-
Book value start during period during period end
Restricted equity
Co-operative capital 7 547 544 -224 7 867
Reserve fund 46 504 46 504
Fair value reserve 0
Non-restricted equity
Contingency reserve 46 400 46 400"
Retained surplus 23722 520? 24 242°
Surplus for the period 17917 17917
Total equity capital 124173 18 980 -224 142929

! Since 1998, the Co-operative has contributed to the contingency fund, which the Executive Board may use for the Co-operative’s

benefit, as proposed by the Board of Directors.
2 An adjustment for retained surplus was made in the context of Eurocard Oy’s consolidation.

3 Retained surplus includes EUR 20 399 thousand in items related to depreciation differences and voluntary provisions.
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NOTES TO THE INCOME STATEMENT

(EUR 1 000)

17. Interest income and expenses by balance-sheet item

2007 2006
Interest income
Claims on credit institutions 262 238
Claims on the public and public-sector entities 6618 4717
Total 6 880 4955
Interest expenses
Liabilities to credit institutions 1156 1002
Liabilities to the public and public-sector entities 3 1
Debt securities issued to the public 9291 6317
Derivative contracts -1082 95
Other interest expenses 1 0
Total 9369 7 415
18. Income from equity investment

2007 2006
Dividend income from available-for-sale
financial assets 9 903
Total 903
19. Commission income and expenses

2007 2006
Payment transactions 113173 95 845
Other operations 25979 28 161
Total commission income 139 152 124 005
Other 73253 60 989
Total commission expenses 73 253 60 989
20. Net income from available-for-sale financial assets

2007 2006
Disposal of financial assets 1540 15493
21. Other operating income

2007 2006
Other income 4382 628
Total 4382 628
22, Other operating expenses

2007 2006
Rental expenses 2628 2488
Expenses due to property in own use 519 525
Other expenses 4717 4554
Total 7 865 7 567

LUOTTOKUNTA 2007

51



52

NOTES TO FINANCIAL STATEMENTS 2007

23. Depreciation/amortisation and impairment on tangible and intangible assets

2007 2006
Intangible Tangible Intangible Tangible
assets assets assets assets
Depreciation/amortisation according to plan 7 556 2040 5909 2100
Impairment 2720
Total 7 556 2040 8630 2100
24, Impairment losses on credits and other commitments, and other financial assets
2007
Impairment losses Impairment Decreases Recognised in
by contract losses by group the income
Gross Gross statement
Claims on credit institutions
Claims on the public and public-sector entities 4607 110 -1 697 3020
Guarantees and other off-balance-sheet items
Other
Total impairment losses on credits
and other commitments 4607 10 1697 3020
Held-to-maturity debt securities
Group shares and participations
Associates’ shares and participations
Total impairment losses on other
financial assets 0 0 0 0
Total impairment losses 4607 110 -1697 3020
2006
Impairment losses Impairment Decreases Recognised in
by contract losses by group the income
Gross Gross statement
Claims on credit institutions
Claims on the public and public-sector entities 4566 17 -1584 2998
Guarantees and other off-balance-sheet items
Other
Total impairment losses on
credits and other commitments 4566 17 -1584 2998
Held-to-maturity debt securities
Group shares and participations
Associates’ shares and participations
Total impairment losses
on other financial assets 0 0 0 0
Total impairment losses 4566 17 -1584 2998
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25. Information on business and market areas

2007 Luncheon voucher
Credit card operations operations Total
Total income 134 062 8532 142 594
Operating surplus 1130 6 369 7 499
Assets 732085 731 732815
Liabilities 679 353 53463 732815
Personnel 318 14 332
2006 Luncheon voucher
Credit card operations operations Total
Total income 134520 4048 138 568
Operating surplus 16 754 2376 19129
Assets 632 458 612 633070
Liabilities 581 841 51229 633070
Personnel 260 13 273

COLLATERAL AND OTHER CONTINGENT LIABILITIES

(EUR 1 000)

26. Pension liabilities

The personnel’s statutory pension cover is managed by limarinen Mutual Pension Insurance Company. Direct pension liability of

EUR 142 000 is included in statutory provisions.

27.Lease and other rental liabilities

Lease and other rental agreements

2007 2006
Contractual rental payments:
Not later than one year 1052 1579
Later than one year and not later than five years 70 253
Later than five years 0 0
The term of the contracts varies between 6 and 12 months.
28. Off-balance-sheet commitments

2007 2006
Unused spending limits granted to customers 2678125 2212620
Unused credit lines granted to customers 206 636 85489
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AUDITOR’S FEES
(EUR 1 000)

29. Auditor’s fees

2007 2006

Audit 69 86
Tax advisory services 19 15
Other services 9 80
Total 96 181
STAFF AND MANAGEMENT
(EUR 1 000)
30. Staff and members of governing and supervisory bodies
Personnel 2007 2006

Average Change in no. Average Change in no.

number during financial year number during financial year
Group
Permanent full-time staff 270 59 211 39
Permanent part-time staff 22 2 20 3
Fixed-term staff 40 -2 42
Total 332 59 273 44
Wages and salaries (EUR 1 000) 2007 2006
Managing Director, Deputy Managing Director 364 320
Board members 69 59
Executive Board members 52 43

Cash loans, guarantees and off-balance-sheet commitments
No cash loans have been granted to the above-mentioned bodies or auditors, nor have any guarantees or other off-balance-sheet

commitments been made for their benefit.

Pension commitments
The Managing Director’s retirement age is 60 years. His pension is covered by pension insurance and the resulting pension liability of

EUR 142 000 is included in statutory provisions. Board and Executive Board members are not covered by pension commitments.
Holdings

Board and Executive Board members and the Managing Director and the Deputy Managing Director hold neither shares in the credit
institution, nor stock options or convertible bonds issued by the credit institution.
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SHAREHOLDINGS

31. Subsidiaries

Eurocard Oy, Helsinki

Holding: 100% of shares

Equity capital on 31 Dec. 2007: EUR 8 710 000.00
Profit for the period: EUR 1 890 000.00

Screenway Ltd, Helsinki

Holding: 100% of shares

Equity capital on 31 Dec. 2007: EUR 429 000.00
Profit for the period: EUR O

OTHER NOTES TO THE ACCOUNTS
(EUR 1000)

32. Outstanding co-operative fees and number of members

2007 2006
Number of co-operative members 30625 31797
Total outstanding co-operative fees 1 8
Total sum of recalled co-operative fees 282
- of which to be refunded in 2009 282
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PARENT COMPANY LUOTTOKUNTA, NOTES TO FINANCIAL STATEMENTS

NOTES TO THE BALANCE SHEET
(EUR 1 000)

1. Claims on credit institutions

2007
Total Repayable Other than those
ondemand repayable on demand
Central bank 2488 2488
Finnish credit institutions 138 532 6 499 132034
Foreign credit institutions
Total 141 021 6 499 134522
2006
Total Repayable Other than those
ondemand trepayable on demand
Central bank 2428 2428
Finnish credit institutions 120810 3568 117 243
Foreign credit institutions 1045 1045
Total 124 284 4613 119671
2. Claims on the public and public sector entities
2007 2006
Companies and housing corporations 297
Households 497 722 446 661
Foreign 28016 11707
Total 526 034 458 368
- claims not subject to accrued interest income 3696 2983
Impairment losses on receivables for the period 2007 2006
Impairment losses at year start 331 363
Impairment losses for period by receivable -31
Impairment losses for period by group 79 -1
Cancelled impairment losses for period by receivable
Impairment losses at year-end 411 331
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3. Shares and participations

NOTES TO

FINANCIAL STATEMENTS 2007

2007 In financial
Balance sheet item Quoted Others Total institutions
Shares and participations
Held-for-trading assets
Available-for-sale assets 1990 1990
Shares and participations in Group
companies 25770 25770 18 700
Shares and participations in associated companies
Total 0 27 760 27 760 18700
- of which at cost 0 25770 25770 18 700
2006 In financial
Balance sheet item Quoted Others Total institutions
Shares and participations
Held-for-trading assets
Available-for-sale assets 121 121
Shares and participations in Group
companies 18734 18734 18 700
Shares and participations in associated companies
Total 0 18 855 18 855 18700
- of which at cost 0 18 855 18 855 18700
4 . Derivative contracts
2007
Underlying asset’s
par value Fair value
Contracts for Remaining maturity
hedging purposes Less than 1 yr 1-5yrs Over 5 yrs Positive Negative
Interest-rate derivatives
Interest-rate swaps 100 000 1440
2006
Underlying asset’s
par value Fair value
Contracts for Remaining maturity
hedging purposes Less than 1 yr 1-5yrs Over 5 yrs Positive Negative
Interest-rate derivatives
Interest-rate swaps 100 000 1998
5. Intangible assets
2007 2006
IT 20288 16 076
Other intangible assets 899 1005
Total 21188 17 081
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6. Tangible assets

2007 2006
Real property
In own use
Land 203 203
Buildings 668 715
Total real property 871 918
7.Changes in tangible and intangible assets in 2007
2007 Tangible assets
Intangible Other properties and Other Tangible
assets  shares in property tangible assets
companies assets Total
Purchase price 1 Jan. 31248 2051 14757 16 808
Increases 10576 2018 2018
Decreases -75 -41 -41
Transfers between items
Purchase price 31 Dec. 41749 2051 16 734 18 785
Depreciation/amortisation and impairment 1 Jan. -14167 -1132 -11916 -13048
Depreciation on decreases and transfers 38 34 34
Depreciation/amortisation for the period -6 433 -48 -1933 -1980
Impairment
Accumulated depreciation/amortisation 31 Dec. -20 562 -1180 -13814 -14994
Revaluations
Book value 31 Dec. 21188 871 2920 3791
Book value 1 Jan. 17 081 918 2 841 3759
2006 Tangible assets
Intangible Other properties and Other Tangible
assets  shares in property tangible assets
companies assets Total
Purchase price 1 Jan. 30984 2051 14147 16 197
Increases 6 366 610 610
Decreases -6 101
Transfers between items
Purchase price 31 Dec. 31248 2051 14757 16 808
Depreciation/amortisation and impairment 1 Jan. -11 639 -1 085 -0 864 -10 949
Depreciation on decreases and transfers 3381
Depreciation/amortisation for the period -5909 -48 -2052 -2100
Impairment
Accumulated depreciation/amortisation 31 Dec. -14 167 -1132 -11916 -13 048
Revaluations
Book value 31 Dec. 17 081 9218 2 841 3759
Book value 1 Jan. 19 345 966 4282 5249
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8. Accrued income and prepayments

2007 2006
Interest receivables and advance interest paid 915 565
Other accrued income and advances paid 9042 6761
Total 9957 7 326
9. Deferred tax assets and liabilities
2007 2006
Tax assets on timing differences
Based on confirmed losses for taxation 72 243
Other, due to timing differences 913 868
Total deferred tax assets 984 1111
Tax liabilities on other temporary differences
Due to fair value reserve 503
Total deferred tax liabilities 503 0
10. Debt securities issued to the public
2007 2006
Certificates of deposits and commercial papers 189 331 176 740
Total 189 331 176 740
11. Other liabilities
2007 2006
Other liabilities
Others 7 439 3913
Statutory provisions
Pension provisions 142 107
Total other liabilities 7 581 4020
2007
Pension provisions Other statutory Total
provisions
Book value 1 Jan. 107 107
Increase for the period 36 36
Amount used during period
Amount cancelled during period
Book value 31 Dec. 142 0 142
2006
Pension provisions Other statutory Total
provisions
Book value 1 Jan. 70 70
Increase for the period 36 36
Amount used during period
Amount cancelled during period
Book value 31 Dec. 107 0 107
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12. Accrued expenses and deferred income

2007 2006
Interest payable and advances received 329 346
Other accrued expenses and advances received 17 317 16 004
Total 17 646 16 349
13. Maturities for credit institutions’ financial assets and liabilities
2007
Under 3 mths 3-12 mths 1-5yrs 5-10 yrs Over 10 years
Claims on credit institutions 138 532
Claims on the public and public-sector entities 526 034
Total 664 567 0 0 0 0
Liabilities to credit institutions 10 804 5000 8571 2143
Liabilities to the public and public-sector entities 330442
Debt securities issued to the public 189 331
Total 530577 5000 8571 2143 0
2006
Under 3 mths 3-12 mths 1-5yrs 5-10yrs Over 10 years
Claims on credit institutions 121 856
Claims on the public and public-sector entities 458 368
Total 580 224 0 0 0 0
Liabilities to credit institutions 3387 5000 13571 4286
Liabilities to the public and public-sector entities 257 300
Debt securities issued to the public 176 740
Total 437 427 5000 13571 4286 0
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14. Item specification by domestic currency and foreign currency and Group company

2007 Group

Domestic currency  Foreign currency Total company

Claims on credit institutions 138532 138532 36122

Claims on the public and public-sector entities 526 034 526 034 279
Other assets 66 168 66 168

Total 730735 0 730735 36 401
Liabilities to credit institutions 26518 26518
Liabilities to the public and public-sector entities 330442 330442
Debt securities issued to the public 189 331 189 331
Other liabilities 25731 25731

Total 572022 0 572022 0

2006 Group

Domestic currency  Foreign currency Total company

Claims on credit institutions 121 856 121 856 34120

Claims on the public and public-sector entities 458 368 458 368 0
Other assets 50561 50561

Total 630785 0 630785 34120
Liabilities to credit institutions 26 244 26 244

Liabilities to the public and public-sector entities 257 300 257 300 48
Debt securities issued to the public 176 740 176 740
Other liabilities 20369 20369

Total 480 653 0 480 653 48
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15. Fair values and book values of financial assets and liabilities

2007
Book value Fair value
Financial assets
Cash 2488 2488
Claims on credit institutions 138532 138532
Claims on the public and public-sector entities 526 034 526 034
Shares and participations 1990 1990
Shares and participations in Group companies 25770 25770
Financial liabilities
Liabilities to credit institutions 26518 26518
Liabilities to the public and public-sector entities 330442 330442
Debt securities issued to the public 189 331 189 331
2006
Book value Fair value
Financial assets
Cash 2428 2428
Claims on credit institutions 121 856 121 856
Claims on the public and public-sector entities 458 368 458 368
Shares and participations 121 121
Shares and participations in Group companies 18734 18734
Financial liabilities
Liabilities to credit institutions 26 244 26 244
Liabilities to the public and public-sector entities 257 300 257 300
Debt securities issued to the public 176 740 176 740

LUOTTOKUNTA 2007



16. Equity capital

NOTES TO FINANCIAL STATEMENTS 2007

2007
Book value At period- Increases Decreases At period-
start during period during period end
Restricted equity
Co-operative capital 7 867 175 -10 8032
Reserve fund 46 504 46 504
Fair value reserve 1433 1433
Non-restricted equity
Contingency reserve 46 400 46 400"
Retained surplus 20396 20 396
Surplus for the period 3003 3003
Total equity capital 121167 4611 -10 125767
2006
Book value At period- Increases Decreases At period-
start during period during period end
Restricted equity
Co-operative capital 7 547 544 -224 7 867
Reserve fund 46 504 46 504
Fair value reserve 0
Non-restricted equity
Contingency reserve 46 400 46 400"
Retained surplus 3993 3993
Surplus for the period 16 403 16 403
Total equity capital 104 444 16 946 -224 121167

*) Since 1998, the Co-operative has contributed to the contingency fund, which the Executive Board may use for the Co-operative’s

benefit, as proposed by the Board of Directors.
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NOTES TO THE INCOME STATEMENT

(EUR 1 000)

17. Interest income and expenses by balance-sheet item

2007 2006
Interest income
Claims on credit institutions 1546 1052
Claims on the public and public-sector entities 6262 4396
Total 7 807 5448
- from Group companies 1304 833
Interest expenses
Liabilities to credit institutions 1156 1002
Liabilities to the public and public-sector entities 0 1
Debt securities issued to the public 9291 6317
Derivative contracts -1 082 95
Other interest expenses 1 0
Total 9366 7 415
- to Group companies 0 1
18. Income from equity investment

2007 2006
Dividend income from available-for-sale
financial assets 9 903
Dividend income from Group companies 1701 1814
Total 1710 2717
19. Commission income and expenses

2007 2006
Payment transactions 110 253 93402
Other operations 21 366 23 467
Total commission income 131619 116 869
Other 74 645 62125
Total commission expenses 74 645 62 125
20. Net income from available-for-sale financial assets

2007 2006
Disposal of financial assets 1531 15493
21. Other operating income

2007 2006
Other income 7372 3670
Total 7 372 3670
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22, Other operating expenses

2007 2006
Rental expenses 2622 2488
Expenses due to property in own use 519 525
Other expenses 4169 4123
Total 7 311 7137
23. Depreciation/amortisation and impairment on tangible and intangible assets
2007 2006
Intangible Tangible Intangible Tangible
assets assets assets assets
Depreciation/amortisation according to plan 6433 1980 5909 2100
Impairment 2720
Total 6433 1980 8630 2100
24, Impairment losses on credits and other commitments, and other financial assets
2007
Impairment Impairment Decreases Recognised in the
losses by contract losses by group income statement
Gross Gross
Claims on credit institutions
Claims on the public and public-sector entities 4199 79 -1 651 2628
Guarantees and other off-balance-sheet items
Other
Total impairment losses on
credits and other commitments 4199 79 -1651 2628
Held-to-maturity debt securities
Group shares and participations
Associates’ shares and participations
Total impairment losses on
other financial assets 0 0 0 0
Total impairment losses 4199 79 -1651 2628
2006
Impairment Impairment Decreases Recognised in the
losses by contract  losses by group income statement
Gross Gross
Claims on credit institutions
Claims on the public and public-sector entities 4083 -1 -1548 2534
Guarantees and other off-balance-sheet items
Other
Total impairment losses on
credits and other commitments 4083 -1 -1548 2534
Held-to-maturity debt securities
Group shares and participations
Associates’ shares and participations
Total impairment losses on
other financial assets 0 0 0 0
Total impairment losses 4083 -1 -1548 2534
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NOTES TO FINANCIAL STATEMENTS 2007

25. Information on business and market areas

2007 Luncheon voucher

Credit card operations operations Total
Total income 132141 8532 140673
Operating surplus 1129 6 369 7 497
Assets 730 004 731 730735
Liabilities 677 272 53463 730735
Human Resources 318 14 332

2006 Luncheon voucher

Credit card operations operations Total
Total income 132734 4048 136 781
Operating surplus 17 214 2376 19590
Assets 630173 612 630785
Liabilities 579 556 51229 630785
Personnel 260 13 273
COLLATERAL AND OTHER CONTINGENT LIABILITIES
(EUR 1 000)
26. Pension liabilities
The personnel’s statutory pension cover is managed by lImarinen Mutual Pension Insurance Company. Direct pension
liability of EUR 142 000 is included in statutory provisions.
27.Lease and other rental liabilities
Lease and other rental agreements 2007 2006
Contractual rental payments:
Not later than one year 1052 1579
Later than one year and not later than five years 70 253
Later than five years 0 0
The term of the contracts varies between 6 and 12 months.
28. Off-balance-sheet commitments

2007 2006
Unused spending limits granted to customers 2067 711 1683 263
Unused credit lines granted to customers 206 636 85 489
AUDITOR'S FEES
(EUR 1 000)
29, Auditor’s fees
2007 2006

Audit 58 76
Tax advisory services 19 15
Other services 9 80
Total 85 171
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NOTES TO FINANCIAL STATEMENTS 2007

STAFF AND MANAGEMENT

30. Staff and members of governing and supervisory bodies

Personnel 2007 2006
Average Change in no. Average Change in no.
number during financial year number during financial year
Group
Permanent full-time staff 270 59 211 39
Permanent part-time staff 22 2 20 3
Fixed-term staff 40 -2 42 2
Total 332 59 273 44
Wages and salaries (EUR 1 000) 2007 2006
Managing Director, Deputy Managing Director 364 320
Board members 69 59
Executive Board members 52 43

Cash loans, guarantees and off-balance-sheet commitments

No cash loans have been granted to the above-mentioned bodies or auditors, nor have any guarantees or other off-balance-sheet

commitments been made for their benefit.

Pension commitments

The Managing Director’s retirement age is 60 years. His pension is covered by pension insurance and the resulting pension liability of

EUR 142 000 is included in statutory provisions. Board and Executive Board members are not covered by pension commitments.

Holdings

Board and Executive Board members and the Managing Director and the Deputy Managing Director hold neither shares in the credit

institution, nor stock options or convertible bonds issued by the credit institution.

SHAREHOLDINGS

31. Subsidiaries

Eurocard Oy, Helsinki

Holding: 100% of shares

Equity capital on 31 Dec. 2007: EUR 8 710 000.00
Profit for the period: EUR 1 890 000.00

Screenway Ltd, Helsinki

Holding: 100% of shares

Equity capital on 31 Dec. 2007: EUR 429 000.00
Profit for the period: EUR 0

OTHER NOTES TO THE ACCOUNTS
(EUR 1 000)

32. Outstanding co-operative fees and number of members

2007 2006
Number of co-operative members 30625 31797
Total outstanding co-operative fees 1 8
Total sum of recalled co-operative fees 282
- of which to be refunded in 2009 282
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NOTES TO FINANCIAL STATEMENTS 2007

AUDITORS’ REPORT AND STATEMENT OF THE EXECUTIVE BOARD

AUDITORS' REPORT

To the Members of Luottokunta

We have audited Luottokunta’s accounts,
financial statements, the Board of Directors’
report and administration for the financial
year 1.1.-31.12.2007.The Board of Directors’
report and financial statements, prepared
by the Board of Directors and the Managing
Director, include the balance sheet, income
statement, cash flow statement and notes
to the accounts for both the Group and the
parent company. Based on our audit, we have
issued a statement (below) on the financial
statements, Board of Directors’ report and
administration of the co-operative.

The audit was performed in compliance with
good audit standards. The bookkeeping

and the principles, content and method of
presentation used in preparing the Board of
Directors’ report and financial statements
were examined sufficiently to verify that they
were free of any material misstatements. In
auditing the administration, we ascertained
the legitimacy, with regard to the provisions
of the Finnish Co-operatives Act, of the
actions of the Board members and the
Managing Director.

We confirm that the financial statements
and the Board of Directors’report have been
prepared in compliance with the Accounting
Act and other rules and regulations govern-
ing the preparation of financial statements
and Board of Directors’ reports. The financial
statements and the Board of Directors'report
give a true and fair view, in compliance with

STATEMENT OF THE EXECUTIVE BOARD

the Accounting Act, of the performance and
financial standing of both the Group and
the parent company. The Board of Directors’
report is consistent with the financial state-
ments. Hence, we approve the financial state-
ments for the co-operative and the Group
and discharge the members of the Executive
Board and Board of Directors, as well as the
Managing Director of the co-operative, of
their liability for the period audited by us.
The Board of Directors’ proposal for profit
distribution complies with the Co-operatives
Act and the rules of the co-operative.

Helsinki, 22 February 2008
KPMG Oy Ab

Raija-Leena Hankonen,
Authorised Public Accountant

The Executive Board has examined the annual report and financial statement for 2007 drafted by the Board of Directors, as well as the Auditor’s

Report, and approves of the Board of Directors’ proposal for the distribution of profits.

Helsinki, 11 March 2008

Executive Board
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ADMINISTRATIVE BODIES

BOARD OF DIRECTORS

President

Tony Vepsildinen
Chairman since 21 May, 2007
OP Bank Group Central
Cooperative

b. 1959, Master of Laws,
eMBA, board member since
1 January, 2007

Positions of trust:

OP Bank Group Central
Cooperative: Vice Chairman
of the Board, Pohjola Bank
Plc: Vice Chairman of the
Board of Directors, Pohjola
Insurance Ltd: Vice Chairman
of the Board, OP Life
Assurance Company Ltd:
Chairman of the Board,
OP-Homebank Ltd: Chair-
man of the Board, Helsinki
OP Bank Plc: Vice Chairman
of the Board

Deputy CEO

Maarit Nakyva

Sampo Bank Plc

b. 1953, M.Sc. (Econ), board
member since 23 April, 2007

Positions of trust:

Sampo Bank Plc: Board
member, Kesko Corporation:
Board member, Realty World
Ltd: Chairman of the Board,
Sampo Fund Management
Ltd: Board member

Executive Vice President
Ari Kaperi

Vice Chairman since 21 May,
2007

Nordea Bank Finland Plc

b. 1960, M.Sc. (Econ), board
member since 22 November,
2006

Positions of trust:

Automatia Pankkiautomaatit
Oy: Chairman, Delegation

of the University of Turku
Foundation: Member,
Delegation of the Commer-
cial bank’s and Postipankki
Ltd’s security fund: Member

President

Matti Peitso

Neste Marketing Ltd

b. 1952, M.Sc. (Econ. & Bus.
Adm.), board member since
2000

Positions of trust:

Member of several Neste Oil
companies’ Board of
Directors, Finnish Oil and Gas
Federation: Board member

Senior Vice President, CFO
Jari Annala

SOK Corporation

b. 1964, M.Sc. (Econ.), board

member since 1 August, 2007

Positions of trust:

Board member of several SOK

Corporation Companies

Realinvest Oy: Member of the

board

President

Ralf Sandstrom

Restel Ltd

b. 1945, M.Sc. (Econ. & Bus.
Adm.), board member
since 1996

Positions of trust:

Restel Ltd: Board member,
Finland Convention
Bureau: Board member,
Finnish Hospitality
Association: Board
member, Haaga Institute
Foundation: Board
member
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Director, M &A,
international projects
Juhani Jarvi

Kesko Corporation

b. 1952, M.Sc. (Econ.), board
member since 2005

Managing Director
Mikael Ingberg

Aktia Savings Bank Plc

b. 1951, Ph.D. (Econ.), board
member since 2004

Positions of trust:

Aktia Kort & Finans Ab: Chair-
man, Veritas Mutual Non-Life
Insurance Company: Super-
visory Board member,
Veritas Life Insurance
Company Ltd: Chairman,
Samlink Ltd: Board member,
Veritas Pension Insurance
Company Ltd: Board
member, Oy Mercator Ab:
Board member

Managing Director
Heikki Kapanen
Luottokunta

b. 1958, LL.M

Positions of trust:
Eurocard Oy: Chairman of
the Board, Screenway Oy:
Chairman of the Board



EXECUTIVE BOARD

President and CEO
Matti Halmesmaki
Chairman

Kesko Corporation

Managing Director
Hannu Penttila
Vice Chairman
Stockmann Oyj Abp

President and CEO
Jukka Alho
Itella Corporation

Managing Director
Kirsi Aaltio
Sodexho Ltd

Chief Operating Officer
Henrik Arle
Finnair Plc

Senior Executive Vice
President

Erkki Boos

OP Bank Group Central
Cooperative

Managing Director
Catarina Fagerholm
Instru Optiikka Ltd

Senior Vice President
Wilhelm von Frenckell
Svenska Handelsbanken AB
(publ) Branch Operation in
Finland

Chief Executive Officer
Peter Gronlund
Bank of Aland Plc

Executive Vice President
llkka Hallavo
Sampo Bank Plc

MANAGEMENT TEAM
| =

Heikki Kapanen
Managing Director

b. 1958, LL.B.

Employed by Luottokunta
since 1998

£
|5
.I.

Petri Carpén

Deputy Managing Director
Card Services

b. 1958, LL.B.

Employed by Luottokunta
since 1989

Managing Director
Seppo Halme
Muotitalo Jokinen Oy

Chairman and CEO
Arto Hiltunen
SOK Corporation

President and CEO
Erkki Jarvinen
Rautakirja Oy

Executive Chairman
Reijo Karhinen
OP-Pohjola Group

Executive Vice President
Pekka Nuuttila
Nordea Bank Finland Plc

Managing Director
Jukka Narakka
Finnish Travel Bureau Ltd

Maisa Hyrkkanen

Chief Financial Officer
Financial Administration
b. 1964, M.Sc. (Econ.)
Employed by Luottokunta
since 2003
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President

Markku Ruutu
Finnish Savings Banks
Association

Executive Vice President
Jukka M. S. Salonen
Nordea Bank Finland Plc

Vice President
Sakari Toivola
Neste Oil Corporation

President, CEO
Jaakko Uotila
Alko Inc.

Senior Vice President
and CFO

Veikko Vaikkinen
VR-Group Ltd

Marko Hykkonen

Chief Information Officer
IT Services

b. 1963, Lic.Sc. (Tech.)
Employed by Luottokunta
since 2006

Managing Director
Riitta Vermas
Finnmatkat Oy

AUDITOR
Raija-Leena Hankonen

Authorised Public
Accountant

KPMG Oy Ab
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CORPORATE GOVERNANCE

Mission and Members

Luottokunta is a card service company, jointly
owned by commercial enterprises and banks,
which offers services related to payment and
credit card systems on the open market, as
well as manages and develops the nation-
wide Luncheon Voucher system. In addi-
tion to the Cooperatives Act, Luottokunta’s
bylaws and the general guidelines govern-
ing the Managing Director and employees,
approved by the Board of Directors, set forth
the responsibilities and duties of Luotto-
kunta’s administrative bodies.

Entrepreneurs and corporations which use
payment and credit card system services are
entitled to join the co-operative. All mem-
bers are obliged to pay a co-operative fee
of EUR 100.

The Executive Board may suspend a member
on the grounds specified in the co-operative’s
rules.

General Meetings of the Co-operative
General Meetings of the co-operative
constitute Luottokunta’s highest decision-
making body, while its Annual General Meet-
ings decide upon issues in accordance with
the co-operative’s rules and regulations,
including the adoption of the financial state-
ments and the distribution of any surplus.
General Meetings of the co-operative are
called by the Executive Board and have the
authority to amend the co-operative’s rules
and regulations and elect Executive Board
members and the auditor.

Executive Board

Luottokunta’s Executive Board consists of a
minimum of 16 and a maximum of 23 mem-
bers, elected by the Annual General Meeting
of the co-operative for a three-year term of
office. If possible, 4-8 of the members of the
Executive Board should represent banks, and
12-15 should represent other members of
the co-operative. The Executive Board elects
a Chairman and Vice Chairman, for a year
at a time. The General Meeting decides on
Executive Board emoluments.

NOTES TO FINANCIAL STATEMENTS 2007

The Executive Board supervises Luottokunta’s
administration, which is the responsibility
of the Board of Directors and the Managing
Director, and ensures that the co-operative’s
mission is implemented as far as possible.
The Executive Board elects the Managing
Director, the Deputy Managing Director and
the members of the Board of Directors, and
provides the Annual General Meeting with
a statement on the financial accounts. In
general, it meets three (3) times a year.

Board of Directors

The Board of Directors consists of a minimum
of 8 and a maximum of 13 members, half
of which (if possible) are representatives of
member banks and half representatives of
other members, in order that the banks and
other member organisations have equal
representation. The Managing Director of
Luottokunta may be a member of the Board
of Directors. Members of the Board of Direc-
tors are elected for three years at a time, and
the Board of Directors elects a Chairman and
aVice Chairman from among its members for
a year at a time. The Executive Board deter-
mines Board emoluments.

The Board acts as the representative of Luotto-
kunta and manages its operations by looking
after its administration and the appropriate
organisation of its activities, decides on
the scope of duties laid upon the Manag-
ing Director and the Board of Directors, and
confirms the general pricing principles. The
Board of Directors meets an average of nine
(9) times a year.

Managing Director

The Managing Director is responsible for the
direct management of Luottokunta in accord-
ance with the instructions and decisions of
the Executive Board and the Board of Direc-
tors.The Executive Board elects the Managing
Director and his/her deputy and determines
their remuneration.

The Managing Director works as a member

of the Management Team, which deals with
planning, implementation and monitoring

LUOTTOKUNTA 2007

issues related to Luottokunta’s daily manage-
ment. The Management Team consists of the
Managing Director, the Deputy Managing
Director responsible for Card Services, the
Director responsible for Merchant Services,
the IT Services Director as well as the Chief
Financial Officer. The Management Team
meets once a week on average.

Auditors and Control System
Luottokunta appoints one auditor, which
must be an accounting firm approved by the
Central Chamber of Commerce. The Board
of Directors decides on internal audit tasks,
audit planning, and the general principles
applying to noteworthy issues arising from
the audit report, annually approves the
internal audit plan and considers the annual
report. Internal auditing is based on an out-
sourced service.

The Board has approved the principles for
internal monitoring and risk management.
Luottokunta has active steering groups for
risk management and security issues.

Organisation

The operations of Luottokunta are organ-
ised into Card Services, Merchant Services, IT
Services and centralised service functions.

Luottokunta has policies and procedures
for the delegation of authority, roles and
responsibilities approved by the Board. The
management system is based on functional
management and business line planning,
implementation and monitoring, as laid
down in Luottokunta’s strategy.

Reward System

Luottokunta has a defined remuneration
system as well as a bonus system, which is
linked to approved specified targets and
includes all personnel.
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KEY FIGURES - LUOTTOKUNTA GROUP

2007 2006 2005 2004 2003

Clearing sales of card schemes, EUR million* 12989 11048 8940 7212 6 308
[ssuing** 4300 3900 3161 2724 2515

Domestic 3294 3000 2522 2158 2041

International 1006 900 639 566 475
Acquiring 8689 7 148 5779 4488 3793

Domestic cards 7 672 6424 5164 3923 3244

International cards 1017 724 615 565 549
Number of cards, pcs.

Visa 1731100 1569 000 1392 000 1209 000 1080 200

Business Eurocard 92100 84 500 69 700 68 800 66 700
Number of outlets accepting cards in Finland

Visa/MasterCard cards 74700 63 900 58 600 54 000 51100

Visa Electron/Maestro online cards*** 59100 48 300 42 300 35300 29900
Lounasseteli luncheon voucher business
Sales, EUR million 142 131 122 115 110
Sales, pcs. million 18.8 17.6 16.8 16.1 15.6
Number of accepting outlets**** 9000 8 600 8 400 8 200 7 700
Personnel 332 273 229 199 195
(Full-time equivalents)
Key financial figures, EUR million
Operating surplus 7.5 19.1 1.6 4.2 2.7
Net income from operations 69.3 77.6 48.1 44.6 36.7
Impairment losses on credits 3.0 3.0 2.5 2.6 1.8
Balance Sheet 732.8 633.1 589.8 521.1 479.0
Non-performing receivables 3.8 3.1 3.0 3.1 3.2
Luottokunta consolidated corporation capital adequacy, % 15.9 20.3 204 214 22.8

* Clearing sales of card schemes is the aggregate sales of Issuing and Acquiring.
** In January 2006, Eurocard Oy became Luottokunta’s wholly owned subsidiary. Issuing includes Business Eurocard sales since 2006.
*** The outlets accepting Visa Electron / Maestro online cards are included in the number of outlets accepting Visa / MasterCard.

**** The numbers of previous years’ acceptance outlets are adjusted to comply with current accounting principles.
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Luottokunta’s Annual Report is available in Finnish and English and it can be read on Luottokunta’s web site at www.luottokunta.fi
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