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DEN GROUP OY

DEN Group offers housing and multipurpose premise
solutions to consumers, small businesses and investors.
It is the leading company in the area of design,
construction and maintenance of premises and brings
together the top experts in homes, multifunctional
premises and services in its field.

On the closing date, the group consists of the parent
company DEN Group Oy and its operational arms
Den Finland Oy and Den Sweden AB.
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In the year of streamlining of operations,
revenue decreased, while EBITDA
remained at the previous year’s level

During 2019, the group carried out
major structural changes and focused
on improving profitability and reducing
the amount of working capital committ-
ed to operations. In 2019, DEN Group’s
revenue decreased by 8.4% to EUR
178.0 million from the previous year’s
EUR 194.4 million. EBITDA-% improved
slightly, while the amount of EBITDA in
euro remained almost at the previous
year’s level. Cash flow from operating

activities increased to EUR 23.5 million

Revenue

m. EUR

(EUR -14.7 million) in the financial year,
mainly due to changes in working capi-
tal. Due to restructuring and reorgani-
sation, the number of employees dec-
reased by 17% and was 457 at the end
of the financial year (12/2018: 548). As
a result of the above measures, signifi-
cant savings in fixed costs were achie-
ved, and the full effect of these will be

reflected in the 2020 financial year.

Operating cash flow

m. EUR

DEN Group manufactures homes under
the Designtalo and Finnlamelli brands
and Den Finland Oy and K-rauta’s co-
brand Ainoakoti. It also offers multifun-
ctional business and storage premises
under the Talliosake and Talli brands.

In addition, DEN Group offers building
systems services (DEN Tekniikka),
earthworks construction services (Poh-
janTeko), and earthworks and construc-
tion planning and engineering services
(PohjanGeo).

personnel






Main events during the
financial period

In February, DEN Group initiated
cooperation negotiations to imp-
rove its profitability and cost-effe-
ctiveness. The group sought ways
to improve profitability in all its
operations. The integration process
of DEN Group, which was formed
following the business acquisitions
of 2017 and 2018, was completed,
and the organisation was adjusted
to better meet the group’s business
needs. Cooperation negotiations
led to the termination of approxi-
mately 60 employment relation-
ships with DEN Group.

In 2018, a framework agreement
was signed with Taaleri Private
Equity Funds Ltd on the establish-

ment of the Taaleri Tallikiinteistot

fund. The fund’s objective is to
invest its funds in the Talliosake
properties in Finland and Sweden.
At the end of 2019, the owner-
ship of the first Talliosake and Talli
properties was transferred to the
Taaleri fund in Finland and Sweden.
In addition, preliminary agreements
have been signed on several other
properties, and several properties
are expected to be transferred to
the fund during 2020.

In November 2019, DEN Group
started another round of coopera-
tion negotiations, with the aim of
adjusting the company’s current
operating and management structu-
re. The negotiations led to the ter-
mination of around 10 employment

relationships.
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Business operations

DEN Group operates in three business areas
(Homes, Multifunctional Premises and
Services), in which it is the leading compa-
ny in selected segments. The company has
a diverse and extensive service portfolio. In
construction projects, Den Finland Oy acts
as the coordinator and the construction work
takes place in collaboration with subcont-
ractors and suppliers in the cooperation
network on a customer-owned plot (Design-
talo, Ainoakoti, Finnlamelli, House+Plot) or
on a plot owned by a real estate company

established by the company (Talliosake, Talli).

The timber-structure wall elements and log
frames are manufactured at the company’s
own factory, while other required elements
and construction performances are primarily
sourced from suppliers and subcontractors.
The delivery also includes the implementati-
on of the building systems technology, which

is carried out within the group.

Homes

DEN Group is the market leader in the move-in
ready single-family homes in Finland.

Of the brands, Designtalo is the pioneer in the
customised move-in ready single-family home
segment. Designtalo and Ainoakoti homes are
move-in ready or partially prefabricated tim-
ber-frame houses that are marketed, sold and
constructed for consumer customers, as well

as professional constructors and developers.

The company is also the world’s leading
developer of the laminated log technology, and
markets, sells and manufactures move-in

ready or partially prefabricated single-family log
homes and holiday homes to consumer custo-
mers under its Finnlamelli brand. In addition, it
delivers log-manufactured schools and day care
and other buildings to public- and private-sec-
tor customers. In 2019, the market share of log
house construction in the Finnish single-family

home segment increased to nearly 20%.
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Multifunctional Premises

DEN Group, with its Talliosake brand, is
the market leader in its property market
segment in Finland. The Talliosake bu-
siness concerns developer contracting
projects, where the group designs and
constructs the sites on its own land
and then sells or leases the complet-
ed premises to consumer customers,
businesses and investors. The premi-
ses are used for storages, recreational
spaces and other purposes, depending
on the zoning and building regulations.
Talliosake properties are also property
investment objects. Talliosake has also
invested heavily in the development of
its rental, property management and
service business. Talliosake is also a
registered real estate agency, which can
help investors to determine the correct
rent level, find a suitable tenant for the
premises and sign the lease on behalf

of the investor.

Services

In the Services business area, Pohjan-
Teko provides expert and earthworks
construction services to customers
within the DEN Group, as well as to ex-
ternal companies and the public sector.
PohjanGeo is an engineering company
specialising in design and consulting
work related to geotechnical enginee-
ring, foundation engineering and storm
water management. It offers its services
for infrastructure construction, hou-
sing construction, industry and zoning

needs.

With the earthworks services, DEN ho-
mes are available as complete turnkey
deliveries. Customers have the option
to source all design and construction
services related to the construction of
a single-family home from foundation
construction to move-in ready from a

single provider.

DEN Tekniikka provides building
systems services, such as design,
construction and HVAC services,

to building companies. Its efficient
implementation process guarantees a

high-quality result to the customer.

The purpose of the operational orga-
nisation with diverse expertise is to be
able control the entire supply chain of
customer projects from sale and de-
sign to earthworks construction, ma-
nufacturing, worksite construction and
HVAC technology, right to the end of
the guarantee period. This means that
the group can control all the stages of
implementation of the customer proje-
ct, with the support of its established
business partners. Our operations are

guided by our customer-oriented focus.
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Financial development of DEN Group

Revenue

Revenue, change from previous year

EBITDA

Operating profit

Operating margin

Profit for the period

Profit for the period, % of revenue
Return on equity (ROE)

Return on capital employed (ROCE)
Equity ratio

Net gearing

Net gearing excluding the company
loans of real estate companies

EUR 1,000

%

EUR 1,000
EUR 1,000
%
EUR 1,000
%
%
%
%

%

%

2019

178 016

-8,4 %

4 548
-28 934
-16,3 %

-30 225

-17.0 %

-29,8 %
-19,2 %
55,8 %

45,4 %

25,6 %

2018

194 352

32,8 %

4 861
865
0.4 %

2 014

10%

18 %
0,5 %
55,8 %

53,5 %

26,6 %

2017

146 351

974 %

4 974
2134
15%

819

0,6 %

1,1%
2,8 %
59,3 %

337 %

15,8 %

Return on equity (ROE), (%) 100 x
Return on capital

employed (ROCE), (%) 100 x
Equity ratio (%) 100 x
Net gearing (%) 100 x

Profit for the period

Equity (average)

Profit before taxes + Interest expenses

and other financial expenses

Balance sheet total - Non-interest-bearing

liabilities (average)

Equity

Balance sheet total-Advances received

Interest-bearing liabilities-Cash and
cash equivalents and interest-bearing

liabilities

Equity
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In 2019, the group’s revenue decrea-
sed (by 8.4%), amounting to EUR 178.0
million (194.4).

In 2019, EBITDA was EUR 4.6 million
(4.9), or 2.6% (2.5) of revenue.

The group was formed following
several business acquisitions complet-
ed in 2017 and 2018. The growth
assumptions and profitability planned
in the context of the acquisitions have
not been realised as expected. Syner-
gies have not been achieved either

to the extent or within the time frame
envisaged. An impairment loss of EUR
29.1 million was recognised as a result
of an impairment test. The impairment
recognised is presented in the income
statement under the items of deprecia-

tion and impairment.

The abovementioned impairment loss

also turned the consolidated operating

result into a loss of EUR -28.9 million
(0.9).

The operating result excluding impair-
ment was EUR 0.2 million. The consoli-
dated loss for the period was EUR -30.2
million (2.0).

The revenue of the Homes business
area decreased by 6.3% compared with
the previous year, amounting to EUR
113.2 million (120.8). The revenue of
the Multifunctional Premises business
area decreased during the year by 3.3%,
totalling EUR 55.5 million (57.4).

A small proportion of the consolidated
revenue was attributable to the sale of
building systems services and prefabri-
cated products to external customers.
The rental and property management
business grew strongly, but its share of

total revenue is small.



Equity

m. EUR (116,5)

Equity ratio

(55,8%)
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Financial position and

financing

The consolidated balance sheet total at
the end of the financial period amounted
to EUR 164.2 million (216.9). The total
equity at the end of the financial period
amounted to EUR 86.3 million (116.5).
Equity ratio was 55.8% (55.8%). The
amount of interest-bearing liabilities in
the consolidated balance sheet totalled
EUR 45.7 million (66.1). Net gearing was
45.4% (53.5%). The company loans of the
group’s real estate companies are recogni-
sed in interest-bearing liabilities and total-
led EUR 17.1 million (31.4) at the end of

the financial period.

The consolidated net financial expenses
for the period were EUR -1.6 million (0.3).

At the end of the year, the group had

access to a loan facility of EUR 17 million,

divided into a credit line of EUR 10 million
and a credit facility of EUR 7 million, ear-
marked for the purchase of plots for Talli-
osake premises. At the end of 2019, a total
of EUR 3.6 million of the latter credit facility
was committed, and EUR 0.1 million of the

credit line was committed for guarantees.

The consolidated cash flow from operating
activities was EUR 23.5 million (-14.7). Liqui-
dity remained at a good level in the group

throughout the period.

The Talliosake business concerns develo-
per contracting projects, where the group
designs and constructs the sites on its own
land or on leased land and then sells or lea-
ses the completed premises to customers.
This operating model has a significant im-

pact on the group’s balance sheet structure.



Personnel

The number of personnel employed
in the group totalled on average 503
(2018: 536; 2017: 394). At the end
of the financial period, the number of
personnel was 457 (2018: 548; 2017:
469). Personnel expenses totalled
EUR 31.1 million (2018: 30.9; 2017:
24.5). 63% of the personnel were
salaried employees and 37% worked

at factories and construction sites.

During the financial year, the compa-
ny invested heavily in the develop-
ment of the group’s HR management
and corporate culture and harmo-
nised its existing HR management

practices and developed new ones.
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The group has
invested heavily
in consumer
research.

Research and development

The group’s R&D activities continued
strongly. For example, the group studi-
ed and developed new options for the
structural reinforcement of single-family
homes and a waterproof floor element
suitable for utility rooms. The Feel5D
tool was customised for utilising pre-
vious model ranges and sketches in
sales. For the construction segment, a
documentation tool was developed to
sign off various construction stages and
document the progress using photo-
graphs. To facilitate occupational safety
reporting, the Insta Audit tool was cus-
tomised to enable the monitoring and
reporting of accidents and incidents in
the group, and to carry out occupational
safety measurements (TT and TR measu-

rements).

The group has acquired design rights to its
safety scaffolding and platform solutions, te-
chnical space floor element, combined pillar
footing/base plate solution, and supply air

regulation system.

The group has invested heavily in consumer
research to enhance its service brands and
to differentiate them from each other and

from the other brands in the industry.

The Designtalo and Finnlamelli model ran-
ges were also developed during the financial
period. In May, Designtalo launched the new
Nordic range, which combines ease and
safety of living. The aim is to better meet
the consumers’ changed needs (e.g. smaller
apartments/homes, tightly built neighbour-
hoods, facades suitable for different environ-

ments).
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The renewed model range also includes several solutions that make

consumers’ everyday lives easier, such as the keyless Designtalo homes.

In the spring of 2018, the group launched the non-settling Ryhti log
frame for use in its Finnlamelli products. The purpose of the solution

is to eliminate the settling of the frame, which is typical for log frames.
The Ryhti log frame is used by default in all Finnlamelli move-in ready
and turnkey deliveries in Finland. In the case of deliveries of single-fami-
ly homes, the Ryhti log frame is available as a forward-fit element. The
experiences gained of the new frame in 2018-2019 have been positive.
In the future, the group will also deliver its non-settling Ryhti frames for
the export markets, once it first establishes a network of certified Ryhti

log frame installers in its distribution network.

In December 2019, as the first family home manufacturer in the Finnish
market, Designtalo introduced a new single-family house solution that
enables the homeowner to ensure the carbon neutrality of their home
throughout its life cycle, from construction to demolition. The new
ECOZ2 package is available for all Designtalo models. ECO2 homes are
built using a special eco-structure. It is designed to save the environ-
ment as much as possible. Depending on the selected heating method,
ECO2 homes have the potential to reduce carbon emissions by up to

25% during the life cycle of the building.
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Environment

Matters related to climate, the environ-
mental and energy play a key role in
the construction of homes and multi-
functional premises of the future. The
group has made plans to monitor and
measure its carbon footprint concer-
ning its construction activities and use
of premises. The group is participating
in a joint project in the single-family
home industry which is piloting the
application of carbon footprint calcu-
lations. Energy-efficiency will be one
of the key indicators that steer deci-
sion-making. The group keeps up with
industry requirements and develops its

operations accordingly.

The timber-framed move-in ready sing-
le-family homes and multifunctional
premises constructed by Den Finland

Oy absorb carbon and can be recycled

at the end of their useful life. Waste
recovery and recycling are taken into
account in all key processes of the com-
pany. An efficient production process
aims to eliminate surplus and waste as
far as possible. The operating proces-
ses are actively developed to ensure
that the operations and end-products of
the company place a minimum burden
on climate and the environment. Was-
te handling during construction is the
responsibility of the customer. However,
Den Finland Oy offers to its customers
worksite waste handling services as

an additional service via a cooperation
partner. The company does not use any
environmentally harmful substances, and
its production processes do not place

an unusual burden on the environment.

Finnlamelli log homes constructed by

Den Finland Oy are considered healthy
living environments, particularly due to the
good indoor air quality in these homes. Log
adjusts well to natural variation in moisture
and temperature conditions, which is why
the living conditions in log homes remain
balanced throughout the year. The market
share of log-manufactured single-family ho-
mes has increased for several consecutive
years. According to the most recent sur-
vey carried out by the Building Information
Foundation RTS, in 2018 already every fifth
new single-family home in Finland is built
from log. The company operates according
to the principles of sustainable develop-
ment. The majority of the timber and log
used is certified wood. Wood by-products
generated in connection with the log pro-
duction process are used in the generation
of heat for the company’s own purposes,

or sold as fuel to external operators.
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Risks and
uncertainties

The group identifies, assesses, manages
and monitors its risks at business area
and at group level. All major risks are
classified into strategic, operational, lia-

bility, financial and environmental risks.

Risks related to the general economic
development include, consumers’ trust
in their personal finances, trust of
businesses, competitive situation in the
markets, availability of mortgages and
loans for real estate companies, deve-
lopment of interest rates for mortga-
ges, and general unemployment rate.
A significant share of the group’s
customers are private individuals,
but the group has also extended its
customer base to private businesses

and real estate investors.
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The group aims to manage changes in
the market and consumer behaviour by
monitoring the customer satisfaction
and results of consumer surveys, as
well as by offering a wide range of ser-
vices expected by the group’s different

customer segments.

Other business environment risks inclu-
de municipal planning policies, availabi-
lity of plots, development of regulations
concerning single-family homes, future
living costs related to single-family ho-
mes, and development of building
regulations. The group aims to anti-
cipate and manage these challenges

by participating in the activities of the
industry representative organisations
and other industry associations and
collaborating with the authorities. For
example, Den Finland Oy is a member
of the Finnish Association for Manu-

facturers of Prefabricated Houses and

the Log House Industry Association.
The operational risk management ta-
kes place via the company’s carefully
specified and controlled delivery chain,
which covers all the company opera-
tions, as well as the related ERP sys-
tem. The group companies have prepa-

red for operational risks by obtaining

sufficient insurance for their operations.

Occupational safety and its quality are
managed through guidelines, instruc-
tions and surveillance concerning the
incident frequency rate and other quali-
ty indicators, as well as through trai-
ning, ensuring the safety of the working
environment and tools, and quality
certificates and quality control. In futu-
re, the emphasis in occupational safe-
ty will be more on anticipation based
on safety observations and corrective

measures.

Data and information management
plays a key role in the management of
the group’s risks. Data systems are criti-
cal in terms of efficient internal surveil-
lance, as several surveillance methods
are based on information technology.
ICT and data security risks are mana-
ged, for example, by ICT process de-

sign and user access management.

The most significant financial risks
concern risks related to the availability
of funding and balance sheet risks. The
Talliosake business concerns developer
contracting projects, and this operating
model has a significant impact on the
group’s balance sheet structure. The
group aims to manage its balance sheet
risks by analysing the market situation
of initiated projects and their locations
and segments, by only initiating proje-
cts with a sufficient sales or reservati-
on rate, and by monitoring its balance

sheet.



The group companies have significant amounts of loan financing,
part of which is subject to a variable interest rate. Den Finland Oy
has hedged some of its loan positions with interest rate swaps, ai-
ming to prevent the impacts of interest rate fluctuations on the com-

pany’s result and financial position.

The majority of the sale and purchase transactions are disclosed in
euro. The group is exposed to a foreign exchange risk concerning
the Swedish krona due to the Talli business in Sweden. As the busi-

ness expands, this risk is also likely to increase.

An essential element of the operations of Den Finland Oy is the
guarantees given to customers regarding the end-product. In addi-
tion, the ten-year liability for structural designs set out in the relevant
building regulations also applies to the company’s operations and
end-products. In the case of the above, the liability of the company’s
is towards its customers. The group has prepared for guarantee and
repair risks by booking a guarantee provision on the basis of the pre-
vious years’ outturn data. The group also requires its suppliers and

subcontractors to prepare for corresponding guarantee liabilities.
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Governance

The group strives for open, transparent
and responsible governance and ma-
nagement. We are committed to good
governance by complying with existing
legislation and our Articles of Asso-
ciation. The group also has approved
ethical guidelines and other internal

policies in place.

Members of the Board of Directors of
DEN Group Oy:

1 January 2019-9 May 2019
Saku Sipola (Chair), Tuomo Raasio,
Antti Karppinen, la Adlercreutz, Anu

Tuomola and Kari Neilimo

9 May 2019-31 December 2019
Saku Sipola (Chair), Tuomo Raasio,
Heikki Lahtinen, Jan Mattlin, Anu

Tuomola and Kari Neilimo

The group
strives for open,
transparent and
responsible
governance and
management.

Starting from 1 January 2020
Saku Sipola (Chair), Heikki Lahtinen,
Jan Mattlin, Anu Tuomola and Kari

Neilimo

The Board of Directors has established
an audit committee and a nomination
and remuneration committee to assist

its work.

At the end of 2019, the Corporate Ma-
nagement Team comprised the follo-
wing persons:

Jaakko Taivalkoski (CEQO), Dennis Roiko-
nen (CFO), Markus Alitalo (CBO, Talli-
osake), Jarmo Huhtala (CBO, Designta-
lo), Markku Uotinen (CBO, Finnlamelli).

At the time of the signing of the financial
statements, the Corporate Management
Team comprised the following persons:
Pasi Tolppanen (CEQO), Dennis Roikonen
(CFO), Markus Alitalo (CBO, Talliosake),
Jarmo Huhtala (CBO, Designtalo),
Markku Uotinen (CBO, Finnlamelli).

The auditor was Deloitte Oy and the au-

ditor-in-charge was APA Eero Lumme.



Company
shares

At balance sheet date, the share capital
totalled EUR 65,002,500.00. The number of
shares was 18,032,210. The company has one
share class and all shares have the same right
to dividend and company assets. The trading
on the company shares is restricted by the
redemption clause and the acquisition of com-
pany shares by the consent clause set out in

the Articles of Association.

The Annual General Meeting held on 7 June
2018 authorised the Board of Directors to de-
cide on a share issue. The Board of Directors
was authorised to issue at most 400,000 new
company shares. The Annual General Mee-
ting also authorised the Board of Directors

to decide on the terms and conditions of the
share issue. The authorisation was maintain-
ed by the Annual General Meeting held on 9
May 2019.
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Events after the financial year and an
estimate of the likely future developments

Pasi Tolppanen was appointed as the new
CEO of the group, starting from 10 Feb-
ruary 2020.

At the time of the signing of the finan-
cial statements, the coronavirus pan-
demic is rapidly spreading around the
world. Stock markets have collapsed
since the turn of the year, and eco-
nomic forecasts have been lowered.
Economic development is difficult to
assess. According to some forecast
scenarios, economic development will
slow or decrease to some extent over
the next few months and the next year.
More pessimistic forecasts suggest
that the economy may decline signifi-
cantly in the coming months and year.
The possible spread of the disease and

prolonging of the epidemic could have

a significant impact on business and the
economy. The weakening of the econo-
my, people’s concerns about their per-
sonal finances and the sustainability of
jobs will probably affect the company’s
business and finances at least during

the current operating year.

On 17 March 2020, DEN Group initiat-
ed a cooperation procedure to improve
its profitability and cost-efficiency. The
negotiations are based on the uncer-
tainty caused by the coronavirus and
possible interruptions and cancellations
in sales, design, orders, manufacturing,
construction, HVAC installations and ear-
thworks services. At most, the coopera-
tion procedure may lead to temporary
lay-offs of DEN Group employees for a
period of at most 90 days.

At the time of the signing of the fi-
nancial statements, the effects of the
coronavirus on the operations of DEN
Group have so far been limited. In
future, the coronavirus may affect the
group’s operations - for example, by
closing construction sites due to seve-
ral cases of illness or mobility restric-
tions. The spread of the epidemic could
reduce the demand for products - for
example, due to the general uncertain-
ty, increased unemployment and the

reduced availability of financing.



The group management aims to prepare for all
identifiable material risks by planning alternati-
ve measures to maintain operations. The nature
of the business means the group can adjust its
cost structure and working capital to possible
strong changes in demand resulting from the
coronavirus. Pandemic-related factors may have
a significant impact on the company’s opera-
tions, but at this stage it is difficult to estimate
the size and timing of the potential impact on
the consolidated result and financial position of

the group in the future.

The company’s management is actively monito-
ring the situation and assessing the impact of
the above factors on the consolidated revenue
and profit and loss, as well as on the valuati-

on of assets in the balance sheet, especially
items requiring management discretion such as
goodwill, during the 2020 financial year. Ac-
cording to the company’s understanding, the
company can secure sufficient financial resour-
ces and funding to ensure the continuity of its

operations.
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Boards of
Directors’
proposal for the
distribution of
profit

The parent company’s loss for the year

totalled EUR 29,107,252.79, and distributable funds
amounted to EUR 6,493,541.21. The Board of
Directors proposes to the Annual General Meeting
that the profit for the period be transferred in full
to the company’s profit/loss account and that no
dividend be distributed.

Helsinki, 31 March 2020,

DEN Group Oy

Board of Directors



CONSOLIDATED
FINANCIAL
STATEMENTS
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CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME (IFRS)

1 Jan- 1 Jan-
EUR 1,000 Note 31 Dec 31 Dec

2019 2018
Revenue 1 178 016 194 352
Other operating income 2 44 205
Changes in inventories of finished
goods and work in progress =10 Ok L7 s
Raw materials and consumables 66581  -95940
used
External services -51 659 -60 945
Personnel expenses 5 -31 065 -30 908
Other operating expenses 3,6 -14 168 -19 668
EBITDA 4 548 4 861
Depreciation and amortisation 4 -33 482 -3 996
Operating profit -28 934 865
Financial income 18 1690
Financial expenses -1 582 -1 393
Finance expenses (net) 7 -1 564 297
Profit/loss before taxes -30 498 1163
Income taxes 8 273 852
PROFIT FOR THE PERIOD -30 225 2014

1 Jan- 1 Jan-
EUR 1,000 Note 31 Dec 31 Dec
2019 2018
Earnings per share
Basic earnings per share (EUR) -1,68 0,11
Diluted earnings per share (EUR) -1,68 0,11
Total income for the period is
attributable to:
Equity holders of the parent )
company 30 225 2014
Other comprehensive income
ltems that may later be recognised
in profit and loss
Translation difference 3 1
TOTAL COMPREHENSIVE
INCOME FOR THE PERIOD e e
Total income for the period is
attributable to:
Equity holders of the parent 30 222 5015

company
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CONSOLIDATED BALANCE SHEET (IFRS)

EUR 1,000 Note 31.12.2019 31.12.2018
ASSETS

Non-current assets

Goodwill 10 87 911 117 028
Intangible assets 10 6 316 7 745
Property, plant and

equipment 11 7 133 7 164
Other receivables 88 125
Deferred tax assets 12 2 156 2 074
Total non-current assets 103 603 134 135
Current assets

Inventories 13 44 667 59 965
Trade receivables 14 7 576 13 364
Loans 14 0 3
Other receivables 14 606 2128
Advances and accrued

income 14 954 2103
Income tax receivables 14 302 602
Cash and cash

equivalents 15 6 498 3679
Total current assets 60 603 81 845
Non-current assets held o7 0 945
for sale

TOTAL ASSETS 164 207 216 926

EUR 1,000 Note 31.12.2019 31.12.2018
EQUITY AND LIABILITIES

Capital attributable to equity holders

of the parent company

Share capital 16 65 003 65 003
Invested non-restricted equity reserve 16 34 151 34 151
Translation difference 16 4 1
Retained earnings 16 -12 854 17 371
56303 116525
Total equity 86 303 116 525
Non-current liabilities

Deferred tax liabilities 12 1224 1480
Provisions 17 1 050 1231
Financial liabilities 18 16 711 19 203
Other non-current liabilities 19 4 675 6 094
Total non-current liabilities 23 660 28 008
Current liabilities

Trade payables 19 6 731 7 688
Other current liabilities 19 5298 10 682
Advances 19 9 574 7 955
Income tax liabilities 19 0 203
Provisions 17 880 734
Financial liabilities 18 23169 38 914
Accrued liabilities 19 8 591 6 218
Total current liabilities 54 243 72 393
Total liabilities 77 904 100 401
TOTAL EQUITY AND LIABILITIES 164 207 216 926
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CONSOLIDATED CASH FLOW STATEMENT (IFRS)

EUR 1,000 2019 2018
Cash flow from operating activities
Profit for the period -30 225 2014
Adjustments:
Depreciation and amortisation 33482 3996
Fair value allocation of inventories 0 3086
Other adjustments 246 1367
Financial income and expenses 1564 -297
Proceeds/losses from sale of property, plant
and equipment and intangible assets L -
Taxes -273 -852
Cash flow before changes in working capital 4793 9 310
Changes in working capital:
Change in trade and other receivables 8 461 3890
Change in inventories 13 313 -21 855
Change in trade and other payables -1 555 -2 041
Changes in working capital 20 219 -20 006
Interest paid -1 610 -1162
Interest received 18 35
Taxes paid 33 -2 889
-1 559 -4 016
Net cash from operating activities 23 453 -14 712

EUR 1,000 2019 2018
Cash flow from investment activities

Payment for acquisition of subsidiaries and 0 2362
businesses, net of cash acquired

Investments in intangible assets and in

property, plant and equipment -1305 -2 628
Proceeds from sale of property, plant and 1 4
equipment and intangible assets

Net cash from investment activities -1 304 -4 986
Cash flows from financing activities

Loans drawn 420 5 976
Loans repaid -4 293 -5 604
Change in real estate company loans -14 372 11 328
Finance lease payments -1 085 -979
Share issue 0 1400
Net cash from financing activities -19 330 12121
Change in cash and cash equivalents 2 819 -7 577
Cash and cash equivalents at the beginning

of the financial period 9 e Ll 256
Cash and cash equivalents at the end of the 6 498 3679

financial period
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Invested non-

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EUR 1,000 Share capital restricted equity Tr.a e Reta!ned Total
difference earnings
reserve
Equity on 1 Jan 2018 65 003 31951 15 356 112 310
Comprehensive income for the
period 2014 2 015
Total comprehensive income (0] (0] 2014 2 015
Transactions with equity holders
Share issue 2 200 0 2 200
Transactions with equity holders,
total o 2 200 0 2 200
Equity on 31 Dec 2018 65 003 34 151 17 371 116 525
Equity on 1 Jan 2019 65 003 34 151 17 371 116 525
Comprehensive income for the
period -30 225 -30 222
Total comprehensive income (0] 0 -30 225 -30 222
Transactions with equity holders
Share issue
Transactions with equity holders,
total 0 0 0 0
Equity on 31 Dec 2019 65 003 34 151 -12 854 86 303
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NOTES

ACCOUNTING PRINCIPLES FOR
THE CONSOLIDATED FINANCIAL

STATEMENTS

DEN Group basic information

DEN Group offers housing and multi-
purpose premise solutions to consumer
customers. It is the leading company

in the area of design, construction and
maintenance of premises and brings to-
gether the top experts in multifunctio-
nal premises, homes and services in its
field. The parent company DEN Group
Oy is domiciled in Helsinki. The registe-
red address is Pakkalankuja 7, FI-01510
Vantaa, FINLAND. The business opera-
tions of the parent company are organi-

sed among its subsidiaries.

Copies of the consolidated financial
statements are available from the parent
company headquarters at Pakkalankuja 7,
FI-01510 Vantaa, FINLAND.

The Board of Directors of DEN Group
Oy adopted the consolidated financial
statements on 31 March 2020. Pursuant
to the Finnish Limited Liability Compa-
nies Act, shareholders have a possibility
to approve or reject the financial sta-
tements in a general meeting of share-
holders to be held after the publication
of the financial statements. The general
meeting of shareholders also has a pos-
sibility to make a decision on amending

the financial statements.

Accounting principles for the
financial statements

Basis for preparation

The consolidated financial statements
are prepared in accordance with the
International Financial Reporting Stan-
dards (IFRS) and by applying the IAS
and IFRS standards and their SIC and
IFRIC interpretations that were in force
on 31 December 2019. International
Financial Reporting Standards refer to
the standards (and their interpretations)
approved for application in the EU in
accordance with the procedures in the
EU regulation (EC) No 1606/2002 and

embodied in the Finnish Accounting
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Act and provisions issued thereunder.
The notes to the consolidated financial
statements also comply with the Fin-
nish accounting and corporate legisla-
tion that complement the IFRS regula-

tions.

Unless otherwise indicated, the finan-
cial information in the consolidated
financial statements is presented in

thousands of euros.

Since the transition date of 1 January
2016, the group has also started to
apply the new IFRS 15 Revenue from
Contracts with Customers and IFRS
16 Leases standards in advance of the

mandatory date of application.

Since 1 January 2018, the group start-
ed to retrospectively apply the standard
IFRS 9 Financial Instruments. In accor-
dance with the transitional provisions,
comparative figures have not been res-

tated and they comply with the group’s

previous accounting principles for the
financial statements. The adoption of
the standard did not impact the share-

holders’ equity of 1 January 2018.

The group has not adopted any new

standards since 1 January 2019.
Principles of consolidation

Subsidiaries

The consolidated financial statements
cover the parent company DEN Group
Oy and all the subsidiaries in which
the parent company directly or indire-
ctly holds more than 50% of the voting
rights or in which the group otherwise
has control. The criteria for control are
fulfilled when the group is exposed, or
has rights, to variable returns from its
involvement with the entity and has the
ability to affect those returns through
its power over the entity. Any acquired
subsidiaries are fully consolidated from

the date on which control is transferred

to the group. They are deconsolidated

from the date that control ceases.

The acquisition method of accounting
is used to account for business com-
binations by the group. The considera-
tion transferred for the acquisition of

a subsidiary comprises the fair values
of the assets transferred, liabilities
incurred to the former owners of the
acquired business, and equity interests

issued by the group.

It also comprises the fair value of any
asset or liability resulting from a contin-
gent consideration arrangement. Iden-
tifiable assets acquired and liabilities
and contingent liabilities assumed in

a business combination are measured
initially at their fair values on the acqui-

sition date.

The group recognises any non-control-
ling interest in the acquired entity on an

acquisition-by-acquisition basis either
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at fair value or at the non-controlling
interest’s proportionate share of the

acquired entity’s net identifiable assets.

Acquisition-related costs are expensed

as incurred.

If the business combination is achieved
in stages, the acquisition date carrying
value of the acquirer’s previously held
equity interest in the subject if the ac-
quisition is remeasured to fair value on
the acquisition date. Any gains or los-
ses arising from such remeasurement

are recognised in profit or loss.

Any contingent consideration is re-
cognised at acquisition-date fair value.
Pursuant to IFRS 9, any subsequent ad-
justments to the fair value of contingent
consideration considered an asset or
liability should be recognised in pro-

fit or loss, or in other comprehensive
income. Where contingent considera-

tion is classified as equity, it retains its

carrying amount, and when the consi-
deration is later paid, the payment is

recognised in equity.

Intercompany transactions, balances
and unrealised gains on transactions
between group companies are eliminat-
ed. Unrealised losses are also eliminat-
ed. Accounting policies of subsidiaries
have been changed where necessary
to ensure consistency with the policies

adopted by the group.

Property, plant and equipment

These asset values are based on origi-
nal acquisition cost less accumulated
depreciation and possible impairment

losses.

Depreciation is calculated using the
straight-line method and is based on

the estimated useful life of the asset.

Land is not depreciated. Estimated use-

ful lives for various assets are:

Buildings 20 years
Structures 5-10 years
Machinery and equipment 3-10 years
Furniture and fittings 3-8 years
IT equipment 3-5 years
Vehicles 3-8 years
Other assets 3-10 years

The assets’ residual values, depre-
ciation methods and useful lives are
reviewed, and adjusted if necessary,

in connection with each financial state-
ment to reflect changes in the expec-
tation of economic benefit. Gains and
losses on disposals of property, plant
or equipment are included in other

operating income or expenses.
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Goodwill and other intangible
assets

Goodwill

In business combinations, the excess of
the consideration transferred, amount
of any non-controlling interest in the
acquired entity, and acquisition-date
fair value of any previous equity interest
in the acquired entity over the fair value
of the net identifiable assets acquired is

recorded as goodwill.

All acquisitions made prior to 1 January
2016 were recognised in accordance
with the previously applied accounting

standard.

Goodwill is not subject to amortisation
but it is tested for impairment annually
and whenever there is any indication
that it may be impaired. For this pur-
pose, goodwill is allocated to cash-ge-
nerating units. Goodwill is recognised

at acquisition cost less accumulated

impairment losses. Impairment costs
are expensed. Gains and losses on the
disposal of an entity include the car-
rying amount of goodwill relating to the

entity sold.

Intangible assets

An intangible asset is initially recogni-
sed at acquisition cost when the cost
of the asset can be measured reliably
and it is probable that the future econo-
mic benefits that are attributable to the

asset will flow to the group.

Intangible assets with a known or esti-
mated finite useful life are expensed in
the income statement on a straight-line
basis over their useful life. Intangible
assets that have an indefinite useful life
are not amortised but are tested for

impairment annually.

Other intangible assets acquired in con-
nection with a business acquisition are

recognised separately from goodwill,

provided that they fulfil the definition
of an asset: they must be identifiable
or arise from contractual or other legal
rights. Intangible assets recognised

in connection with business acquisi-
tions include the value of trademarks,
customer agreements and associated
customer relationships, prohibition of
competition agreements, and the value
of acquired technology and industry-re-

lated process competence.

Acquired computer software and licen-
ces are capitalised on the basis of the
costs incurred to acquire and bring to
use the specific software. The acquisi-
tion cost is amortised on a straight-li-
ne basis over the estimated useful

life. Computer maintenance costs are
expensed as they are incurred. In IT
projects classified as strategic, own
work is capitalised in the balance sheet
insofar as the capitalisation criteria are

met in respect of cost monitoring, etc.
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Amortisation begins when the IT

project is ready for use.

Research expenditure is expensed in
the income statement. Expenditure
arising from the design of new or more
advanced products is capitalised as in-
tangible assets in the balance sheet as
from the date when the product is te-
chnically feasible, can be used commer-
cially, and is expected to yield future
financial benefits. Capitalised develop-
ment expenditure is amortised over the
useful life. Amortisation begins when
the asset is ready for use. Incomplete
assets are tested annually for impair-
ment. Development expenses that are
not expected to yield financial benefits
are expensed in the income statement.
In the financial periods under review,
the group’s research and development
expenditure has not met capitalisation

criteria.

Estimated useful lives for various
assets are:
Customer relationships 3-5 years
IT software 3-5 years
Brands 5-10 years

Other intangible assets 3-10 years

Impairment of property, plant
and equipment, and intangible
assets

On each closing date, the group eva-
luates whether there are indications of
impairment in any asset item. If im-
pairment is indicated, the recoverable
amount of said asset is estimated. In
addition, the recoverable amount is
assessed annually regardless of whet-
her impairment is indicated. Goodwill
is also tested for impairment whenever
there is any indication that the value of
a unit may be impaired. The need for
impairment is examined at the cash-ge-

nerating unit level, i.e. at the lowest unit

level which is mainly independent of
other units and whose cash flows are
separate and highly independent from
the cash flows of other, corresponding,

units.

The recoverable amount is the higher of
an asset’s fair value less costs of dis-
posal and its value in use. Value in use
is the estimated discounted future net
cash flows expected to be derived from
the cash-generating unit. The discount
rate used is a pre-tax rate that reflects
current market assessments of the time
value of money and the risks specific
to the asset items. Where the carrying
amount of an asset exceeds its recove-
rable amount, the asset is recognised
as an expense. An impairment loss on
a cash-generating unit is initially allo-
cated to the goodwill allocated to the
cash-generating unit and thereafter
equally to other asset items of the unit.
In connection with entry of the impair-

ment loss, the useful life of the depre-
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ciated assets is reassessed. Impairment
loss of other assets than goodwill is
reversed in the case that a change

has occurred in the estimates used in
measuring the recoverable amount of
the asset. However, impairment losses
are not reversed beyond the carrying
amount of the asset exclusive of im-
pairment losses. Impairment losses on

goodwill are never reversed.

Non-current assets held for sale
Non-current assets are classified as
held for sale if their carrying amount
will be recovered principally through

a sale transaction rather than through
continuing use and a sale is considered
highly probable. They are measured at
the lower of their carrying amount and
fair value less costs to sell. The depre-
ciation of these assets will be disconti-

nued at the time of reclassification.

Inventories

Inventories are composed of sites
under construction, completed sites
intended for sale, and raw materials
and supplies used in the operations.
The acquisition cost of these compri-
ses the value of the plot and other raw
materials, borrowing costs, planning
costs, direct costs of labour, and other
direct and indirect costs relating to
the construction projects. Any leased
plots related to construction projects
intended for sale are also recognised in

inventories.

Inventories are valued at the lower of
acquisition cost and expected net rea-
lisable value. The acquisition cost of
materials and supplies is determined
using the weighted average price met-
hod. The acquisition cost of work in

progress and shares in completed real

estate companies comprises the value
of the plot and other raw materials,
planning costs, direct costs of labour,
other direct costs, and the appropriate
portion of the variable general costs of
manufacture and fixed overhead. Net
realisable value is the estimated selling
price in the ordinary course of business
less the estimated costs of completion
and the estimated costs necessary to

make the sale.

In estimating the net realisable value of
shares in completed real estate compa-
nies, the available market information
and the level of the yield on the proper-
ties are taken into account. In assessing
the net realisable value of plots of land,
their intended use is taken into ac-
count. In the valuation of plots of land
used for construction, the completed
products in which they will be included

are taken into consideration.



The carrying amount of plots of land in the original carrying amount. Purcha- the balance sheet according to their na-

is decreased only when the completed ses and sales of financial assets are ture in current or, if they mature in more
products are expected to be sold at a recognised on the trade date, i.e. the than 12 months, in non-current assets.
price lower than the acquisition cost. date on which the group commits to
The net realisable value of other plots purchase or sell the asset. Financial as- In accordance with IFRS 9, the group’s
of land is based on the market price of sets are derecognised when the rights impairment model for financial assets
the land. to receive cash flows from the financial is based on expected credit losses,
assets have expired or have been tran- where the customer’s credit risk is ta-
sferred and the group has transferred ken into account. The group will apply
Financial assets substantially all the risks and rewards of the simplified approach permitted by
ownership. the standard whereby expected credit
The group classifies its financial assets losses from trade receivables and are
into the following categories: financial Financial assets measured at recognised based on historical informa-
assets measured at amortised cost amortised cost tion with adjustment concerning expec-
and financial assets measured at fair Financial assets measured at amortised tations of the future.
value in profit or loss. On the closing cost are non-derivative financial assets
date, the group had no financial assets held for collection of contractual cash Financial assets measured at fair value
measured at fair value in other comp- flows, where such cash flows represent in profit or loss
rehensive income. The classification is solely payments of principal and inte- Financial assets measured at fair value in
carried out on the original acquisition rest. This category also includes on-ba- profit and loss are financial assets or de-
date on the basis of the objective of lance sheet trade receivables and other rivatives held for trade that do not meet
the group’s business model and cont- receivables. Their valuation is based on the criteria for hedge accounting accor-
ractual cash flows of the investment. the amortised cost using the effective ding to IFRS 9. The group recognises in

Transaction costs have been included interest method. These are included in this category interest rate
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derivatives associated with business
operations and financing. The group
does not apply hedge accounting. De-
rivatives are originally measured at fair
value when the group becomes a cont-
ractual party to an agreement and are
subsequently measured at fair value. The
group used interest rate derivatives to
hedge against changes in market inte-
rest rates, and changes in the fair value
of interest rate derivatives are entered
in financial income or expenses in the
financial period in which they were
incurred. Derivatives are non-current
assets when their maturity is more than
12 months and current assets when the
remaining maturity is less than 12 mon-
ths. Derivatives may also be liabilities;
their accounting principles are specified

below under ‘Financial liabilities’.

Cash and cash equivalents
Cash and cash equivalents include
cash on hand, deposits held at call with

financial institutions, other short-term,

highly liquid investments that are rea-
dily convertible to known amounts of
cash and which are subject to an insig-
nificant risk of changes in value. Items
included in cash and cash equivalents
have original maturities of three mon-
ths or less. Financial assets belong to
‘Financial assets measured at amortised

cost’”.

Financial liabilities

Financial liabilities measured at amor-
tised cost using the effective interest
method are initially recognised at their
fair value. Transaction costs arising in
connection with taking out the loan
have been included in the original car-
rying amount. Financial liabilities may
be current or non-current. Financial
liabilities are subsequently carried at
amortised cost using the effective in-
terest method. Fees paid on the estab-

lishment of loan facilities are recogni-

sed as expenses over the period of
the facility to which it relates. Financial
liabilities are classified as current liabi-
lities, unless the group has an uncon-
ditional right to defer settlement of the
liability for at least 12 months after the

reporting period.

Financial liabilities also include develo-
per contracting-related company loans
taken out by the group’s real estate

companies.

Financial liabilities measured at fair
value

In this category, the group recognises
interest rate derivatives associated
with business operations and financing
to which IFRS 9-compliant hedge ac-
counting is not applied. Derivatives are
originally measured at fair value when
the group becomes a contractual party
to an agreement and are subsequent-
ly measured at fair value. The group

used interest rate derivatives to hed-
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ge against changes in market interest
rates, and changes in the fair value of
interest rate derivatives are entered in
financial income or expenses in the
financial period in which they were
incurred. Derivatives are non-current lia-
bilities when their maturity is more than
12 months and current liabilities when
the remaining maturity is less than 12

months.

Capitalisation of borrowing
costs

Borrowing costs directly arising as a
result of the acquisition, construction
or manufacturing of a qualifying asset
are capitalised as part of the acquisition
cost of the asset in question. A quali-
fying asset is one that takes a substan-
tial time to complete for its intended
purpose. Capitalisation commences
when the company first incurs expen-

ditures for a qualifying asset giving rise

to borrowing costs, and when it under-
takes activities that are necessary for
preparation of the asset for its intended
use or for sale. Capitalisation ceases
when all activities necessary to comple-
te the asset for its intended use or sale

have been carried out.

In own real estate development proje-
cts, borrowing costs are capitalised du-
ring the construction stage and recor-

ded as project cost upon delivery.

Provisions

Provisions are recorded when the group
has a legal or constructive obligation
on the basis of a prior event, the ma-
terialisation of the payment obligation
is probable, and the size of the obli-
gation can be reliably estimated. The
group’s provisions are mostly guarantee

provisions based on estimated supple-

mentary work expenses of completed
contracts. The amount of a guarantee
provision is estimated on the basis of
experience of the materialisation of
such guarantee expenses. If guarantee
provisions materialise in an amount
greater than estimated, the portion in
excess is recorded as expense at the
same time. If the provision is deemed
excessive after the end of the guaran-
tee period, the provision is released

through profit or loss.

Ten-year liabilities in developer cont-
racting projects are presented as pro-
visions to the extent their realisation is
deemed probable and the amount of
liability arising from them can be esti-

mated reliably.

Provision is made for onerous contracts
when the amount of anticipated expen-
diture required by the agreement to ful-
fil the obligations exceeds the benefits

that may be derived from it.



42

A contingent liability is disclosed when
there is a possible obligation that arises
from past events and whose existence
is only confirmed by one or more un-
certain future events not wholly within
the control of the group or when there
is an obligation that is not recognised
as a liability or provision because it is
not probable that on outflow of resour-
ces will be required or the amount of
the obligation cannot be reliably es-
timated. Contingent liabilities are not
recognised, but disclosed in the notes
to the financial statements. On the clo-
sing date, the group had no contingent

liabilities.

Leases

DEN Group as lessee

In the case of assets in which the les-
see holds the right of control throug-
hout the lease term, the group recogni-

ses in the balance sheet the right-of-use

asset in question and a corresponding
liability, except for short-term leases
and leases of low-value assets. Right-
of-use assets are initially measured

at cost on the start date of the lease
agreement. Subsequently, these assets
are depreciated over the lease term
and they are measured at cost less any
impairment losses, adjusted for possib-
le remeasurement of the lease liability.
Any leased plots related to construction
projects intended for sale are recogni-
sed in inventories in the balance sheet.
The corresponding lease liabilities are

recognised in liabilities.

Lease liabilities are measured at the
present value of the finance lease pay-
ments that are not yet paid on the
measurement date. Lease payments are
discounted using the lessee’s incremen-
tal borrowing rate, because the interest
rate implicit in the lease cannot typical-
ly be readily determined. Over the lease

term, the amount of the lease liability

changes based on the interest accrued
on the lease liability, lease payments
and possible remeasurements of the

lease liability.

Any payments associated with short-

term leases and leases of low-value as-
sets are expensed using the straight-li-
ne method. ‘Short-term lease’ refers to
leases with a lease term of 12 months

or less. ‘Low-value assets’ mainly refer
to items such as IT equipment and fur-

niture and fixtures.

Leases that do not specifically identify
an asset or that do not convey to the
lessee the right to control the use of
the underlying asset are classified as
service agreements, which are not re-

cognised in the balance sheet.

DEN Group as lessor
Leases where the group is a lessor are
classified into operating leases and

finance leases. Lease income from ope-
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rating leases where the group is a lessor
is recognised in income on a straight-li-
ne basis over the lease term. The respe-
ctive leased assets are included in the
balance sheet based on their nature. The
group does not have any finance leases

where it acts as a lessor.

Revenue recognition

General principles

The typical duration of the group’s
customer projects is under one year.
Receivables related to customer cont-
racts typically mature during the same
or the subsequent financial period. The
group applies the expedient in accor-
dance with paragraph 121 IFRS 15 and
generally does not separately disclose
the transaction price for any remaining

performance obligations.

Any advances from customers concer-

ning customer contracts are recognised

as a liability insofar as they concern a
performance obligation to be fulfilled in
the future. The liability is derecognised
and the revenue is recognised once the
performance obligation associated with
the liability is satisfied.

ltems that are recognised as revenue
after fulfilling the related performance
obligation but that have not yet been
charged to the customer are disclosed

as project revenue.

Advances and project revenues main-
ly relate to turnkey home deliveries

and construction projects. Advances
are charged according to the project

completion stage.

Move-in ready home deliveries and
construction and earthworks construc-
tion projects

Customer contracts concerning mo-
ve-in ready home deliveries and

construction and earthworks construc-

tion projects typically involve several
performance obligations. Revenues re-
lated to these performance obligations
are recognised once the performance
obligation is satisfied and the agreed
goods or services are delivered to the
customer, i.e. once the right of control
to the underlying asset is transferred to
the customer. Typically, the performan-
ce obligation is satisfied, and customer
payments are made around the same

time.

Turnkey home deliveries

Customer contracts concerning turnkey
home deliveries typically involve one to
three performance obligations. Reve-
nues related to these performance ob-
ligations are recognised once the per-
formance obligation is satisfied and the
agreed goods or services are delivered
to the customer, i.e. once the right of
control to the underlying asset is tran-
sferred to the customer. Typically, the

performance obligation is satisfied, and
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customer payments are made around

the same time.

Own real estate development projects
(developer contracting projects)

In the case of own real estate develop-
ment projects, in which the customer
does not have a contractual right to
influence the key features of the real
estate under construction, revenues are
recognised once the project is complet-
ed, i.e. once the right to control the real
estate is transferred to the buyer. In the
case of premises sold during construc-
tion, the right of control is conside-

red to transfer to the buyer once the
construction is completed, while in the
case of the sale of completed premises,
the right of control is transferred on the

transaction date.

For own real estate development pro-

jects, the revenues recognised and

disclosed include free-of-debt transac-
tion prices of completed and delivered
real estates, as well as revenues from
any additional or modification work
performed for the buyer, recognised

upon delivery.

Other construction services

Customer contracts concerning other
construction services involve only one
performance obligation. The related
revenue is recognised once the right of
control to the products are transferred
to the customer in accordance with the

terms of delivery.

Recognition of interest and dividends
Interest income is recognised on a
time-proportion basis using the effecti-
ve interest method. Dividend income is
recognised when the right to dividend

has materialised.

EBITDA and operating profit

IAS 1 Presentation of Financial State-
ments does not provide definitions for
EBITDA or operating profit. The group
defines these as follows: EBITDA refers
to the net amount of revenue plus other
operating income, less changes in in-
ventories of finished goods and work in
progress, raw materials and consumab-
les used, external services, personnel
expenses and other operating expen-

Ses.

Operating profit refers to the net
amount of EBITDA less depreciation
and any impairment losses and related

reversals.

All other income statement items than
those referred to above are disclosed

under operating profit.
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Employee benefits

Pension liabilities

Group companies have pension plans.
The plans are classified as either defin-
ed benefit plans or defined contribution
plans. A defined contribution plan is

a pension plan under which the group
pays fixed contributions into a sepa-
rate entity. The group has no legal or
constructive obligations to pay further
contributions if the fund does not hold
sufficient assets to pay all the pension
benefits. All arrangements that do not
meet these criteria are defined benefit
plans. Payments made to the defined
contribution plans are recognised in
profit and loss in the period in which
they were incurred. All of the group’s
pension plans are defined contribution

plans.

Related party transactions

The group’s related parties include
group companies, members of the
Board of Directors and the group’s top
managements, as well as entities on
which related parties have influence
through ownership or management.
Transactions with related parties are
disclosed in Note 25.

Income taxes

Tax expenses in the income statement
comprise taxes on the taxable income
for the financial period and deferred
tax liabilities. Taxes are entered in the
income statement except when they
are associated with other items of the
consolidated income statement or
items recognised under shareholders’
equity. Taxes on the taxable income for
the financial period are calculated on

the taxable income on the basis of the

tax rate stipulated for each country by
the balance sheet date. Taxes are ad-
justed for the taxes of previous financial
periods, if applicable. The management
evaluates positions taken in tax returns
with respect to situations in which app-
licable tax regulation is subject to inter-
pretation. The tax provisions entered

in such situations are based on evalua-

tions by the management.

Deferred taxes are calculated on all
temporary differences between the
carrying amount and taxable value. No
deferred taxes are calculated on good-
will impairment that is not deductible
in taxation and no deferred taxes are
recognised on the undistributed pro-
fits of subsidiaries to the extent that
the difference is unlikely to be dischar-
ged in the foreseeable future. Defer-
red taxes have been calculated using
the statutory tax rates or the tax rates
whose confirmed content has been an-

nounced by the closing date. Deferred
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tax assets have been recognised to the
extent that it is probable that taxable
income against which the temporary
difference can be applied will materia-
lise in the future. The most significant
temporary differences arise from deve-
loper contracting projects (differences
between the income from shares sold
prior to the completion of the project
and taxable income of the project), re-
cognition timing differences from Talli-
osake construction projects, provisions
deductible at a later date, measurement
at fair value in connection with acquisi-

tions, and unused taxable losses.

Deferred tax assets and liabilities are
offset when there is a legally enfor-
ceable right to offset current tax assets
against current tax liabilities, and when
the deferred tax assets and liabilities re-
late to income taxes levied by the same
tax authority on either the same taxable

entity or different taxable entities where

there is an intention to settle the balan-

ces on a net basis.
Equity

The amount of dividends or capital
returns proposed by the Board of Dire-
ctors for distribution is not deducted
from the distributable equity until the

Annual General Meeting’s approval.

The group does not have any non-cont-

rolling shareholders.

Segment-based reporting

The group’s core business is Multifun-
ctional Premises, Homes and Services.
The chief operational decision-maker,
who is responsible for allocating resour-
ces and assessing performance of

the group, is the company’s CEO. The

group’s operations are managed and

monitored as a single entity, and there-
fore the group has only one operating

segment.

Accounting principles requi-
ring management discretion
and the main uncertainty

factors relating to estimates

In the preparation of financial state-
ments, the group management must
make estimates and assumptions
relating to the future and exercise
judgment in the application of the
accounting policies. These estimates
and decisions have an effect on the
amounts of assets, liabilities, income
and expenses and contingent liabilities
recorded for the reporting period. The
estimates and assumptions are based
on historical experience and other justi-
fiable assumptions deemed reasonable

in the conditions
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where items entered in the financial

statements have been estimated.

The most significant estimates on the
closing date and assumptions about
the future relate to inventories, provi-
sions, business acquisitions and impair-
ment testing. The following presents
the critical accounting estimates and
judgements included in the financial

statements.

Inventories

The group assess the valuing of invento-
ry and possible decrease in value on its
best estimate on a regular basis. The
value of finished, unsold sites included
in inventories is the lower of their ac-
quisition cost and the probable selling
price. When estimating the probable
selling price, the management takes into
account the market situation and pos-
sible demand for the site. Inventories are

itemised in Note 13.

Provisions

Provisions mainly consist of guaran-
tee provisions typical for the industry.
The amount is estimated on the basis
of experience of the materialisation of
such guarantee expenses. Provisions

are itemised in Note 17.

Business acquisitions

Assets acquired and liabilities assumed
in business combinations are recogni-
sed at the fair values in accordance with
IFRS 3. Where possible, the manage-
ment uses the available market values
when determining the fair values. If this
is not possible, the measurement is
carried out on the basis of the historical
revenue related to the underlying asset.
The value of intangible assets, in parti-
cular, is determined based on discount-
ed cash flows and requires the manage-
ment to make estimations of the future
cash flows. These estimations are based
on the management’s best estimate,

but there is a possibility that the actual

values deviate from the values applied.
Business acquisitions are itemised in
Note 26.

Goodwill impairment testing

Goodwill is tested for impairment an-
nually. Recoverable amounts of cash-ge-
nerating units have been determined
based on value-in-use calculations. The
cash flows in value-in-use calculations
are based on the management’s best
estimate of profit and market develop-
ment. Estimates used in goodwill tes-

ting are disclosed in Note 10.

New and revised standards
and interpretations

New and revised IFRS standards and
interpretations not yet applied

No standards, interpretations or revi-
sions issued but not yet effective are
expected to have a material impact on

the consolidated financial statements.
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Segment information

The group’s core business is Multifun-
ctional Premises, Homes and Services.
The group’s operations are managed
and monitored as a single entity. The
group’s chief operational decision-ma-
ker is the CEO, supported by the
management team and the Board of
Directors. The CEO is responsible for
assessing the profitability, financial
position and development of the group
as a whole. Due to application of the
management model with on chief ope-
rational decision-maker, the group only
has one operating segment, i.e. Multi-
functional Premises, Homes and Ser-

vices.

The group discloses its revenue by

business area.

OTHER NOTES CONCERNING THE GROUP

Homes

Homes covers all the brands and busi-
nesses of the group related to a variety
of housing services and products. The
brands related to housing include Ainoa-
koti, Designtalo and Finnlamelli, which
each have their unique service and pro-
duct ranges. The revenue recognition
of Homes is described in the following
sections of the revenue recognition
principles: ‘Move-in ready home delive-
ries and construction and earthworks
construction projects’ and ‘Turnkey

home deliveries’.

Multifunctional Premises

Currently, the group offers its multifunc-
tional premises to consumers, investors
and businesses under the brands Talli-
osake® (talliosake.fi) and Talli (talli.com).
The premises are used for storages,
recreational spaces and other purposes,

depending on the zoning and building

regulations. The revenue recognition of
Multifunctional Premises is described in
the section ‘Own real estate development
projects (developer contracting projects)’

of the revenue recognition principles.

Services

Services includes all the group’s planning
and building services that are sold out-
side products and services sold under
the group brands and offered to external
customers such as developers or building
companies. These include, for example,
services provided by PohjanTeko, Pohjan-
Geo and DEN Tekniikka to external custo-
mers. The revenue recognition of Services
is described in the following sections of
the revenue recognition principles: ‘Mo-
ve-in ready home deliveries and construc-
tion and earthworks construction proje-

cts’ and ‘Other construction services’.
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1. Revenue

EUR 1,000 2019 2018

Homes 113 240 120 816

l;lultifundional 55 531 57 416
remises

Services 9 245 16 120

Total 178 016 194 352

The group’s material assets and liabili-
ties resulting from or relating to custo-
mer contracts include trade receivables,
incomplete projects, advances received
and project revenues. Asset items that
had not yet been recognised in revenue
on the balance sheet closing date will
be mostly recognised during the follo-

wing financial period.

On 31 December 2019, trade receivab-
les amounted to EUR 7.6 million (EUR
13.4 million on 31 December 2018).

On 31 December 2019, the value of in-
complete customer projects in invento-
ries totalled EUR 1.8 million

(EUR 2.8 million on 31 December
2018).

On 31 December 2019, the value of
advances received related to customer
contracts totalled EUR 8.1 million (EUR
7.7 million on 31 December 2018).

On 31 December 2019, the value of
project revenues not yet invoiced total-
led EUR 0.0 million (EUR 0.3 million on
31 December 2018).

Geographical information
In terms of geographical information,
the revenues are disclosed based on

the location of the customers.

EUR 1,000 2019 2018

Finland 165 807 183 277
EU 7 905 5 883
Outside

the EU 4 304 5192
Group totalt 178 016 194 352

Main customers

The group’s revenues come from a large
pool of customers, and no single custo-
mer represents a material proportion of

the group’s revenues.

2. Other operating income

Ceurioon 201> aome

Proceeds from sale

of property, plant and 1 4
equipment and intangible

assets

Compensations received 40 45
Other income 3 156
Total 44 205
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3. Other operating expenses

Other operating expenses

EUR 1,000

Rental expenses -282 -213
Voluntary indirect

personnel expenses 1922 -2 587
Premises expenses -1118 -1 089
Machinery and

equipment expenses 25401 -2 951
Travel expenses -1 830 -2 162
Representation 29 16
expenses

Marketing expenses -2175 -3 883
Research and

development expenses -33 -8
Administrative expenses -2940 -4 406
Other operating _ _
expenses 1306 2 303
Total -14 168 -19 668

Auditors’ fees

EUR 1,000
Audit fees

Activities in
accordance with
chapter 1, section 1,
subsection 2 of the
Finnish Accounting
Act

-166

-499

-15

Tax consultancy 26 12
services

Other services -36 -37

Total -228 -563

4. Depreciation and amortisation

Intangible assets

Intangible assets -1 856 -1 605
Goodwill impairment -29 117 0
Property, plant and equipment
Buildinas and structures 0 -8
Buildings, right-of-use assets -911 -803
Machinery and equipment -1 311 -1 361
Machinery and equipment, right-of-use assets -287 -219
Depreciation and amortisation total -33 482 -3 996
5. Employee benefit expenses
Personnel expenses Number of personnel
Salaries 25752 -25298 personnel during the 2018
financial period
Egz‘frii%r:i’iodneggﬁgmes 4521 -4516 Salaried employees 317 292
Other personnel expenses -792 -1 094 ACITREIENCS) Gl = 244
Total 31065 -30908 O S
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Number of personnel on
the closing date 2019 m expenses

Salaried employees

Non-salaried employees 169 241

Total 457 548

6. Research expenses

The group’s research expenses total-
led EUR 33,000 (EUR 58,000 in 2018).
The majority of the research expenses
result from building systems services
development projects and are recogni-

sed in other operating expenses.

Financial income

Adjustment to

7. Financial income and

cnsoo0 | om0 | 2018

additional consideration g L9
Other financial income 18 36
Total 18 1690
Financial expenses

Interest expenses -863 -936
:nterest expenses, 176 128
eases

Other financial

expenses o4 =28
Total -1 582 -1 393
Total financial income 1564 207

and expenses

8. Income taxes

cuRion0 | 201 | 2018

Taxes on the taxable

income for the financial -64 -822
period

Change in deferred tax 8o 294
assets

Change in deferred tax

liability 255 [ 1968
Total 273 852

The income taxes in the consolidated
income statement differ from the cor-
porate income tax rate of 20.0% app-

lied to Finnish companies as follows:

EUR 1,000 2019 2018
Profit before taxes -30 498 1163
Income taxes at the tax

rate in Finland (20.0%)  © 100 e
Tax-exempt income 0 -151
Non-deductible

expenses 2 =
Non—deductible 5823 0
Impairment

Use of previously

unrecognised losses in 0 -904
taxation

Other items 1 -50
Total -273 -852
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The effective tax rate in 2019 was 0.9% and in 2018 -73.3%.
In 2019, the effective tax rate was materially impacted by a

non-deductible goodwill impairment.

9. Earnings per share

Undiluted Diluted
2019 2018 2019 yLokk:]

Profit for the period attributable
to equity holders of the parent -30 225 2 014 -30 225 2 014
company, EUR 1,000

Average number of shares during
the financial period

Earnings per share, EUR -1,68 0,11 -1,68 0,11

18 032 210 18 029 622 18 032 210 18 029 622

Shares do not have a nominal value.



10. Intangible assets

Intangible assets

2019 EUR 1,000 Brands Customer Intangible assets Total
relationships

Acquisition cost 1 Jan 117 028 7 598 2 616 128 032
Increases 0 0 0 428 428
Acquisition cost 31 Dec 117 028 7 598 790 3044 128 460
Accumulated depreciation 1 Jan 0 -1 942 -198 -1120 -3 260
Depreciation 0 -1168 -198 -490 -1 856
Impairment costs -29 117 0 0 0 -29 117
Accumulated depreciation 31 Dec -29 117 -3 110 -396 -1 610 -34 233
Carrying value 1 Jan 117 028 5 656 592 1 496 124 772
Carrying value 31 Dec 87 911 4 488 394 1434 94 227
C st
Acquisition cost 1 Jan 114 126 7 598 1476 123 200
Increases 2902 0 790 1140 4 832
Acquisition cost 31 Dec 117 028 7 598 790 2 616 128 032
Accumulated depreciation 1 Jan 0 =774 0 -880 -1 654
Depreciation 0 -1168 -198 -240 -1 606
Accumulated depreciation 31 Dec (0] -1 942 -198 -1120 -3 260
Carrying value 1 Jan 114 126 6 824 0 596 121 546

Carrying value 31 Dec 117 028 5 656 592 1496 124 772
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Allocation of goodwill

Consolidated goodwill is allocated to
the group of cash-generating units,
Multifunctional Premises, Homes and

Services.

cunso00 | 2o | 201

Multifunctional

Premises, Homes and 87 911 117 028
Services
Total goodwill 87911 117 028

Impairment testing

Goodwill is allocated to the group of
cash-generating units, Multifunctional
Premises, Homes and Services For the
purposes of impairment testing, reco-
verable amounts have been determin-
ed based on value-in-use calculations.
Cash flow forecasts are based on fore-
casts accepted by the management, co-
vering the time span of five years. Cash
flows after the forecast period accepted
by the management have been extra-
polated at a constant growth factor of

1.5% in the relevant units, based on the

estimate of the future inflation level.
Key assumptions used in value-in-use

calculation were the following:

Budgeted operating profit - Determined
based on the management’s estimate of
the development of expenses and the

actual average operating profit level.

Budgeted net sales - Determined based
on the development of the revenue in
previous years and the management’s es-

timate of future market development.

Discount rate - Determined with
weighted average cost of capital
(WACC), which describes the total cost
of equity and borrowed capital, taking
into account special risks related to
asset items. The discount rate is deter-

mined before taxes.

T e

Multifunctional
Premises, Homes and
Services

Discount rate

10,5 % 11,3 %

The group was formed following several
business acquisitions completed in 2017
and 2018. The growth assumptions and
profitability planned in the context of

the acquisitions have not been realised
as expected. Synergies have not been
achieved either to the extent or within
the time frame envisaged. An impairment
loss of EUR 29.1 million was recognised
as a result of an impairment test. The
impairment recognised is presented in
the income statement under the items of

depreciation and impairment.

Sensitivity analysis

The sensitivity analysis performed in
connection with the impairment testing
was carried out based on the assump-
tion that the growth rate of the cash
flows during and after the forecast
period will decrease. There is no buffer
between the balance sheet value and
the value determined on the basis of
testing, and any unfavourable change in
key parameters may therefore cause an

impairment loss to be recognised.



11. Property, plant and equipment
Property, plant and equipment

2019 2018

Machinery
EUR 1,000 Buildings and and Incomplete

Machinery
Buildings and and Incomplete

EUR 1,000

structures | e€quipment acquisitions structures | €quipment acquisitions
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Acquisition cost

CEE UG CoR 4138 8 867 490 13 496
1 Jan

Increases 1425 1589 1614 4 628
Decreases 0 -46 -2 104 -2 150
Acquisition cost 5564 10 410 0 15974
31 Dec

Accumulated

depreciation and -1 373 -4 959 0 -6 332
impairment 1 Jan

Depreciation -911 -1 598 0 -2 509
Accumulated

depreciation

and impairment -2 284 -6 557 (0} -8 841
31 Dec

Carrying value 1 2 765 3908 490 7164
Carrying value

31 Dec 3 280 3853 o 7 133

1 Jan 3800 7 028 405 11 234
Increases 345 1839 273 2 457
Decreases -7 0 -188 -195
Acquisition cost

31 Dec 4138 8 867 490 13 496
Accumulated

depreciation and -562 -3 379 0 -3 941
impairment 1 Jan

Depreciation -811 -1 580 0 -2 391
Accumulated

depreciation

and impairment -1 373 -4 959 0 -6 332
31 Dec

Garrying value 1 3238 3 649 405 7293
Carrying value 2 765 3908 490 7164

31 Dec
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Leases

Property, plant and equipment include leases as follows:

2019

Buildings Machinery Buildings Machinery
EUR 1,000 and and EUR 1,000 and and

structures equipment structures equipment
Acquisition cost 1 Jan 4108 727 4 835 Acquisition cost 1 Jan 3763 290 4 053
Increases 1425 222 1647 Increases 345 437 782
Decreases 0 -40 -40 Decreases 0 0 0]
Acquisition cost 31 Dec 5 533 209 6 442 Acquisition cost 31 Dec 4108 727 4 835
Accumulated depreciation Accumulated depreciation
and impairment 1 Jan L2 =i -l B and impairment 1 Jan B e 6o
Depreciation -911 -287 -1 198 Depreciation -803 -219 -1 022
Accumulated depreciation ) ) ) Accumulated depreciation ) i )
and impairment 31 Dec e E By and impairment 31 Dec Dok e 11659
Carrying value 1 Jan 2 766 411 3177 Carrying value 1 Jan 3224 193 3 417
Carrying value 31 Dec 3280 306 3 586 Carrying value 31 Dec 2 766 411 3177

2018

*Right-of-use assets are included in property, plant and equipment, which are itemised in Note 11.

The right-of-use assets comprise office and production facilities and vehicles. The most significant

leases concern the Nivala and Alajarvi factory properties, and the Vantaa premises.



Lease liabilities

Short-term 1135 1927 liabilities

Long-term (maturity 5 845 5 923

O BYEENS), Deferred tax assets and liabilities, net

Long-term (maturity
over 5 years) 1830 3083

Total 5810 7939 EUR 1,000 m 2018

Deferred tax assets 2 156 2 074
Deferred tax liabilities -1 224 -1 480
Deferred taxes (net) 932 594

**Lease liabilities are included in other

liabilities, which are itemised in Note

Changes entered

19. in deferred taxes 2018
(EUR 1,000)

In addition to the above, the group also
Deferred tax assets, net

has other short-term leases and leases o1 5L Jer 294 -922
of low-value assets, which have not Business acquisitions 0 157
been capitalised in the balance sheet Changes entered in the

income statement 338 1673

and which are of insignificant value. For
, Changes entered in the
all the leases, the group’s lease pay- consolidated income 0 0

ments in 2019 totalled EUR 1,924,000 statement
Deferred t , net
(EUR 1,757,000 in 2018). Deferred taxes, net on e S04




Change in deferred tax assets and liabilities for the period before the offset

2019 2018

Entered in the Entered in the
cor)solldated EUR 1,000 cor)solldated
income income
statement statement

Deferred tax assets

EUR 1,000

Deferred tax assets

Business Business

acquisitions 304 0 -37 267 acquisitions 653 0 -355 304

Provisions 219 0 -52 167 Provisions 220 0 -1 219

Tax losses carried Tax losses carried

forward 0 0 393 393 A 112 0 -112 0

Recognition timing Recognition timing

differences 1474 0 -461 1013 differences 754 0 720 1474

Interest on related- Interest on related-

party loans 36 0 253 289 party loans 596 0 -560 36

Other items 41 0 -14 27 Other items 27 0 14 41
Total 2 074 0 82 2 156 Total 2 368 0 -294 2 074
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Deferred tax

Deferred tax

liabilities liabilities

Business Business

acquisitions 1277 0 -2'73 1004 acquisitions 2 020 157 -900 1277

Inventories 203 17 220 Accumulated

depreciation 8 0 -8 0
Total 1480 0 -256 1224 differences
. . ) L Recognition timing

Interest expenses unrecognised due to interest deduction limi- differences L1y 0 =Ly 0
tations have been recognised in full, since it is probable that Inventories 75 0 128 203
the underlying taxable income will materialise in the future. Total 3290 157 -1 967 1480
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13. Inventories

“aois | 20ma

EUR 1,000

Raw materials and

consumables used oo » i
Work in progress 18 587 13 411
Land 3628 3598
Inventory shares 16 824 33 858
Advances 0 65
Other inventories 175 229
Inventories total 44 667 59 965

14. Trade receivables and
other receivables

EUR 1,000 m 2018
Trade receivables 7 576 13 364
Loans 0 3

Tax receivables

determined based on

the taxable income for 302 602
the financial period

Other receivables 606 2128

Project revenues 0 339
1764
18 200

Accrued income 954

Total 9438

Analysis of trade 2018
receivables

Not past due 3 905 7101
Due in
Less than 30 days 2 035 3498
30-60 days 351 906
61-90 days 99 846
Over 90 days 1186 1013
Total 7576 13364

The group will apply the simplified
approach to trade receivables whereby
expected credit losses are recognised
based on historical information with
adjustment concerning expectations

of the future. The amount of expected
credit losses on the closing date of 31
December 2019 totalled EUR 0.3 million
(0.2). The credit risk is discussed in
Note 22.

15. Cash and cash equivalents

Carrying  Carrying
value value
Cash and cash
equivalents and bank 6 498 3679
accounts
Total 6 498 3679

The carrying value of cash and cash

equivalents equals their fair value.

16. Notes concerning equity

ler;\nber of shares 18 032 210 17 804 464

Number of shares

31 Dec 18 032 210 18 032 210

Share capital

(EUR 1,000) 1 Jan 65003 65 003
Share capital
31 Dec
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At balance sheet date, the share capital
totalled EUR ©65,002,500.00. The number
of shares was 18,032,210. The company
has one share class and all shares have
the same right to dividend and company
assets. The trading on the company sha-
res is restricted by the redemption clause

set out in the Articles of Association.

The Annual General Meeting held on

7 June 2018 authorised the Board of
Directors to decide on a share issue.
The Board of Directors was authorised
to issue at most 400,000 new compa-
ny shares. The Annual General Meeting
also authorised the Board of Directors
to decide on the terms and conditions
of the share issue. The authorisation
was maintained by the Annual General
Meeting held on 9 May 2019.

At the meeting of the Board of Directors
in January 2018, the Board decided to

issue new company shares via a direct-

ed share issue under the authorisation
provided by the extraordinary General
Meeting of 18 October 2017. The direct-
ed share issue concerned the acquisition
of PT PohjanTeko Oy. The group issued
a total of 129,402 new company shares.
The subscription price was EUR 9.66
per share and was determined on the
basis of independent negotiations held
between the subscribers and the com-
pany, as well as on the fair value of the
shares. The subscription price was boo-
ked in full in the invested non-restricted
equity reserve. In the same meeting, the
Board also decided on a share issue for
the purpose of an exchange of shares.
The company had negotiated with the
owners of PohjanGeo Oy an arrange-
ment by which the group subsidiary Den
Finland Oy (known as Podeta Oy at the
time) first acquires all the shares of Poh-
janGeo Oy through an exchange of sha-
res, and then the former owners of Poh-

janGeo Oy exchange their shares in Den

Finland Oy into shares in DEN Group
Oy through an exchange of shares. To
implement this arrangement, the Bo-
ard decided to waive the shareholders’
priority right to subscribe new company
shares and issue the new shares via a
directed share issue. The group issued
a total of 82,816 new company shares.
The subscription price was EUR 9.66
per share and was determined on the
basis of independent negotiations held
between the subscribers and the com-
pany, as well as on the fair value of the
shares. The subscription price was boo-
ked in full in the invested non-restricted

equity reserve.

At the meeting of the Board of Direc-
tors in March 2018, the Board decided
to issue new company shares via a dire-
cted share issue under the authorisati-
on provided by the extraordinary Ge-
neral Meeting of 18 October 2017. The

directed share issue was implemented
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to enhance the commitment of the key
personnel to the group and the group’s
business operations. The group issued
a total of 15,528 new company shares.
The subscription price was EUR 9.66
per share and was determined on the
basis of independent negotiations held
between the subscribers and the com-
pany, as well as on the fair value of the
shares. The subscription price was boo-
ked in full in the invested non-restricted

equity reserve.

17. Provisions

cumioo0 | 20i0 | aoie

Provisions 1 Jan 1965 1098
Increases 1109 1219
Decreases -1 144 -352
Provisions 31 Dec 1930 1965

The group’s provisions are mostly gua-
rantee provisions based on estimat-
ed supplementary work expenses of
completed contracts. The guarantee
provisions are based on experience
from previous years. Provisions are
recorded as an expense in the item in

which they are expected to materialise.

18. Financial liabilities

EUR 1,000

Non-current financial

liabilities

Loans from financial

institutions 16 711 19 203
Total 16 711 19 203
Current financial

liabilities

Loans from financial

institutions 6103 7 476
Company loans of 17 066 31 438
real estate companies

Total 23 169 38914
Financial liabilities 39 880 58 117

total

The table contains all other financial
liabilities, except the trade payables and

other liabilities specified in Note 19.

Financial liabilities are primarily variab-
le-rate market loans, whose carrying

value corresponds to their fair value.



19. Trade payables and other liabilities

EUR 1,000 mm 20. Nominal values and fair values of

Non-current liabilities derivative instruments
Liabilities of derivative

instruments 13 58

Lease liabilities 4 675 6 012 Nominal values

Other liabilities 0 24

Total 4688 6004 EUR 1,000 201 | 2018

Interest rate derivatives, hedge
accounting not applied

Current liabilities

Interest rate swaps 7 600 9 200

Irade payables 6731 7 688 Interest rate derivatives total 7 600 9 200

Other liabilities
Lease liabilities 1135 1927
Value-added tax . . . .
and tax withholding 3736 5736 EUR 1,000 Negative fair Net value Negative fair Net value
liabilities value value
Other liabilities 427 3 019 Interest rate swaps

Advances Hedge accounting applied 0 0 0 0
Advances from Hedge accounting not 13 13 58 58
customers 9 574 7955 applied

Income tax liabilities Total 13 -13 58 -58
Income tax liabilities 0 203

Accrued liabilities The purpose of the interest rate derivatives is to hedge against interest
Accrued employee rate risks related to financial liabilities. The derivatives will mature in 2020.
benefit-related 6 467 5491 . . . . .
liabilities Interest rate derivatives are recognised at their fair value based on quot-
Other accrued ed prices in active markets and are classified at level 2 in the fair value
liabilities D1z 2y

measurement hierarchy.

Total 30 194 32 746
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21. Classification of financial
assets and liabilities

Financial assets and liabilities are
measured as described in the ac-
counting principles. This means that fi-
nancial assets and liabilities are measu-
red at amortised cost, while derivatives
are recognised at their fair value. Since
the adoption of IFRS 9, financial assets
previously classified as loans and recei-
vables have been classified as amorti-
sed cost. Their measurement method

has remained unchanged.

22. Financial risk
management

The objective of the group’s financial
risk management is to minimise the un-
certainty which the changes in financial
markets cause to the group’s financial

performance.

The group’s principal capital resources
consist of cash flow from ordinary busi-
ness operations and project-based debt
financing. In addition, the group has
loan facilities available. At the end of the
2019 financial period, the group’s cash
and cash equivalents totalled EUR 6.498
million (EUR 3.679 million at the end of
2018).

Foreign exchange risk

The majority of the sale and purchase
transactions are disclosed in euro. The
group is exposed to a foreign exchange
risk concerning the Swedish krona due
to the Talli business in Sweden. As the
business expands, this risk is also likely

to increase.

Interest rate risk

The group’s risks related to changes
in market interest rates is small, and at
the end of 2019, 39% of the company

loans of the group’s real estate compa-
nies were hedged by converting them
to fixed-rate loans using interest rate
swaps (42% at the end of 2018). The
interest rate hedging is taken into ac-

count in the table below.

Sensitivity analysis
for variable-rate
loans

Change, % 1% 3% 1% 3%

Impact on profit/

loss after taxes -123 -369 -141 -424

Credit risk

Credit risk is managed, for example,
through checking the customers’ credit
information and by only offering the
customers regular payment terms. Pay-
ment terms applied in the group range

based on the business area.
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Liquidity risk

The liquidity risk in managed through adequate planning and
monitoring of financing. To secure immediate liquidity, the
group has an available loan facility of EUR 10 million (EUR 10
million in 2018) and a credit facility of EUR 7 million (EUR 12
million) earmarked for the purchase of plots. At the end 2019,
a total of EUR 0.1 million of the loan facility was committed for
guarantees (EUR 0.3 million). At the end 2019, a total of EUR
3.6 million of the credit facility for the purchase of plots was
committed (EUR 5.0 million).

Analysis of debt maturity 31 Dec | less than 15 over
2019 (EUR 1,000) 2019 1 year years 5 years

Financial liabilities 39880 23169 16 711

Trade payables and other

liabilities 10894 10 894 0 0

Analysis of debt maturity 31 Dec | less than 15 over

2018 (EUR 1,000) 2018 1 year years 5 years

Financial liabilities 58 117 38914 19 203

Trade payables and other

liabilities 16 442 16 442 0 0

The maturities of lease liabilities are presented in Note 11.



Management of capital from interest-bearing liabilities (2019: EUR 0.01 million; 2018:
The objective of the group’s capital management is to support EUR 0.1 million).

business operations through an optimal capital structure and

to increase shareholder value with the objective of achieving Calculation of key figures:
the best possible return. The group’s secured loans involve ) ) Interest-bearing debt
Debt-to-equity ratio (%) 100 x X
covenants. The terms and conditions in force on the clo- Own equity
sing date relate, among other things, to the group’s EBITDA. Interest-bearing debt - money and
Breaching these covenants may increase financial expenses Net gearing (%) 100 x_interest-bearing liabilities
Own equity

or even lead to the cancellation of loans. During the financial

periods under review, the covenants have not been breached. Net liabilities m

Cash

Current Non-current
EUR 1,000 and cash
Net liabilities Net liabilities 11 256 24 754 24 367 37 865
. . 31 Dec 2017
Interest-bearing liabilities 45 690 66 056
. . Cash flows -1 577 14 904 -2 461 20 020
Cash and cash equivalents and interest- 6 498 3679
bearing receivables Lease liabilities 0 1182 3310 4 492
39192 62 377 Other changes
without cash 0 0 0 0
flow
Total equit 86 303 116 525 iabiliti
auy A 3679 40 840 25 216 62 377
Gearing 52,9 % 56,7 %
Net gearing excluding the company 25 6 % 6.6 Lease liabilities 0 -792 -1 338 -2 130
loans of real estate companies e - Other changes
without cash 0 0 0 0
Interest-bearing liabilities include loans from financial instituti- flow
. Net liabiliti
ons, company loans of real estate companies, loans to share- 3f D::c 'zba_egs 6498 24 304 21 386 39192

holders and lease liabilities. Derivative liabilities are excluded
65
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The amounts related to lease liabili-
ties are presented on a net basis. In
2019, the liabilities decreased by EUR
1,085,000, determined using the cash
flow method (EUR 979,000 in 2018).

23. Guarantees and liabilities

EUR 1,000

Loans covered by
pledges on assets

Loans from financial

institutions 22 ey 20 e
Total 22 814 26 678
Guarantees

Enterprise mortgages 254 100 253 600
Property mortgages 4 387 4 387
Pledges 180 285
Absolute guarantees 10 453 46 011
Total 269 120 304 283
Contract guarantees

Production

guarantees s Ve
Warranty guarantees 601 492
Payment guarantees 158 164
Total 812 1119

The company has pledged shares in
subsidiaries and enterprise mortga-
ges as security for loans from financial
institutions. Contract guarantees relate
to ongoing or completed construction
projects. The group has given absolute
guarantees relating to the loans of its
real estate companies. The guarantees
lapse once the site is completed and

over 50% of the premises are sold.

The group has a loan facility of EUR 17
million, which is divided into a credit
line of EUR 10 million and a credit
facility of EUR 7 million earmarked for
the purchase of plots for Talliosake
premises. At the end of 2019, a total of
EUR 3.6 million was committed of the
latter credit facility and EUR 0.1 million
of the credit line was committed for

guarantees.



24. Subsidiaries

Excluding the real estate companies included in inventories.

Parent
company
holding (%)

Nature of Group holding

(%)

business

Shares in subsidiaries held by
the parent company

Den Finland Oy Helsinki Construction 100 % 100 %

Shares in subsidiaries held by
Den Finland Oy

Stockholm,

Den Sweden AB Sweden

Construction 100 % 100 %

During the 2018 financial year, the group simplified its structure by merging Finnlamelli Oy, PT
PohjanTeko Oy, PohjanGeo Oy and Atana Oy into Den Finland Oy. Of the companies above, PT
PohjanTeko Oy and PohjanGeo Oy were acquired in January 2018. The mergers did not affect

the consolidated financial information.
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25. Related party transactions

The group’s related parties include group companies and mem-
bers of the Board of Directors and the group’s management
team, including the CEO. Related parties also include parties

who exercise significant influence over the parent company.

Transactions with related parties

Purchases| Purchases
EUR 1,000 Sales 2019 | Sales 2018 2019 2018

Key personnel and their
controlled entities

Total 104 599 89 30

Receivables| Receivables| Liabilities| Liabilities
EUR 1,000 2019 2018 2019 2018

Key personnel and their
controlled entities

Entities™

Total

*Entities with control or significant influence over the parent

company.

The related party transactions related to sales concern the
sale of homes and real estates. The transactions related to
purchases mainly concern the development of the group’s
brand strategy and lease of premises. Related party transac-

tions are quoted at market prices.

Management employee benefits

‘

EUR 1,000
Management employee benefits

Salaries and other short-term employee

benefits 1259 1721
Share-based payments 0 0
Total 1259 1721
Salaries and remuneration

Members of the Board of Directors 127 132
Total 127 132

‘Salaries’ also includes the salaries of the members of the ma-
nagement team for the duration of their membership. During
the financial year, the number of the management team mem-

bers has ranged between five and eight members.
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26. Acquired businesses

Acquisition of PT PohjanTeko Oy and
PohjanGeo Oy

On 19 January 2018, DEN Group Oy
acquired the entire share capital of PT
Pohjanteko Oy and PohjanGeo Oy. PT
Pohjanteko Oy provides expert and
earthworks construction services to
customer within the DEN Group, as well
as to external companies and the public
sector. PohjanGeo Oy is an enginee-
ring company specialised in design and
consulting work related to geotechnical
engineering, foundation engineering
and storm water management. It offers
its services for infrastructure construc-
tion, housing construction, industry and
zoning needs. Following these acquisi-
tions, the group is able to offer turnkey
home deliveries to customers who want
to source all design and construction
services related to the construction of
a single-family home from foundation

construction to move-in ready from a

single provider. By expanding its pro-
duct and service offering, the group
aims to meet the emerging needs of its

customers.

The purchase price was EUR 3.024
million. The purchase price was mainly
settled with cash from the group’s cash
reserves and partly through an exchan-
ge of shares. In the directed share
issue, a total of 212,218 new company
shares were issued and directed to the
shareholders of PT PohjanTeko Oy and
PohjanGeo Oy. Of these, 82,816 sha-
res were settled through an exchange
of shares and 129,402 shares through
capital reinvestment. The subscription
price was EUR 9.66 per share and was
determined on the basis of indepen-
dent negotiations held between the
subscribers and the company, as well

as on the fair value of the shares.

In 2018, the acquired businesses achie-
ved a total of EUR 13.2 million in

revenues since the date of acquisition.

The goodwill generated from the acqui-
sition results from the synergies related
to the acquired business and from the
new businesses area in the group. Dire-
ct costs from the acquisition, which are
recorded in profit and loss under other
operating expenses, totalled approxima-
tely EUR 100,000.

The business acquisitions are treated as
a single acquisition in the consolidated

financial statements.

Acquired assets

Customer
relationships ren

Other intangible

assets 4e
Property, plant and

equipment 467
Inventories 92
Non-current

receivables 94

Current receivables 2 656
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Cash in bank and in

hand 138
Total assets 4 247
Acquired liabilities

Deferred tax liabilities 158
Non-current financial

liabilities 828
Current financial

liabilities 252
Current liabilities 2 887
Total liabilities 4125
Net assets 122
Goodwill

Consideration

transferred 3024
Identifiable net assets

of the acquired 122
business

Goodwill 2 902
Purchase price paid

in cash 2 500
Total acquisition cost 2 500
Cash and cash

equivalents of the 138
acquired company

Effect on cash flow 2362

in acquisition

27. Non-current assets held
for sale

In June 2017, DEN Group Oy decided to
place Koy Sampo-Katrilli and the Peuhu
manor venue for sale. Since the deci-
sion, these assets were classified under

non-current assets held for sale.

The shares in Koy Sampo-Katrilli were
sold in January 2018 at the price of
EUR 250,000, which was also the esti-
mated fair value of the shares in

question.

Non-current assets held for sale in 2019
have been reclassified according to their

original nature at a reduced value.

Real estates 0 945
Total assets 0 945
Trade payables and 0 0
other liabilities

Total liabilities 0 0
Net assets (o) 945

28. Events after the period
under review

Pasi Tolppanen was appointed as the
new CEO of the group, starting from 10
February 2020.

At the time of the signing of the finan-
cial statements, the coronavirus pan-
demic is rapidly spreading around the
world. Stock markets have collapsed
since the turn of the year, and eco-

nomic forecasts have been lowered.
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Economic development is difficult to
assess, and the alternative projections
range from a slowdown to a signifi-
cant contraction in economic growth.
The spread of the disease will have an
impact on business and the economy.
People’s concerns about their personal
finances and the sustainability of jobs
will likely affect the company’s business
and finances at least during the current

operating year.

On 17 March 2020, DEN Group initiated
a cooperation procedure to improve
its profitability and cost-efficiency. The
negotiations are based on the uncer-
tainty caused by the coronavirus and
on possible interruptions and cancella-
tions in sales, design, orders, manufac-
turing, construction, HVAC installations
and earthworks services. At most, the
cooperation procedure may lead to
temporary lay-offs of DEN Group emp-

loyees for a period of at most 90 days.

At the time of the signing of the fi-
nancial statements, the effects of the
coronavirus on the operations of DEN
Group have so far been limited. In
future, the coronavirus may affect the
group’s operations - for example, by
closing construction sites due to seve-
ral cases of illness or mobility restric-
tions, and by reducing the demand

for products - for example, due to the
general uncertainty, increased unemplo-
yment and reduced availability of finan-
cing. The group management aims to
prepare for all identifiable material risks
by planning alternative measures to
maintain operations. The nature of the
business means the group can adjust
its cost structure and working capital
to possible strong changes in demand

resulting from the coronavirus.

Pandemic-related factors may have a
significant impact on the company, but
at this stage it is difficult to estimate
the size and timing of the potential
impact on the consolidated result and
financial position of the group in the
future. The management actively mo-
nitors the situation and assesses the
impact of the above factors on the
consolidate revenue and profit and loss,
as well as on the valuation of assets

in the balance sheet, especially items
requiring management discretion such
as goodwill, during the 2020 finan-
cial year. According to the company’s
understanding, the company can se-
cure sufficient financial resources and
funding to ensure the continuity of its

operations.



FINANCIAL STATEMENTS, PARENT COMPANY

Income statement, parent company (FAS)

1 Jan-31 Dec 2019 1 Jan-31 Dec 2018

72

Revenue 867 143,11 1 381 850,87
Personnel expenses

Salaries and remuneration -402 004,52 -284 687,50

Indirect personnel expenses

Pensions -41 847,12 -2 276,97

Other personnel expenses -1 559,32 -3 841,52
Other operating expenses -395 717,60 -1 024 580,90
Operating profit 26 014,55 41 463,98
Financial income and expenses
Other interest income and financial income

From group companies 806 169,46 922 706,01
Interest expenses and other financial expenses

Ln;s:g;ment of investments under non-current -29 117 000,00 0,00

To group companies 0,00 0,00

To others 0,00 -69,26
Total financial income and expenses -28 310 830,54 922 636,75
Profit/loss before appropriations and taxes -28 284 815,99 964 100,73
Appropriations (group contributions) -820 000,00 0,00
Income taxes -2 436,80 -196 234,58
Profit/loss for the period -29 107 252,79 767 866,15
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Balance sheet, parent company, (FAS)

ASSETS

Non-current assets
Investments

Shares in group companies

71 897 018,15

80 828 775,39

Pysyvat vastaavat yhteensa 71 897 018,15 80 828 775,39
Current assets

Non-current receivables

Receivables from group

companies 0,00 18 603 910,40
Current receivables

Receivables from group

companies 188 053,93 882 109,90

Other receivables 406 026,23 368 841,34
Cash and cash equivalents 0,00 0,00
Total current assets 594 080,16 19 854 861,64
TOTAL EQUITY AND LIABILITIES 72 491 098,31 100 683 637,03

EQUITY AND LIABILITIES

Equity
Share capital

Invested non-restricted equity
reserve

Retained earnings

Profit/loss for the period

65 002 500,00
34 150 771,76

1450 022,24
-29 107 252,79

65 002 500,00
34 150 771,76

682 156,09
767 866,15

Total equity

Liabilities

Current liabilities

71 496 041,21

100 603 294,00

Trade payables 1 936,88 11 545,62
Liabilities to group companies 820 000,00 0,00
Other liabilities 56 769,29 16 861,48
Accrued liabilities 116 350,93 51 935,93
Total current liabilities 995 057,10 80 343,03
Total liabilities 995 057,10 80 343,03

TOTAL EQUITY AND LIABILITIES

72 491 098,31

100 683 637,03



Interest expenses paid and other
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0,0 -69,26
financial expenses
Cash flow from operating activities Financial income from operating 0.00 922 706.01
. .. activities ’ !
Profit/loss before appropriations 28 284 815.99 964 10073
and taxes ' ' Dividends received 0,00 0,00
Adjustments Taxes paid / tax refunds received -196 234,58 -334 001,27
Depreciations according to plan 0,00 0,00 Net cash from operating activities 0,00 804 896,29
Impairment of investments under
non-current assets 25 LT 0000
Cash flow from investment
Proceeds from the sale of non- 0.00 0.00 activities
current assets ! !
) i Acquisitions of group companies 0,00 0,00
Other adjustments without cash 403.25 0.00
flow ’ ’ Net cash from investment activities 0,00 0,00
Financial income and expenses -806 169,46 -922 636,75
Cash flow from operating activities Cash flow from financing activities
before changes in working capital 26417.80 4146338 Repayment of non t loan
epayme non-current loa )
receivables e S T T
Changes in working capital Repayment of non-current loans 0,00 -1306 143,39
Change in current non-interest- Proceeds from non-current loans
bearing receivables 48 141,38 253 291,97 drawn 0,00 0,00
(b:gaarri]r?g ;ggm;lrg:t non-interest- 121 675,40 78 495,14 Acquisition of treasury shares 0,00 0,00
Proceeds from share issues 0,00 1 400 023,80
Cash flow from operating activities
before ﬁ‘r'\vancial it':ms ;ngd taxI;’; I 196 234,58 216 260,81 Net cash from financing activities 0,00 -804 896,29
Change in cash and cash
equivalents 0,00 0.00
Cash and cash equivalents at the
beginning of the financial period ue e
Cash and cash equivalents at the 0.00 0.00

end of the financial period
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Parent company
accounting principles

The financial statements of DEN Group Oy are
prepared in accordance with the principles set
out in chapter 4 of the Government Decree on the
information presented in the financial statements
of a small undertaking and micro-undertaking
(1753/2015).

Measurement and recognition principles and met-
hods

Shares in group companies, presented in in-
vestments under non-current assets, are measu-
red at cost.

Trade, loans and other receivables, presented in
financial assets, are measured at their nominal

value or a lower likely value.

Items denominated in foreign currencies
There are no items denominated in foreign cur-

rencies.

Notes to the income statement

Revenue by function

Intra-group service charges 867 143,11 1 381 850,87
Total 867 143,11 1 381 850,87
Auditors’ fees

Mandatory audits -75 495,42 -256 108,00
Activities in accordance with chapter 1,

section 1, subsection 2 of the Finnish 0,00 -3 108,00
Accounting Act

Other services -26 069,35 -37 292,00
Total -101 564,77 -296 508,00
Financial income and expenses

Interest income from group companies 806 169,46 922 706,01
Interest expenses to others 0,00 -69,26
Total -28 310 830,54 922 636,75
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Notes to the balance sheet, assets

Investments

Acquisition cost 1 Jan 80 828 775,39

80 028 772,83

Increases 20 185 242,76 800 002,56
Acquisition cost 31 Dec 101 014 018,15 80 828 775,39
Accumulated impairment 1 Jan 0,00 0,00
Impairment -29 117 000,00 0,00
Accumulated impairment 31 Dec -29 117 000,00 0,00

Carrying value 1 Jan 80 828 775,39

80 028 772,83

Carrying value 31 Dec 71897 018,15 80 828 775,39
Long-term receivables from group

companies

Loans 0,00 18 603 910,40
Total 0,00 18603910,40

Short-term receivables from group companies

Trade receivables 188 053,93 106 947,00
Accrued income 0,00 775 162,90
Total 188 053,93 882 109,90
Current receivables

Other receivables 406 026,23 368 841,34
Total 406 026,23 368 841,34

Other receivables mainly concern cash and cash equivalents

pledged as security.
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Notes to the balance sheet, equity and liabilities

Share capital 1 Jan
Share capital 31 Dec

Invested non-restricted equity
reserve 1 Jan

Share issue

65 002 500,00 65 002 500,00
65 002 500,00 65 002 500,00

34 150 771,76 31 950 745,40

0,00 2 200 026,36

Invested non-restricted equity
reserve 31 Dec

34 150 771,76 34 150 771,76

Retained earnings 1 Jan 682 156,09 19 256,21
Profit for the previous period 767 866,15 662 899,88
Retained earnings 31 Dec 1450 022,24 682 156,09
Profit/loss for the period -29 107 252,79 767 866,15

Total equity

71496 041,21 100 603 294,00

Calculation of distributable funds

Invested non-restricted equity
reserve

34 150 771,76 34 150 771,76

Retained earnings 1450 022,24 682 156,09
Profit/loss for the period -29 107 252,79 767 866,15
Total 6 493 541,21 35600 794,00

The company did not hold any treasury shares in

2018 and 20109.

Current liabilities to group
companies

Other liabilities 820 000,00 0,00
Total 820 000,00 0,00
Material items included in

accrued liabilities

Salary debt 80 797,50 0,00
Holiday pay debt 25 646,73 15 152,40
Non-wage labour cost debt 9 906,70 9 822,20
Other liabilities 0,00 26 961,33
Other liabilities 116 350,93 51 935,93

Guarantees and contingent liabilities

Shares in subsidiaries
pledged as security

Shares in subsidiaries
pledged as security

Guarantees given on behalf
of other group companies

Guarantees given and other
commitments

Enterprise mortgages

Enterprise mortgage given
as pledge

71 897 018,15

0,00

53 300 000,00

80 828 775,39

0,00

53 300 000,00



The enterprise mortgage is pledged as security for
Den Finland Oy’s loans from financial institutions. Loan recei-
vables from group companies are pledged as security for

Den Finland Oy’s loans from financial institutions.

Notes on personnel and members of administrative personnel

Average number of personnel
during the period

Salaried employees 1 1

Total 1 1

Salaries and remuneration of the CEO and members of the
Board of Directors are specified in Note 25 to the

consolidated financial statements.
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Signatures to the report of the board of directors and financial statements

Helsinki, 31 March 2020

Saku Sipola
Chair of the Board of Directors

Kari Neilimo

Member of the Board of Directors

The auditor’s note

Jan Mattlin

Member of the Board of Directors

Anu Tuomola

Member of the Board of Directors

A report on the audit performed has been issued today.

Deloitte Oy
Audit firm

Eero Lumme
APA

Heikki Lahtinen

Member of the Board of Directors

Pasi Tolppanen
Chief Executive Officer
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