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REPORT BY THE BOARD
OF DIRECTORS

The Stockmann Group’s consolidated revenue was EUR1303.2
million (EUR 1434.8 million) in 2076. Revenue in continuing
product areas and businesses was down by 4.1 per cent. Gross
margin was up, to 53.4 per cent (50.6 per cent). Adjusted
operating profit was EUR 20.2 million (EUR -28.5 million) and
reported operating profit was EUR 17.6 million (EUR -52.5 million).
Reported earnings per share were EUR -0.33 (EUR -1.24). The
Board of Directors will propose no dividend to be paid on the 2016
result.

Department store operations in Russia have been classified as
discontinued operations. The comments in the Report by the
Board of Directors refer only to continuing operations. Hobby
Hall, which was divested on 31 December 2016, is included in
the 2016 income statement in the Stockmann Retail segment.

STRATEGY

The Stockmann Group is focusing on developing retail
operations and real estate business in its department store
properties in Finland and the Baltic countries, as well as the
development and expansion of the Lindex fashion chain. The
Stockmann Retail and Real Estate divisions cooperate closely,
while Lindex is being developed as an independent part of the
Group.

In line with its strategy, Stockmann withdrew from several
unprofitable business operations and merchandise areas during
2016 and reduced its department store network and retail space.
The divestment of the Russian department store business was
completed in February and Hobby Hall at year-end. Stockmann
is considering divesting the Nevsky Centre shopping centre in St
Petersburg. Investigation of this possibility is in progress.

Stockmann is updating its selection that is focused on fashion,
beauty, food and home products, improving services and
investing in the renewal of its department store premises, in
order to offer an improved customer experience. A new
department store in rental premises in Tapiola, Finland, will be
opened in March 2017.

The new Stockmann online store was launched in the fourth
quarter of 2016. The online store operates on a new platform
and will gradually gain several new features, such as online
availability of the goods in the brick-and-mortar stores and new
delivery points. A new Crazy Days online store was launched in
October 2016 when the campaign was taking place. Transition
to more digital marketing based on customer data and
development of digital services to support omnichannel
shopping continued during the year.

EFFICIENCY PROGRAMME

In February 2015, Stockmann launched an efficiency
programme with an annual cost savings target of EUR 50
million. The target was visible in the result by the end of 2016.
Actions in the programme included the renewal of Stockmann’s
support functions with a reduced headcount, renegotiations of
supplier terms and conditions, and release of store space from
Stockmann’s own retail operations to external tenants.
Additional savings measures were launched in in summer and
as a result, approximately 300 positions in the support
functions were reduced. These measures will enable achieving
further annual savings of approximately EUR 20 million in 2017.

Stockmann’s new, highly automated distribution centre was
taken into use in May 2016 and the operation has gradually
been ramped up to full capacity. The new distribution centre will
increase efficiency, speed up delivery times to customers, and
produce annual cost savings of approximately EUR 5.5 million
compared with 2014. The main part of the savings will be
achieved in 2017. During the transition period of 2016,
Stockmann Retail’s logistics costs were up by around EUR

2 million due to overlapping rental and other costs.

In November, Stockmann signed a five-year cooperation
agreement with Tech Mahindra regarding the production of part
of Stockmann’s ICT services. As a consequence, Stockmann
consolidated the maintenance and development of business
applications and infrastructure offered by more than 20 service
providers and delivered from several countries to one dedicated
supplier. Approximately 30 of Stockmann's ICT employees were
transferred to Tech Mahindra on 1January 2017 under a
business transfer agreement. The target of the changes is to
reduce Stockmann’s ICT costs by about EUR 4 million annually
from 2018 onwards. Due to the change, Stockmann booked a
one-time adjustment of EUR 2.3 million in its fourth quarter
result in 2016.

EVENTS AFTER THE REPORTING PERIOD

Stockmann’s department store in Oulu was closed at the end of
January 2017. The decision on the closure was made in spring
2015.

REVENUE AND EARNINGS IN
CONTINUING OPERATIONS

The general economic situation continued to be uncertain in
Stockmann’s main market areas during the fourth quarter of
2016. Consumer confidence improved in Finland towards the
end of the year, and the retail market environment started to
head in a slightly better direction. The Finnish fashion market
was down by 1.7 per cent in January-December (source: TMA).
In Sweden, the fashion market slowed down towards the end of
the year and was up by 0.4 per cent in January-December
(source: Stilindex). The retail market in the Baltic countries
improved, although competition has increased particularly in
Estonia.



The Stockmann Group’s revenue in January-December was
EUR 1303.2 million (EUR 1434.8 million). In continuing product
areas and businesses, revenue was down by 4.1 per cent. The
Seppala fashion chain’s revenue is included in the 2015
comparison figure until its divestment on 1 April 2015.

Revenue in Finland was EUR 631.9 million (EUR 743.2 million).
In continuing product areas and businesses, revenue was down
by 8.1 per cent. Revenue in other countries amounted to EUR
671.3 million (EUR 691.6 million). In continuing product areas
and businesses, revenue was down by 0.5 per cent.

Other operating income was EUR 1.3 million (EUR 0.2 million),
which consisted of the selling of shares in the Kirjavalitys book
logistics company and the Friisinkeskus real estate company in
Espoo, Finland.

The Group's gross profit during January-December amounted
to EUR 695.7 million (EUR 725.6 million) and the gross margin
was 53.4 per cent (50.6 per cent). Gross margin increased in
both Stockmann Retail and Lindex.

Adjusted operating costs were down by EUR 65.9 million, and
amounted to EUR 616.3 million (EUR 682.2 million). The decline
was due to cost saving measures in all divisions as part of the
efficiency programme. Adjustments booked in operating costs
were EUR 2.6 million (EUR 24.0 million) and they were mainly
related to the decision to outsource part of Stockmann’s ICT
services.

Adjusted EBITDA was EUR 79.4 million (EUR 43.4 million).
Depreciation was down, to EUR 59.2 million (EUR 71.9 million),
due to reduced investments and the reclassification of the
Nevsky Centre as an investment property.

The adjusted operating profit for 2016 was up, to EUR 20.2
million (EUR -28.5 million). The reported operating profit was
17.6 million (EUR -52.5 million). All divisions improved their
operating results.

Net financial expenses for January-December were EUR 23.1
million (EUR 21.2 million), including adjustments of EUR 5.0
million (EUR 3.3 million). Foreign exchange losses amounted to
EUR 1.2 million (EUR 0.1 million).

The result before taxes for the year was EUR -5.5 million (EUR
-73.7 million).

Income taxes of EUR 12.7 million (EUR 15.1 million) for 2016
consist of the taxes of Lindex and other subsidiaries and an
adjustment of EUR 4.8 million due to tax reassessment from the
Swedish tax authorities. Income taxes in the previous year
included deferred tax asset from losses and adjustments due to
tax reassessment decisions.

The result for the year was EUR -18.2 million (EUR -88.9
million). The net result for 2016, including discontinued
operations, was EUR -3.2 million (EUR -175.0 million).

Earnings per share for January-December were EUR -0.33 (EUR
-1.24), or EUR -0.12 (EUR -2.43) including discontinued
operations. Equity per share was EUR 14.99 (EUR 14.53).

REVENUE AND EARNINGS BY DIVISION

Stockmann’s divisions and reportable segments are Stockmann
Retail, Real Estate and Lindex (Fashion Chains). The department
store operations in Russia, which were part of Stockmann Retail
until the divestment on 1 February 2016, has been classified as
discontinued operations. Stockmann’s department store
properties have been measured at their fair market values
according to the IAS 16 standard since 1January 2015. The
Nevsky Centre shopping centre has been classified as an
investment property in accordance with IAS 40 as of 1 February
2016, since the property is no longer used in the Group’s own
operations. Investment properties are not depreciated, but any
gains or losses due to changes in fair value are recognised
through profit and loss for the period during which they arise.

Lindex

Lindex’s full-year revenue was down by 2.9 per cent, to EUR
633.2 million (EUR 652.3 million). Revenue at comparable
exchange rates was down by 1.4 per cent, or 0.5 per cent in
comparable stores. Sales increased during the first half of the
year, but decreased after the summer due to lower traffic in the
stores.

Lindex’s gross margin was 63.8 per cent (62.3 per cent). The
gross margin was mainly up due to a redefined treatment of
inventory obsolescence, and also positively affected by
increased prices.

Operating costs were down by EUR 10.5 million as a result of
closing the stores in Russia and lower store costs in other
markets.

Lindex’s operating profit in 2016 was EUR 54.9 million (EUR
44.6 million).

In 2015, the Fashion Chains division also included Seppélé until
its divestment on 1 April 2015. The division’s 2015 revenue was
EUR 668.4 million, including Seppéld’s revenue of EUR 16.1
million. The operating result was EUR 30.5 million, including
Seppalad’s operating result of EUR -14.0 million.

Stockmann Retail

Stockmann Retail's full-year revenue was EUR 635.7 million
(EUR 740.8 million). The decline was mostly due to withdrawal
from several loss-making product areas in 2015. In continuing
product areas and businesses, revenue was down by 8.6 per
cent, partly due to changes in product mix and decline in retail
space.

Revenue in Finland was EUR 548.2 million (EUR 649.7 million),
which includes Hobby Hall’s revenue of EUR 75.1 million. In
continuing product areas in the department stores, revenue was
down by 9.7 per cent. Store renewal work in the Helsinki flagship



store, construction work around the Tapiola department store
and fewer price-driven campaigns than in 2015 affected the
revenue negatively. Revenue for the Oulu department store,
which was closed in January 2017, declined towards the end of
the year and amounted to EUR 29.6 million in 2016.

Revenue from international operations, which consist of two
department stores in the Baltic countries, was EUR 87.5 million
(EUR 91.1 million) and accounted for13.8 per cent (12.3 per cent)
of the division’s total revenue. In continuing product areas and
businesses, revenue was down by 1.8 per cent.

The gross margin for the financial year was 40.3 per cent (38.1
per cent). The gross margin improved due to more efficient
buying, fewer discounts given in campaigns and changes in
product areas.

Operating costs in 2016 were down by EUR 51.8 million, and
amounted to EUR 291.2 million (EUR 343.0 million). The decline
was due to the efficiency programme which decreased
personnel and rental costs.

The division’s operating result was EUR -49.8 million (EUR -72.9
million, or adjusted operating result EUR -68.6 million), of
which the department store business accounted for EUR -44.8
million (EUR -67.2 million) and Hobby Hall for EUR -5.0 million
(EUR -5.7 million). Hobby Hall was divested on 31 December
2016. The transaction price did not have a significant effect on
Stockmann’s earnings.

Real Estate

The five properties owned by Stockmann have a gross leasable
area (GLA) of 142 000 m2 in total. The occupancy rate of the
properties totalled 99.1 per cent at the end of the year (98.5 per
cent).

In Stockmann’s properties, 52 per cent of the GLA was used by
Stockmann Retail at the end of December (67 per cent). The
decline was mostly due to the transfer of the department store
in the Nevsky Centre to a new owner as of 1 February 2016.
Excluding the Nevsky Centre, 76 per cent is used by Stockmann
Retail.

On 1January 2016 the fair value of Stockmann’s properties
amounted to EUR 918.2 million. During the year, the
depreciation of department store properties was deducted from
their fair value. The Nevsky Centre, which is treated as an
investment property, is not depreciated. The properties were
revalued on 31 December 2016 and their fair value amounted to
EUR 950.1 million. The department store properties’ value was
up by EUR 31.9 million, to EUR 769.1 million (737.2 million) and
the Nevsky Centre’s value remained at EUR 181.0 million. The
weighted average market yield requirement used in the fair
value calculation was 5.7 per cent (6.0 per cent).

Real Estate’s revenue for 2016 was EUR 60.1 million (EUR 59.3
million). The average monthly rent from Stockmann’s properties
was EUR 33.36 per square metre (EUR 33.07). Net operating

income from these properties was EUR 44.4 million (EUR 44.9
million). Net rental yield was 4.9 per cent (5.0 per cent).

Operating profit for the financial year was EUR 21.1 million (EUR
16.3 million), mainly due to lower depreciation as a result of the
reclassification of the Nevsky Centre as an investment property.

Several new stores and services were opened in the Stockmann
properties during 2016. Joe & the Juice, AKA Gastrobar and Bar
Primero started offering new food and beverage experiences in
the Helsinki flagship department store. Technopolis opened a
unique co-working space, UMA Esplanadi, in the Book Building
in Helsinki. XS Toys opened toy stores in the Riga, Tallinn,
Turku, Tampere, Jumbo and ltis stores. Scandinavian Outdoor
and Halti opened outdoor stores in the Tampere and Turku
stores. Westerback opened jewelry and watch stores in Helsinki,
Jumbo, Tampere and ltis, while stores in Turku and Tapiola will
open in the first quarter of 2017.

In Tallinn, Estonia, the department store’s completely renovated
fifth floor opened in October with several new service providers

and stores. In Riga, Latvia, several partner stores opened on the

department store’s second floor in October.

FINANCING AND CAPITAL EMPLOYED

Cash and cash equivalents totalled EUR 20.2 million at the end
of 2016, compared with EUR 19.1 million a year earlier. Cash flow
from operating activities was EUR 41.5 million (EUR 17.2 million)
for the financial year.

Net working capital excluding cash and cash equivalents
amounted to EUR 8.4 million at the close of the year, compared
with EUR -4.2 million a year earlier. Inventories were EUR 180.7
million (EUR 170.8 million) at year-end. The increase was due to
the higher inventory level of Lindex.

Current receivables amounted to EUR 60.3 million (EUR 55.5
million). Non-interest-bearing liabilities amounted to EUR 232.6
million (EUR 230.5 million).

Interest-bearing liabilities at the close of the year were EUR 761.8
million (EUR 783.4 million), of which long-term debt amounted
to EUR 525.3 million (EUR 534.7 million). In addition, the Group
had EUR 295.0 million in undrawn, long-term committed credit
facilities and EUR 384.5 miillion in uncommiitted, short-term
credit facilities. Most of the short-term debt has been acquired
in the commercial paper market. Stockmann also has a EUR
84.3 million hybrid bond which is treated as equity. The hybrid
bond’s accrued interest of EUR 7.4 million was paid out in
January 2017, as deduction of equity.

The equity ratio at the close of the year was 48.3 per cent (46.1
per cent), and net gearing was 68.3 per cent (72.1 per cent).



PROPERTIES

Usage by Usage by
Gross leasable area, m2 Occupancy rate, % Stockmann Retail, % Stockmann Retail, %
STOCKMANN GROUP 31.12.2016 31.12.2016 1.1.2016 31.12.2016
Helsinki flagship building 51 000 99.8 80 78
Book House, Helsinki 9 000 100.0 30 30
Tallinn department store building 22000 99.8 85 8l
Riga department store building 15000 100.0 88 86
Nevsky Centre, St Petersburg 46 000 97.6 uh 0
Total, all own properties 142 000 99.1 67 52

STORE NETWORK
Total New stores  Closed/divested Total
STOCKMANN GROUP 31.12.2015 in 2016 stores in 2016 31.12.2016
Lindex stores L87 13 25 475
of which own stores 450 5 19 436
of which franchising 37 8 6 39
Department stores* 16 7 9%
Outlet stores 1 0
Hobby Hall stores 1 1 0

* Department store in Oulu closed on 31 January 2017.

The return on capital employed in 2016 was 1.8 per cent (-7.6
per cent). The Group’s capital employed was EUR 1845.1
million at the end of December, compared with EUR 1835.1
million a year earlier.

Decisions by the 2016 Annual General Meeting were
published in a stock exchange release on 15 March 2016. In
accordance with a resolution of the meeting, no dividend was
paid for the financial year 20715.

CAPITAL EXPENDITURE

Capital expenditure in 2016 totalled EUR 44.2 million (EUR
53.4 million). Depreciation was EUR 59.2 million (EUR 71.9
million).

Lindex’s capital expenditure for the year totalled EUR 17.7
million (EUR 21.9 million). Lindex opened 13 stores and closed
25 stores during 2016, including all of its remaining stores in
Russia. In total, there were 475 (487) Lindex stores in 16
countries at the end of the year, of which 39 were franchising
stores in six countries.

Stockmann Retail's capital expenditure in 2016 totalled EUR
21.2 million (EUR 25.8 million). A major part of this was used
for the new distribution centre, the renewals in the Helsinki
and Turku department stores, the new store in Tapiola, and
the new e-commerce platform for the online store.

Real Estate’s capital expenditure for the year was EUR 5.3
million (EUR 4.8 million), which was used for property

maintenance and refurbishments for new tenants mainly in
the Helsinki flagship department store and the Tallinn
department store.

The Group’s other capital expenditure totalled EUR 0.1 million
(EUR 1.0 million).

NEW PROJECTS

Lindex will continue its store expansion with over 15 new stores
in 2017. However, the net increase of stores is expected to be
lower, as Lindex is planning to close certain loss-making
stores. Lindex will also enter two new franchising markets,
Qatar and Tunisia, in 2017.

Stockmann will open a new department store in Tapiola,
Espoo, in March 2017. The store is located in leased premises
in a completely new shopping centre, next to the current store

property.

Capital expenditure for 2017 is estimated to amount to
approximately EUR 45-50 million. Most of the capital
expenditure will be used for the digital and store expansion of
Lindex, the opening of the new Tapiola department store,
other Stockmann property and store concept improvements,
and IT and omnicommerce system renewals. The depreciation
for 2017 is expected to remain on a par with the depreciation in
2016 and be higher than the capital expenditure.



SHARES AND SHARE CAPITAL

Stockmann has two series of shares. Series A shares each
confer 10 votes, while Series B shares each confer one vote.
The shares carry an equal right to dividends. The par value is
EUR 2.00 per share.

As of the end of 2016, Stockmann had 30 530 868 Series A
shares and 41517 815 Series B shares, or a total of 72 048 683
shares. The number of votes conferred by the shares was 346
826 495.

The share capital remained at EUR 144.1 million in 2016. The
market capitalisation was EUR 509.6 million (EUR 449.4
million).

At the close of 2016, the price of a Series A share was EUR
7.09, compared with EUR 6.22 at the end of 2015, while the
price of a Series B share was EUR 7.06, compared with EUR
6.25 at the end of 2015. A total of 2.8 million (2.2 million)
Series A shares and 12.2 million (14.6 million) Series B shares
were traded during the year on Nasdagq Helsinki. This
corresponds to 9.1 per cent (7.2 per cent) of the average
number of Series A shares and 29.5 per cent (35.2 per cent) of
the average number of Series B shares.

The company does not hold any of its own shares, and the
Board of Directors has no valid authorisations to purchase
company shares or to issue new shares.

Stockmann was notified that the holdings of Varma Mutual
Pension Insurance Company in Stockmann plc’s votes had
increased above 5 per cent on 24 November 2016.

At the end of 2016, Stockmann had 49 813 shareholders,
compared with 52 415 a year earlier.

PERSONNEL

The Group’s average number of personnel in continuing
operations was 9 006 (10 762) in 2016. The decline was due to
personnel reductions mostly in Stockmann Retail and the
divestment of Seppala in 2015. In terms of full-time
equivalents, the average number of employees was 6 562

(7 643).

At the end of 2016, the Group had 8 324 employees (9 734) in
continuing operations, of whom 3 315 (4 455) were working in
Finland. The number of employees working outside Finland
was 5009 (5 279), which represented 60 per cent (54 per
cent) of the total. Stockmann Retail employed 3 464 people
(4 477), Real Estate 85 (71) and Lindex 4 427 (4 733), while 216
people (325) were employed in the Group’s shared services in
Finland and 132 (134) in production offices in Asia.

The Group’s wages and salaries amounted to EUR 225.8
million in 2016 compared with EUR 251.6 million in 2015 and
281.9 million in 2014. The total employee benefits expenses

were EUR 290.5 million (EUR 321.5 million), which is
equivalent to 22.3 per cent (22.4 per cent) of revenue.

CHANGES IN MANAGEMENT

Stockmann plc’s Board of Directors appointed Lauri
Veijalainen as Stockmann’s Chief Executive Officer as of 12
September 2016. He had been acting as the interim CEO since
4 April 2016, and was the CFO before that.

Susanna Ottila, Director, Stockmann Delicatessen, was
appointed a member of the Management Team as of 13 June
2016. Tove Westermarck was appointed Director, Supply
Chain as of the same date. Westermarck had earlier been
Director, Development and a member of the Management
Team.

Maiju Niskanen was appointed Director, Store Operations and
a member of the Stockmann Management Team as of 1July
2016. Mikko Huttunen was appointed Director of Human
Resources and a member of the Management Team as of 15
August 2016. Anna Salmi was appointed Chief Customer
Officer and a member of the Management Team as of 28
October 2016.

CEOQ Per Thelin left the company in April 2016, and Jouko
Pitkdnen, Director of Stockmann Retail and a member of the
Management Team, left the company in June 2016.

CORPORATE SOCIAL RESPONSIBILITY

Commitment to responsible operations forms a core part of
Stockmann’s values and daily operations. Stockmann is
committed to the UN’s Global Compact and its principles. The
company’s Code of Conduct defines ways of working for all
employees and management staff without exception. In the
supply chain for Lindex’s and Stockmann’s own brands the
manufacturers must comply with the Supplier Code of
Conduct, which is based on the Business Social Compliance
Initiative’s (BSCI) Code of Conduct. The CSR strategy defines
Stockmann’s priorities and goals of the responsibility work.
These goals have been set to support the Group strategy and
business operations by enhancing customer focus and
improving efficiency.

Further information on Stockmann’s CSR activities and results
is published in the CSR Review which is reported according to
the Global Reporting Initiative (GRI). The review has been
published at the company’s website stockmanngroup.com.



RISK FACTORS

Stockmann is exposed to risks that arise from the operating
environment, risks related to the company’s own operations
and financial risks.

The general economic situation is affecting consumers’
purchasing behaviour and purchasing power in all of the
Group’s market areas. Consumers’ purchasing behaviour is
also influenced by digitalisation, increasing competition and
changing purchasing trends. Rapid and unexpected
movements in markets may influence the behaviour of both
the financial markets and consumers. Uncertainties related to
purchasing power and behaviour are considered to be the
principal risks that could affect Stockmann during 2017.

The operating environment may also affect the operations of
Stockmann’s tenants and consequently may have a negative
impact on rental income and the occupancy rate of
Stockmann’s properties. These, particularly if related to the
biggest tenants of the properties, may have an effect on the
fair value of the real estate

Fashion accounts for over two thirds of the Group’s revenue.
An inherent feature of the fashion trade is the short lifecycle of
products and their dependence on trends, the seasonality of
sales and the susceptibility to abnormal changes in weather
conditions. Responsible management of the supply chain is
important for the Group’s brands in order to retain customer
confidence in Stockmann. The Group addresses these factors
as part of its day-to-day management of operations.

The Group’s operations are based on flexible logistics and
efficient flows of goods and information. Delays and
disturbances in logistic and information systems as well as
uncertainties related to the logistics partners can have an
adverse effect on operations. Every effort is made to manage
these operational risks by developing appropriate back-up
systems and alternative ways of operating, and by seeking to
minimise disturbances to information systems. Operational
risks are also met by taking out insurance cover.

The Group’s revenue, earnings and balance sheet are affected
by changes in exchange rates between the Group’s reporting
currency, which is the euro, and the Swedish krona, the
Norwegian krone, the US dollar, the Russian rouble and
certain other currencies. Currency fluctuations may have an
effect on the Group’s business operations. Financial risks,
mainly risks arising from interest rate fluctuations due to the
Group’s high level of debt may have an effect on the financial
costs and the financial position. Interest rate fluctuations may
also impact the yield related to the properties owned by the
Group, and thus to the fair value of these assets. Financial
risks are managed in accordance with the risk policy
confirmed by the Board of Directors.

OUTLOOK FOR 2017

In the Stockmann Group’s largest operating country, Finland,
the economy has slowly begun to recover. GDP and retail
market are expected to grow slightly in 2017. Consumers’
purchasing power is, however, not expected to increase and
purchasing behaviour is changing due to digitalisation and
increasing competition.

The Swedish economy remained stable in 2016 and the GDP
growth estimate for 2017 remains on a higher level than in
Finland. The steady growth in the fashion market stagnated in
2016, and the growth rate is expected to remain at the same
level in 2017.

In the Baltic countries, GDP growth is estimated to continue.
The outlook for these countries is expected to be better than
that for the Stockmann Group’s other market areas.

The Russian economy is expected to recover gradually, but
purchasing power of Russian consumers remains low.

Stockmann will continue its turnaround by improving the
Group’s long-term competitiveness and profitability. The
efficiency programmes, launched in 2015 and continued in
2016, will be fully visible in the 2017 operating costs.
Improvements in the operating result in 2017 are estimated to
come mainly from the Stockmann Retail division, which is still
loss-making, while Lindex and Real Estate are expected to
continue their stable performance.

Capital expenditure for 2017 is estimated to be approximately
EUR 45-50 million, which is less than the estimated
depreciation for the year.

Stockmann expects the Group’s revenue for 2017 to decline
due to changes in the store network and product mix.
Adjusted operating profit is expected to improve, compared
with 2016. Due to normal seasonal variation, the first-quarter
operating result will be negative.

CORPORATE GOVERNANCE
STATEMENT

Stockmann has published a separate Corporate Governance
Statement for 2016 in line with the recommendation by the
Finnish Corporate Governance Code.

Helsinki, Finland, 14 February 2017
STOCKMANN plc

Board of Directors



Key figures

Revenue *) EUR mill.
Change on the previous year *) %
Operating result ) EUR mill.
Change on the previous year *) %
Share of revenue *) %
Adjustments to operating resuilt EUR mill.
Adjusted operating result EUR mill.
Result before taxes *) EUR mill.
Change on the previous year *) %
Share of revenue *) %
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Share capital EUR mill.
A share EUR mill.
B share EUR mill.
Dividends**) EUR mill.
Return on equity %
Return on capital employed %
Capital employed EUR mill.

Capital turnover rate

Inventories rate

Equity ratio %
Net gearing %
Investments in fixed assets EUR mill.
Share of net turnover *) %
Interest-bearing debtors EUR mill.
Interest-bearing liabilities EUR mill.
Interest-bearing net debt EUR mill.
Total assets EUR mill.
Staff expenses *) EUR mill.
Share of revenue *) %
Personnel, average *) persons
Revenue per person *) EUR thousands
Operating result per person *) EUR thousands
Staff expenses per person *) EUR thousands
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136,1
36
26,6

2012
2116,L
5,5
87,3
24,6
4,1

54,9
54,0
2,6
53,6
44,1
61,3
82,8
43,2
6,1

5,1
1737,1
1,2

38
42,8
90,9
60,3
2,8
43,8
848,5
768,6
2087,1
405,1
19,1

15 603
135,6
5,6
26,0

*) Years 2016, 2015 and 2014 include only continuing operations.
**) The Board of Directors proposes to the AGM that no dividend be paid.
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Per-share data

2016 2015 2014 2013 2012
Earnings per share, continuing operations EUR -0,33 -1,24 -1,34 0,67 0,74
Earnings per share, discontinued operations EUR 0,21 -1,20 -0,0L
Earnings per share (undiluted and diluted) EUR -0,12 -2,u3 -1,39 0,67 0,74
Equity per share EUR 14,99 14,53 10,55 12,42 12,40
Dividend per share * EUR 0,40 0,60
Dividend per earnings * % 59,5 80,6
Cash flow from operating activities per share EUR 0,58 0,24 o,u1 1,74 1,72
Effective dividend yield * %
A share 3,6 4,3
B share 3,6 L4
P/E ratio of shares
A share 60,4 26 6 16,5 18,9
B share 60,2 26 46 16,4 18,3
Share quotation at 31.12. EUR
A share 7,09 6,22 6,u2 11,06 14,08
B share 7,06 6,25 6,36 11,04 13,60
Highest price during the period EUR
A share 7,55 8,00 12,40 15,20 19,50
B share 7,31 8,41 12,58 14,92 18,68
Lowest price during the period EUR
A share 5,26 5,904 6,20 11,00 13,40
B share 5,06 5,98 6,21 10,75 12,12
Average price during the period EUR
A share 5,97 6,86 9,76 12,51 15,57
B share 6,33 7,10 10,00 12,50 15,19
Share turnover thousands
Ashare 2791 2188 933 uu7 436
B share 12 231 14 615 17 625 14 564 11 308
Share turnover %
Ashare 9,1 7,2 3,0 1,5 1,4
B share 29,5 35,2 u25 35,1 27,3
Market capitalisation at 31.12. EUR mill. 509,6 ano)L 460,1 796,0 994,6
Number of shares at 31.12. thousands 72 049 72 049 72 049 72049 72049
A share 30531 30 553 30 596 30 596 30 628
B share 41518 41 495 41 453 41 453 4l 421
Weighted average
number of shares thousands 72 049 72 049 72 049 72049 71945
Ashare 30533 30590 30 596 30 601 30 628
B share 41 515 41 459 41 453 41 448 41 318
Weighted average
number of shares, diluted thousands 72 049 72049 72 049 72 049 71945
Total number of shareholders at 31.12. no 49 813 52415 55343 59475 59 283

*) The Board of Directors proposes to the AGM that no dividend be paid.



Definition of key figures

Adjusted operating result

Result before taxes

Return on equity, % =100 x Result for the period
Equity + non-controlling interest (average over the year)
Return on capital employed, % =100 x Result before taxes + interest and other financial expenses
Capital employed
Capital employed = Total assets less deferred tax liability and other non-interest-bearing
liabilities (average over the year)
Capital turnover rate = Revenue
Total assets less deferred tax liability and other non-interest-bearing
liabilities (average over the year)
Inventories rate 365
Inventories turnover time
Equity ratio, % =100 x Equity + non-controlling interest
Total assets less advance payments received
- 100x Interest-bearing liabilities less cash and cash equivalents less interest-bearing
Net gearing, % receivables
Equity total
Interest-bearing net debt = Interest-bearing liabilities less cash and cash equivalents less
interest-bearing receivables
Definition of per-share data
_ Result for the period attributable to the parent company's shareholders less tax-
Earnings per share = , , ,
adjusted interest on hybrid bond
Average number of shares, adjusted for share issues T)
Equity per share = Equity less fund for own shares
Number of shares on the balance sheet date
Dividend per share = Dividend per share
Dividend per earnings, % =100 x Dividend per share
Earnings per share, adjusted for share issues 1)
Cash flow per share = Cash flow from operating activities
Average number of shares, adjusted for share issues 1)
Effective dividend yield, % =100 x Dividend per share

P/E ratio of shares

Operating result less adjustments

Operating result + financial income less financial expenses

Share quotation at 31 December, adjusted for share issues

Share quotation at 31 December, adjusted for share issues
Earnings per share, adjusted for share issues 1)
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Share quotation at 31 December = Share quotation on the balance sheet date

Highest share price during the period Highest price of the company's shares during the period

Lowest share price during the period Lowest price of the company's shares during the period

Share turnover in euro terms divided by the average number of shares traded

Average share price over the period during the period

Share turnover =

Quantitative share turnover, adjusted for share issues

Number of shares multiplied by the quotation for the respective share series on

Market capitalisation at 31 December
P the balance sheet date

1) Without the own shares owned by the company



Shares and share capital

The share capital of Stockmann plc is divided into Series A and Series B shares. Series A shares carry ten
votes and Series B shares one vote. The par value of both series of shares is EUR 2.00 and the shares of both
series entitle their holders to an equal dividend.

The company’s shares are in the book-entry system and they are listed on Nasdaq Helsinki. The trading code
for the Series A share is STCAS and for the Series B share STCBV. The number of registered shareholders at
31 December 2016 was 49 813 (52 415 shareholders at 31 December 2015).

The company’s market capitalisation at 31 December 2016 was EUR 509.6 million (EUR 449.4 million at 31
December 2015).

Share option programmes

Stockmann has one option program on-going; Key employee share option programme 2010 for key
employees in the Stockmann Group. More information in note 21.

Own shares
At 31 December 2016, the company did not hold any of its own shares, and the Board of Directors had no

valid authorisations to purchase shares of the company.

Price trend of shares

Closing prices Closing prices  Change
Dec. 31, 2016 Dec. 31,2015 %
EUR EUR
Series A 7,09 6,22 14,0
Series B 7,06 6,25 13,0

Turnover of shares 2016 on the Helsinki Stock Exchange

% of total Average
Number shares price
of shares outstanding EUR EUR
Series A 2791327 9,1 16 680 095 5,97
Series B 12230717 29,5 77 236 681 6,33
Total 15 022 044 93916 776
Share capital, 31 December 2016
Series A 30530 868 shares at EUR 2 each 61061736 EUR
Series B 41517815 shares at EUR 2 each 83035630 EUR

Total 72 048 683 144 097 366 EUR
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Number of shares, 31 December 2016

1-100

101-1000
1001-10000
10001-100000
100001-1000000
1000001-

Total

Ownership structure, 31 December 2016

Households

Private and public corporations
Foundations and associations
Nominee registrations (incl. foreign
shareholders)

Financial and insurance companies
Unregistered shares

Total

Major shareholders, 31 December 2016

HTT STC Holding Oy Ab

Niemistd Kari
Stiftelsen for Abo Akademi
Etola Group

O ® N0 Ul B WN o

10 Jenny ja Antti Wihuri Foundation
1 The State Pension Fund
12 Inez och Julius Polins Fond

13 Wilhelm och Else Stockmanns Stiftelse

Foreningen Konstsamfundet Grouping
Varma Mutual Pension Insurance Company
Society of Swedish Literature in Finland

Number
32 660
14 296

2628
188

27

14
49813

Number
L8 L86
807
316

170
34

49813

lImarinen Mutual Pension Insurance Company
Samfundet Folkhalsan i Svenska Finland r.f.

14 Etera Mutual Pension Insurance Company

15 Helene och Walter Gronqpvists Stiftelse

16 William Thurings Stiftelse

17 Brita Maria Renlunds minne Foundation

18 Danske Invest Finnish Institutional Equity Fund

19 OP-Finland Value Fund
20 Nordea Pro Finland Fund
Other
Total

Shareholders
%

65,5

28,7

5,3

o,u

0,1

0,0

100,0

Shareholders
%

97,3

16

0,6

o,L
0,1
0,0

100,0
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Percentage Percentage
of shares of votes
% %
1,7 0,6
6,7 u,7
9,0 5,9
7,2 3,6
11,8 12,5
63,6 72,7
100,0 100,0
Percentage Percentage
of shares of votes
% %
23,2 20,8
20,3 20,1
45,5 56,1
7,5 2,2
3,5 0,8
0,0 0,0
100,0 100,0
Percentage Percentage
of shares of votes
% %
11,7 10,7
9,4 15,1
8,5 51
7,6 15,7
5,8 9,4
4,2 6,7
4,2 6,1
2,4 1,0
2,2 2,7
19 2,1
1,6 0,3
15 0,8
1,1 2,2
0,9 0,2
0,7 1,5
0,5 0,7
o, 0,8
o, 0,1
o, 0,1
0,3 0,1
34,3 18,6
100,0 100,0



Consolidated income statement
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EUR mill. Note 1.1.-31.12.2016 1.1.-31.12.2015
Continuing operations

REVENUE 2,4 1303.2 1434.8
Other operating income 5 13 0.2
Materials and consumables 6 -608.8 -709.3
Wages, salaries and employee benefit expenses 7,31 -290.5 -321.5
Depreciation, amortisation and impairment losses 2,8,13,14 -59.2 -71.9
Other operating expenses 9 -328.4 -384.8
Total expenses -1286.9 -1487.5
OPERATING PROFIT/LOSS 2 17.6 -52.5
Financial income 10 0.8 0.9
Financial expenses 10 -23.9 -22.1
Total financial income and expenses -23.1 -21.2
PROFIT/LOSS BEFORE TAX -5.5 -73.7
Income taxes 11 -12.7 -15.1
PROFIT/LOSS FROM CONTINUING OPERATIONS -18.2 -88.9
Profit/loss from discontinued operations 3 15.0 -86.1
NET PROFIT/LOSS FOR THE PERIOD -3.2 -175.0
Profit/loss for the period attributable to:

Equity holders of the parent company -3.2 -175.0
Non-controlling interest -0.0
Earnings per share, EUR 12

From continuing operations (undiluted and diluted) -0.33 -1.24
From discontinued operations (undiluted and diluted) 0.21 -1.20
From the period result (undiluted and diluted) -0.12 -2.43
Consolidated statement fo comprehensive income

EUR mill. Note 1.1.-31.12.2016 1.1.-31.12.2015
PROFIT/LOSS FOR THE PERIOD -3.2 -175.0
Other comprehensive income:

Items that will not be reclassified to profit or loss

Remeasurement gains/losses on defined benefit pension liability, before tax 0.0
Remeasurement gains/losses on defined benefit pension liability, tax 0.0
Remeasurement gains/losses on defined benefit pension liability, net of tax 0.0
Changes in revaluation surplus (IAS 16), before tax 48.3 473.0
Changes in revaluation surplus (IAS 16), tax -9.7 -94.5
Changes in revaluation surplus (IAS 16), net of tax 38.6 378.5
Items that may be subsequently reclassified to profit and loss

Exchange differences on translating foreign operations, before tax -2.9 15
Exchange differences on translating foreign operations, tax 0.1
Exchange differences on translating foreign operations, net of tax 11,21 -2.9 1.6
Cash flow hedges, before tax 1.1 -3.6
Cash flow hedges, tax -0.2 0.8
Cash flow hedges, net of tax 11,21 0.8 -2.8
Other comprehensive income for the period, net of tax 36.6 377.2
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 33.4 202.2
Total comprehensive income attributable to:

Equity holders of the parent company, continuing operations 18.3 288.4
Equity holders of the parent company, discontinued operations 15.0 -86.1
Non-controlling interest -0.0




Consolidated statement of financial position
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EUR mill. Note 31.12.2016 31.12.2015
ASSETS

NON-CURRENT ASSETS

Intangible assets

Goodwill 735.6 764.7
Trademark 95.2 98.9
Intangible rights 4u5.3 L8.7
Other intangible assets 3.2 3.7
Advance payments and construction in progress 3.7 1.9
Intangible assets, total 13 883.1 917.9
Property, plant and equipment

Land and water 114.3 140.4
Buildings and constructions 654.8 777.8
Machinery and equipment 81.0 63.2
Modification and renovation expenses for leased premises 6.1 5.5
Advance payments and construction in progress 8.7 29.3
Property, plant and equipment, total 14 864.9 1016.2
Investment properties 15 181.0

Non-current receivables 26,29 7.2 9.7
Available-for-sale investments 17 5.5 5.4
Deferred tax assets 25 38.3 45.2
NON-CURRENT ASSETS, TOTAL 1980.0 1994.5
CURRENT ASSETS

Inventories 18 180.7 170.8
Current receivables

Interest-bearing receivables 1.6 1.6
Income tax receivables 0.0 0.2
Non-interest-bearing receivables 58.7 53.8
Current receivables, total 19 60.3 55.5
Cash and cash equivalents 20 20.2 19.1
CURRENT ASSETS, TOTAL 261.2 2u5.4
ASSETS CLASSIFIED AS HELD FOR SALE 2,3 34.0
ASSETS, TOTAL 2241.2 2273.9
EUR mill. Note 31.12.2016 31.12.2015
EQUITY AND LIABILITIES

EQUITY

Share capital 144.1 1u4.1
Share premium fund 186.1 186.1
Revaluation surplus 398.3 368.9
Invested unrestricted equity fund 250.4 250.4
Other funds us.4 Lh4.6
Translation reserve -7.2 -4.3
Retained earnings -21.1 -27.1
Hybrid bond 84.3 84.3
Equity attributable to equity holders of the parent company 21 1 080.3 1046.9
EQUITY, TOTAL 1080.3 10u6.9
NON-CURRENT LIABILITIES

Deferred tax liabilities 25 163.6 163.9
Non-current interest-bearing financing liabilities 22 525.3 534.7
Non-current non-interest-bearing liabilities and provisions 20,26,29 3.1 4.8
NON-CURRENT LIABILITIES, TOTAL 691.9 703.4
CURRENT LIABILITIES

Current interest-bearing financing liabilities 23 236.5 2u8.7
Current non-interest-bearing liabilities

Trade payables and other current liabilities 23,29 203.3 207.5
Income tax liabilities 23 24.9 20.5
Current provisions 24 L.y 2.5
Current non-interest-bearing liabilities, total 232.6 230.5
CURRENT LIABILITIES, TOTAL 469.0 479.2
LIABILITIES DIRECTLY ASSOCIATED WITH ASSETS CLASSIFIED 3 Ln.n
AS HELD FOR SALE

LIABILITIES, TOTAL 1161.0 1227.0
EQUITY AND LIABILITIES, TOTAL 2241.2 2273.9

Includes continuing and discontinued operations



Consolidated cash flow statement
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EUR mill. Note 1.1.-31.12.2016 1.1.-31.12.2015
CASH FLOWS FROM OPERATING ACTIVITIES

Profit/loss for the period -3.2 -175.0
Adjustments for:

Depreciation, amortisation and impairment losses 59.2 89.1
Gains (-) and losses (+) of disposals of fixed assets and other non-current assets -1.1 1.1
Interest and other financial expenses 23.9 27.0
Interest income -0.8 -1.1
Income taxes 12.7 15.1
Other adjustments 0.7 -24.1
Working capital changes:

Increase (-) /decrease (+) in inventories -2.8 73.0
Increase (-) / decrease (+) in trade and other current receivables -4.1 47.0
Increase (+) / decrease (-) in current liabilities -15.5 -11.2
Interest expenses paid -16.6 -17.8
Interest received from operating activities 0.8 0.8
Other financing items from operating activities -1.4 =15
Income taxes paid from operating activities -10.3 -5.1
Net cash from operating activities 41.5 17.2
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of tangible and intagible assets -40.2 -53.9
Proceeds from sale of tangible and intangible assets 7.0 0.9
Acquisition of subsidiaries, net of cash acquired -0.3
Loans granted -7.0
Dividends received from investing activities 0.1 0.1
Net cash used in investing activities -33.2 -60.3
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of hybrid bond 8u.3
Proceeds from current liabilities 230.5 218.0
Repayment of current liabilities -217.9 -207.4
Proceeds from non-current liabilities 105.7 51.2
Repayment of non-current liabilities -127.1 -112.9
Payment of finance lease liabilities -0.2 -0.6
Net cash used in financing activities -8.9 32.7
NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS -0.5 -10.4
Cash and cash equivalents at the beginning of the period 19.1 29.3
Cheque account with overdraft facility -4.1 -4.1
Cash and cash equivalents at the beginning of the period 15.0 25.3
Net increase/decrease in cash and cash equivalents -0.5 -10.4
Effects of exchange rate fluctuations on cash held 0.0 0.2
Cash and cash equivalents at the end of the period 20.2 19.1
Cheque account with overdraft facility -5.7 -4.1
Cash and cash equivalents at the end of the period 20 14.5 15.0

Includes continuing and discontinued operations
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Consolidated statement of changes in equity

€ & Z ) %D
2 g S : qg)— c c v 2 .?_2
§ 2 £, », 93 & 2! 3s 3 =
e g, 52 g ¥ 3 w§ £f E g ¢ -
EUR mill & &S5 &3 £8 &% 8 &5 Es T 8 SE 8
EQUITY 1.1.2015 1lun.1 186.1 3.4 250.4| 43.9 -5.9 138.3 760.4 0.0 760.4
Profit/loss for the period -175.0 -175.0) -0.0 -175.0
Remeasurement gains/losses on 0.0 0.0 0.0
defined benefit pension liability
Changes in revaluation surplus 378.5 378.5 378.5
(IAS 16)
Exchange differences on translating 1.6 1.6 1.6
foreign operations 2)
Cash flow hedges 2) -2.8 -2.8 -2.8
Total comprehensive income for 378.5| -2.8 16| -175.1 202.2 202.2
the period, net of taxes
Proceeds from hybrid bond 85.0 85.0 85.0
Hybrid bond expenses -0.7 -0.7 -0.7
Other changes 1) -9.6 9.6 0.0 0.0
Total transactions with owners -9.6 9.6 8u.3 8u.3 8u.3
EQUITY 31.12.2015 1441 186.1| 368.9 0.6 250.4| 43.9 -4.3 -27.1 84.3]| 10u6.9 1046.9
I 3‘ oo
© E c % g’ § . 2 %
E‘ g 2 o &L g % -5 3 T u _§ =
O o Sw| co R 9 % < @ &b 5 =
ol oo| 83| me| gEl s w§| §f 2 iy y:
EUR mill 5 &S| &3 28| 28 | 25| Es T 8| SE 8
EQUITY1.1.2016 11| 186.1| 368.9| 0.6 250.4| 439 -u.3| -27.1| 8u3| 1046.9 1046.9
Profit/loss for the period -3.2 -3.2 -3.2
Changes in revaluation surplus 38.6 38.6 38.6
(1AS 16)
Exchange differences on translating -2.9 -2.9 -2.9
foreign operations 2)
Cash flow hedges 2) 0.8 0.8 0.8
Total comprehensive income for 38.6 0.8 =22 =52 33.4 33.4
the period, net of taxes
Other changes 1) -9.2 9.2 0.0 0.0
Total transactions with owners -9.2 9.2 0.0 0.0
EQUITY 31.12.2016 1441 186.1| 398.3 1.5 250.4| 43.9 -7.2 -21.1 84.3]| 1080.3 1080.3

1) Ayearly transfer of the difference between depreciation based on the revalued carrying amount of buildings and depreciation based on the building’s
original cost.

2) Notes 11,21

Includes continuing and discontinued operations



Notes to the
consolidated financial
statements

1. Accounting policies used in the
consolidated financial statements

Basic information on the company

The Group’s parent company is the Finnish public listed
company Stockmann plc, which is domiciled in Helsinki;
its registered address is Aleksanterinkatu 52, 00100
Helsinki. The Group’s primary field of business is retailing.
The parent company’s shares are listed on the Helsinki
exchange (Nasdaq Helsinki Ltd). A copy of the
consolidated financial statements is available at the
internet address www.stockmanngroup.com or from the
parent company.

General

Stockmann’s consolidated financial statements have been
prepared in accordance with International Financial
Reporting Standards (IFRS), complying with the IAS and
IFRS standards and IFRIC and SIC interpretations in force
on 31 December 2016. In the Finnish accounting legislation
and the regulations issued pursuant to it, International
Financial Reporting Standards (IFRS) refer to the
standards and their interpretations that have been
approved for application in the EU in accordance with the
procedure stipulated in EU regulation (EC) No 1606/2002.
The notes to the consolidated financial statements are also
in accordance with Finnish accounting and company
legislation that supplements IFRS regulations. The
information in the financial statements is based on original
acquisition costs, unless stated otherwise in the
accounting policies. The financial statements are
presented in millions of euros.

As from 1 January 2016, the Group has applied the
following new and revised standards and interpretations:
The Annual Improvements to IFRSs 2012-2014, which
applies to financial periods beginning on or after 1 January
2076. In the Annual Improvements process, minor and
non-urgent amendments to standards are compiled into a
single package and applied once a year. The amendments
cover four standards. The impacts of the amendments vary
by standard, but they are not significant.

Amendments to IAS 1 Presentation of Financial
Statements - Disclosure Initiative, effective in financial
periods beginning on or after 1 January 2016.

The amendments clarify the IAS 1 guidelines regarding
materiality, disaggregating line items in the balance sheet
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and in the statement of profit and loss, presentation of
subtotals, the structure of the financial statements and
accounting policies. The amendments to the standard
have not affected the presentation of the consolidated
financial statements.

Amendments to IFRS 11 Joint Arrangements — Accounting
for Acquisitions of Interests in Joint Operations, which
applies to financial periods beginning on or after 1 January
2016. The amendments to the standard require the
application of accounting for business combinations for
acquisitions of an interest in a joint operation when the
operation constitutes a business. The amendments have
had no effect on the consolidated financial statements.

Accounting policies requiring management’s
judgment and key sources of uncertainty
concerning estimates

In preparing the consolidated financial statements in
accordance with IFRS, certain estimates and assumptions
concerning the future need to be made. The actual
amounts can differ from the estimates and assumptions.
The estimates and assumptions presented in the financial
statements are based on management’s best knowledge
at the financial statements date. These influence the
amounts of assets and liabilities in the statement of
financial position, the contingent items presented and the
income and expenses for the financial period. In addition,
judgment has to be used in applying the accounting
policies used in the financial statements.

The most significant areas where management has
exercised judgment when applying the accounting policies
are related to determining depreciation periods and
classifying asset items as held for sale or discontinued
operation, as well as in classifying the hybrid loan as equity
and joint arrangements as joint operations.

The management has exercised judgment during the
financial period when translating the functional currency of
the Group’s Russian real estate operations to the rouble
from the euro that was previously used. The change was
implemented as of 1 February 2016 when the sale of the
Russian department store was completed. The effect of
the change of the functional currency was treated non-
retroactively, meaning that all items were translated from
euros to roubles using the exchange rate prevailing on the
date when the functional currency was changed. The
arising non-monetary items are treated as the amounts
based on their original acquisition costs. The change had
no impact on the Group’s equity.

Judgment has also been exercised when classifying a
property used by the Group for its own purposes as an
investment property. Since the completion of the sale of
the Russian department store business, the Nevsky Centre
shopping centre property in St Petersburg has no longer
been used by the Group for its own retail or administrative


http://www.stockmanngroup./

purposes; instead it is being held for lease income and
appreciation in value. As of 1February 2016, the Group has
classified the Nevsky Centre shopping centre property as
an investment property in accordance with IAS 40. The
investment property is recognised at fair value on the
balance sheet. The fair value of an investment property is
the price at which the property could be exchanged
between knowledgeable, willing parties in an arm's length
transaction. Investment properties are not depreciated, but
any gains or losses due to changes in fair value are
recognised through profit or loss for the period during
which they arise.

The principal assumptions concerning the future and the
main uncertainties relating to estimates at the end of the
reporting period that constitute a significant risk of causing
a material change in the carrying amounts of assets and
liabilities within the next financial year concern the fair
values of properties, inventories and provisions, as well as
the impairment testing of goodwill and the Lindex brand.
More detailed information on these is provided in notes
13,1418 and 24.

Principles of consolidation

The consolidated financial statements include the parent
company, Stockmann plc, as well as all the companies in
which the parent company holds, either directly or
indirectly, over 50 per cent of the number of votes
conferred by the shares or over which the parent company
otherwise has control. The criteria for control are fulfilled
when the Group is exposed, or has rights, to variable
returns from its involvement with an entity and has the
ability to affect those returns through its power over the
entity.

Inter-company share ownership within the Group has
been eliminated using the acquisition method, according
to which the consideration transferred and all the
identifiable assets and liabilities of an acquired company
are measured at fair values at the date of acquisition.
Goodwill is recognised as the amount by which the
combined total of the consideration transferred the non-
controlling interests in the acquisition and the previous
ownership interest exceeds the fair value of the acquired
net assets. Intra-Group transactions, receivables, liabilities,
unrealised margins and internal distribution of profits are
eliminated in the consolidated financial statements. The
profit or the loss as well as the comprehensive income for
the financial period are distributed to the parent
company’s owners and to non-controlling interests. Non-
controlling interests are presented as an individual item in
the Group’s equity. Acquired subsidiaries are presented in
the consolidated financial statements from the moment
that the Group gains control and divested subsidiaries up
to the time the control ends. Changes in the parent
company’s ownership interest in a subsidiary, which do
not lead to loss of control, are dealt with as equity
transactions.
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Joint arrangements in which Stockmann and another
party, on the basis of an agreement or the Articles of
Association, have rights to the assets and obligations for
the liabilities of the joint arrangement are dealt with as joint
operations. The shares in real estate companies that fulfil
the criteria of being a joint operation in the Group
company have been dealt with as joint operations in the
consolidated financial statements. The consolidated
financial statements include Stockmann’s share of the
joint operations’ income, expenses and items of other
comprehensive income, and assets and liabilities, from the
date when joint control was obtained up to the date when
it ends. The Stockmann Group does not have any joint
ventures or associates.

Segment reporting

The Stockmann Group’s reportable segments are Fashion
Chains (Lindex), which engages in the fashion trade,
Stockmann Retail, which engages in the department store
trade and distance retailing, and the Real Estate segment,
which manages the use of space in the properties owned
by the Group. Unallocated items include functions serving
the entire Group.

The segment information presented by the Group is based
on the management’s internal reporting, in which the
measurement principles for assets and liabilities accord
with IFRS regulations. The highest level of operational
decision-making is vested in the Group’s CEO, who
regularly examines the operational performance of the
divis