






21 
STRAIGHT 
YEARS  
OF COMP STORE INCREASES



We were proud to mark our 40th year as a company in 2016  
with another year of terrific performance! We achieved above- 
plan comparable store sales and earnings per share results,  
and are convinced we continued to grow our market share  
around the world. Our eclectic mix of branded merchandise,  
at amazing values, is resonating with consumers in all our  
geographies. We were particularly pleased that customer  
traffic drove our comparable store sales increases, both on a  
consolidated basis and at each of our four major divisions.  
We are confident that we are attracting new shoppers to our  
stores and that existing customers are visiting more fre-
quently. Marmaxx, our largest division, achieved very strong 
performance as we brought T.J. Maxx and Marshalls to 
even more U.S. shoppers. HomeGoods delivered another  
year of excellent results as we extended the reach of our 
leading home fashions chain to additional U.S. markets. TJX 
Canada posted outstanding results while bringing its three 
chains to more Canadian consumers. TJX International  
delivered results in line with our expectations in a challenging  
retail environment while continuing its expansion in our  
existing European countries and further integrating our  
Australian chain. We also continued the methodical growth 
of our U.S. and U.K. e-commerce sites, which we view as 
another way to drive incremental sales and traffic. 

For the year, net sales reached $33.2 billion, up more than $2 
billion from 2015. This represents growth of 7%, over a sales 
increase of 6% in the prior year. Consolidated comparable 
store sales grew a strong 5%, over a 5% increase last year. 
Over the last four decades, our steady growth in sales and 
profit demonstrates the consistency, resiliency and flexibility 
of our off-price business model. In our history as a company,  
we have had an annual comparable store sales decline in  

only one year. Further, we marked our 21st consecutive year  
of comparable store sales increases in 2016! Net income  
in 2016 rose to $2.3 billion and adjusted earnings per share  
were $3.53, a 6% increase over the prior year.1 While  
our EPS growth reflected a significant negative impact 
from wage increases and foreign currency for the second  
consecutive year, we were pleased to exceed our expecta-
tions. Further, merchandise margin increased significantly,  
on top of a solid increase in the prior year, which again  
demonstrates the flexibility of our model to succeed in many 
types of environments. Most importantly, we achieved this 
increase while continuing to offer our customers excellent 
values. Overall, we grew total square footage by 4% and 
opened a total of 198 new stores to end the fiscal year with 
3,812 stores. Notably, we did not close any stores in 2016 in 
a volatile retail environment. Our successful track record over 
40 years is a testament to the dedication and commitment  
of our Associates throughout our long history. At year end, 
we were very proud to employ approximately 235,000  
Associates worldwide. 

KEY TJX STRENGTHS

We are the only major international off-price apparel and 
home fashions retailer in the world! The key strengths  
that we have developed and refined over our 40-year  
history give us great confidence in our ability to continue our  
successful growth for many years to come. Further, we have  
decades of experience training and building talent in the  
U.S. and internationally. These elements of our business  
also differentiate us from most major retailers and allow us  
to operate one of the world’s most flexible retail models. 3
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Our commitment to value starts with our world-class buying 
organization, which we truly believe is the best in retail. Our 
more than 1,000 buying Associates worldwide have a deep 
understanding of merchandising and fashion, and many of 
them have decades of off-price buying expertise. With our 
best-in-class training program focused on teaching and  
developing talent, we have more than doubled the size of our 
buying organization over the last 10 years, which in turn has 
supported our global store growth. The depth and breadth of 
our buyers’ knowledge allows us to offer fashions and brands 
relevant to a wide customer demographic, including millennial  
shoppers. Further, our buyers can shift their buying dollars 
to capitalize on what they see as the hottest categories and  
latest fashion trends because our store formats are so flexible.  
Our flexibility and nimbleness in the marketplace allow us to 
offer customers what they want, when they want it!

We see ourselves as a global sourcing machine, with buyers  
based in 15 offices across 11 countries and four continents. 
Our worldwide buying team sources from a universe of over 
18,000 vendors and more than 100 countries. We have added  
thousands of vendors and dozens of new countries in the 
last 10 years, resulting in an even wider, global selection  
of merchandise. We offer vendors many ways to grow 
their businesses and believe we have become increasingly  
attractive to them as we continue to open stores globally.  
We are convinced that our vendor relationships are some  
of the best in retail and can lead to amazing merchandise 
opportunities, assortments and values for our shoppers! 

An important differentiator for TJX is that off-price retail is  
all that we do. With this focus, we have developed our  
distribution network, IT systems and global supply chain  
to specifically support our highly integrated, international  
off-price business over the last four decades. Our global  
distribution network can efficiently process thousands of  
buys from thousands of different vendors, every week. Our 
proprietary IT systems have been designed to support our  
opportunistic buying and precisely allocate merchandise  
to the right stores at the right time. With our flexible, global  
supply chain, we can react rapidly to changing customer  
preferences and market trends. Our global infrastructure  

is built around off-price retailing, which we see as a  
tremendous advantage and extremely difficult for others to 
replicate. Importantly, we are investing ahead of our sales to 
support our medium- and long-term growth plans.  

Our ability to capitalize on our global presence gives 
us great confidence that we can continue our successful 
growth around the world. We operate seven retail chains in 
nine countries across three continents, and have decades of  
international experience. Further, we are the largest off-price 
retailer in the U.S. and Canada and the only major brick-and-
mortar, off-price retailer in Europe and Australia. Our four 
major divisions run on the same flexible, off-price business 
model and are highly integrated and synergistic. We function  
as “One TJX” and leverage our extensive knowledge and  
expertise by sharing ideas, initiatives, talent, and best practices  
across the Company. We believe the depth of our global, off-
price experience is unmatched and a key advantage as we 
continue our U.S. and international growth.

All of these key strengths have allowed us to successfully  
expand our business around the world while offering  
consumers an ever-changing, eclectic mix of merchandise  
at compelling values, every day! Our commitment to value  
has been the foundation of our Company since day one and 
is unwavering. Our mission of delivering value through 
a combination of brand, fashion, price, and quality has  
resonated with consumers throughout our history and in 

many types of retail and economic environments. We are 
confident that our focus on value will continue to attract new 
shoppers and encourage our existing customers to shop 
more frequently.

GROWTH INITIATIVES TO  
GAIN MARKET SHARE

We have great confidence in our ability to further our global  
growth and capture additional market share. Our growth 
strategy is focused on our initiatives to drive customer traffic 
and comparable store sales and continue our expansion in 
the U.S. and internationally.

4  
DECADES  

BUILDING GLOBAL TEAMS  
AND INFRASTRUCTURES
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Driving Customer Traffic  
and Comparable Store Sales

We were extremely pleased with our customer traffic gains  
in 2016 and the growth in new customers, particularly  
millennial shoppers, across all our divisions. At the same 
time, we are convinced that enormous opportunities remain 
to grow our customer base around the world. We plan to  
continue targeting consumers across a wide demographic 
in both existing and new markets.

To attract more shoppers, we take an integrated approach  
to marketing. We engage consumers through television, 
print, radio, digital, mobile, and social media advertising 
so that our retail chains are visible wherever shoppers are  
looking. During the holiday season, we once again leveraged  
our marketing dollars with tri-branding campaigns in the 
U.S. and Canada, which we believe helped attract more 
customers and increase awareness of our retail banners. To 
encourage more frequent visits and cross shopping of our 
stores, we are growing our loyalty programs. This is an 
important initiative as customers who shop more than one 
of our banners, on average, spend considerably more with 
us in total.

We remain committed to upgrading the shopping ex-
perience. In 2016, we were thrilled to see our customer 
satisfaction scores increase at every division, but still see 
room to become even better! In 2017, we plan to remodel  
approximately 260 stores across the Company, incorpo-
rating feedback from our customers. Most importantly, we  
plan to keep adding new brands and exciting fashions at 
great values.

While e-commerce remains a very small part of our overall 
business, we see it as complementary to our physical stores 

and a great way to drive incremental sales and traffic. We 
plan to continue our strategy of differentiating our online 
merchandise mix to encourage customers to shop both 

through e-commerce and in our stores.

We view ourselves as leaders in innovation. 
We are always testing new ideas and initiatives  
across the Company that may lead to new  
categories or businesses. In 2017, we have  

several major initiatives planned. 

With many years of successful growth at HomeGoods  
and our home businesses across the Company, we  

are delighted with our plans to launch a second U.S.  
home concept. Our approach is to differentiate the mer-
chandise selections and stores to encourage consumers 
to shop both HomeGoods and the new concept, which 
has been key to our profitable expansion of T.J. Maxx 
and Marshalls in the U.S. and of Winners and Marshalls 

in Canada. We also plan to open about 20 HomeGoods 
stores within some of our larger, existing Marmaxx stores. 
We believe this will increase overall efficiency of these stores 
while introducing HomeGoods to additional U.S. markets 
more quickly. 

In Australia, we have made excellent progress integrating 
our Trade Secret business, which we acquired in 2015, into 
TJX. To leverage one of our powerful, global retail banners, 
we plan to convert our Trade Secret stores to T.K. Maxx this 
spring. We are confident that this conversion, combined  
with the improvements we have already made in the busi-
ness, will help us attract a broader set of value-oriented  
consumers. T.K. Maxx is known and loved across Europe 
and we are confident it will succeed in Australia as well! 

At Sierra Trading Post, we are transitioning the online  
business to offering great off-price values every day and 
plan to further test this concept in a brick-and-mortar  
format. In 2017, our plans call for opening 15 additional 
stores across the U.S.

We will never be complacent and are always seeking new 
seeds that could drive meaningful growth in the future!

Global Store Growth

We see tremendous potential to expand our retail chains in 
the U.S. and internationally. Overall, we believe we can grow 
our store base by almost 1,800 stores, or by about 50%, 
to 5,600 stores long term. This growth reflects the oppor-
tunity we see with just our current chains in just our current 
markets alone. Beyond this, we believe our off-price concept 
can work wherever consumers seek brand-name fashions at 
great values!

Underscoring our confidence in our expansion plans are our 
four decades of operational experience, disciplined approach  
to real estate, and differentiated in-store shopping experience  7



  POTENTIAL TO ADD ALMOST  

1,800  
 STORES
  JUST IN CURRENT COUNTRIES



and merchandise mix. In 2017, we plan to net about 250 
new stores, which would represent approximately 5% total  
square footage growth.

At MARMAXX, significant opportunity remains to grow  
our largest, most profitable division. Long term, we see the  
potential to grow this chain to 3,000 stores, about 800 more 
than today. This division’s long track record of consistent, ex-
cellent results gives us great confidence. In 2016, Marmaxx  
surpassed $20 billion in sales and delivered a 5% comparable  
store sales increase. Marmaxx also maintained very strong 
profits despite the negative impact of wage increases.  
We have been successfully locating stores closer to one  
another and believe opportunity remains to further broaden 
the reach of our T.J. Maxx and Marshalls chains throughout 
the U.S., particularly in urban and rural markets.

As we look at the total home retailing market in the U.S., 
we see huge opportunity to capture additional share as we 
believe we are significantly underpenetrated in this sector. 
Our long-term estimate of 1,000 home fashions stores in 
the U.S. reflects the opportunity we see for HOMEGOODS 
only and does not yet contemplate the potential to grow our  
second U.S. home concept. There are about 80 U.S. markets  
where we operate a T.J. Maxx or Marshalls that do not have  
a HomeGoods, which speaks to the opportunity to introduce  
this chain to our already loyal shoppers. Also key to our  
confidence are HomeGoods’ consistently stellar results.  
In 2016, we were proud to surpass $4 billion in sales and 
achieve a comparable store sales increase of 6%. We see 
a great future ahead for HomeGoods and our new home 
concept. We are confident that shoppers will love our 
fast-changing, global mix of home fashions at both banners!

At TJX CANADA, which includes Winners, HomeSense and 
Marshalls, we were proud to celebrate our 400th store open-
ing in 2016! Long term, we see the potential to grow to 500 
stores in Canada. Our estimate reflects the opportunity to fur-
ther expand our Marshalls chain throughout that country as 
well as locate more Winners and HomeSense stores closer 
to one another and in more rural markets. TJX Canada deliv-
ered another terrific year in 2016, surpassing $3 billion in U.S.  
dollar sales and achieving an 8% increase in comparable 

store sales. In our 25-plus years in Canada, we have built this 
division into the largest off-price retailer in the country, by far. 
We are proud to bring our loyal Canadian customers terrific 
merchandise and values every day! 

At TJX INTERNATIONAL, which comprises T.K. Maxx and 
HomeSense in Europe and our Australian business, we see 
excellent opportunities for growth. Our long-term target of 
1,100 stores for this division reflects just the potential we see 
to grow T.K. Maxx in our existing European countries and 
Australia, and HomeSense in the U.K., before contemplating 
expansion into new countries. In 2016, this division achieved 
results in line with our expectations and continued to gain 
market share. TJX International posted a 2% increase in 
comparable store sales, despite a challenging retail environ-
ment in Europe. 

In Europe, we remain the only brick-and-mortar off-price  
retailer of significant size. In 2016, we were thrilled to open  
our 500th T.K. Maxx store, including our 100th T.K. Maxx 
in Germany, both proud milestones for our Company!  
We opened additional stores across each of the six  
European countries in which we operate and strength-
ened our off-price leadership position in each market. We 
are confident that our 20-plus years of European operating  
experience will continue to serve us well.

In Australia, we started remodeling our Trade Secret stores 
in 2016 and improved the selection of merchandise as part 
of the integration process into TJX. We are excited about our 
plans to convert these existing stores to T.K. Maxx in 2017 
and to begin marketing our new retail banner for the first time 
with campaigns targeting value-oriented shoppers. We are 
pleased with our progress thus far and excited about our  
prospects in this corner of the globe!

INVESTING FOR GROWTH

Investing to support our growth goals remains a top priority.  
We are strategically reinvesting in the business to  
strengthen our leadership positions and capture additional 
market share around the world. Importantly, we are investing  
in initiatives in areas where we have decades of knowledge  
and expertise which gives us confidence that we will be  
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successful. In 2017, we plan to continue to invest in our  
distribution network, IT systems and global supply chain 
in order to have the infrastructure and systems in place to 
support our worldwide store growth plans. Further, we are  
investing in new stores, store remodels, new seeds, and talent  
and training. We take a disciplined approach to investing 
and are convinced that the investments we make today will 
strongly position TJX for the next level of growth!

FINANCIAL STRENGTH

Our financial strength and flexibility are major reasons for  
our confidence in achieving our goals. Our strong financial 
returns and enormous cash generation allow us to simul-
taneously invest in the growth of the business and return 
cash to shareholders. We take a disciplined approach to 
capital allocation, which drives our strong return on invested  
capital.2  Our “A+” S&P Global rating is one of the strongest 
in retail and is an important metric for our vendors, landlords 
and other business associates. In 2016, we generated $3.6 
billion in cash from operations and spent a total of $1.7 billion 
to repurchase stock, retiring 22.3 million shares. Further, we 
increased the per-share dividend by 24%, marking our 20th 
straight year of dividend increases.

We remain committed to maintaining our strong credit ratings  
and continuing our dividend and share buyback programs.  
In April 2017, our Board of Directors approved a 20%  
increase in the per-share dividend, which represents the  
21st consecutive year of dividend increases. Over this period 
of time, our Company’s dividend has risen at a compound 
annual rate of 23%. Further, in 2017, we plan to continue 
our significant share buyback program, with approximately 
$1.3 to $1.8 billion of repurchases planned for the year. All  
of these actions underscore our confidence in our ability to  
continue delivering strong, profitable sales and cash flow,  
and generate superior financial returns.

2017 OUTLOOK AND STRATEGIC VISION

We are extremely proud of TJX’s many achievements over the 
past 40 years and even more excited about our future! We 
have a clear, long-term vision for growth and are confident 
that we have the right strategy, culture and people in place 
to become a $40 billion-plus Company. Our key strengths 
give us confidence that we will continue to deliver success-
ful growth domestically and internationally for many years to 
come. In 2017, our assumptions for total sales and com-
parable store sales growth are in line with how we have 
planned prior years. As always, our management team is 
passionate about surpassing our goals. We have many ini-
tiatives planned to drive customer traffic and are convinced 
that we can continue to gain market share around the world.  

We see a long runway for growth ahead for our Company 
and are far from finished growing TJX as the only major inter-
national off-price retailer in the world!

OUR BOARD OF DIRECTORS  
AND OUR GRATITUDE

We were delighted to welcome Jackwyn Nemerov to our 
Board of Directors in 2016. Jacki’s deep retail expertise in 
brand building, marketing, supply chain, and e-commerce is 
an excellent complement to our Board. We very much look 
forward to working with Jacki as we continue our growth 
around the world.

As we mark our 40th year in business, we want to express 
our sincerest gratitude to our Associates around the 
globe. It is thanks to the hard work and dedication of our  
Associates throughout our history that we are the Company  
we are today. We are particularly proud of our culture, which 
is grounded in our core values of honesty, integrity and  
treating each other with dignity and respect. These values 
have been at the heart of our Company since the beginning  
and will guide us in the future. We are also grateful to our  
existing and new customers for their patronage. Finally, we  
thank our fellow shareholders, vendors and other business 
associates for their ongoing support.

Respectfully,

20 
CONSECUTIVE  

YEARS OF DIVIDEND  
INCREASES 

Carol Meyrowitz
EXECUTIVE CHAIRMAN  
OF THE BOARD

Ernie Herrman
CHIEF EXECUTIVE OFFICER 
AND PRESIDENT

10
1� FY17 adjusted EPS of $3.53 excludes the negative impact of $.07 from a third quarter debt extinguishment charge and a pension settlement charge from GAAP EPS of 
$3.46.  2 Using a definition commonly used by analysts, return on invested capital is tax-affected earnings before interest and tax (EBIT), assuming a normalized tax rate  
of 37.5%, divided by average invested capital during that period. This differs from our internal definition.



Our Workplace  
reflects TJX’s commitment to diversity and  
inclusion as well as training and development of  
our Associates.

Our Communities  
encompasses our support of many charitable  
organizations around the world.

Environmental Sustainability 
demonstrates our progress in reducing our impact  
on the environment, including our greenhouse  
gas emissions.

Responsible Business
includes corporate governance, our ethical  
approach to managing our business and ensuring 
that people are treated with dignity and respect.

At TJX, delivering real value lives at the heart of our business. For 40 years, we have been 

focused on delivering amazing value to our customers while simultaneously being deeply com-

mitted to bringing value to the many other important stakeholders we serve—our Associates,   

neighbors, vendors, and shareholders. We recognize that there is real value that we bring to the 

world that extends far beyond the merchandise we sell, and that we must operate responsibly, 

with our long-held principles of honesty, integrity and treating each other with dignity and respect 

central to our efforts. Our global corporate responsibility efforts are reported under four pillars,  

as seen below. 

We are proud of our accomplishments and also recognize that corporate responsibility is a  

journey. We remain passionate about continuously improving our programs and working to make 

a positive, sustainable impact on the world in which we live and conduct our business. To learn 

more, visit “Responsibility” on tjx.com. 

TJX VALUE  
C O R P O R A T E  R E S P O N S I B I L I T Y 
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hedge on issued debt, all of which are recorded net of the related income tax effects. The following table details the

changes in accumulated other comprehensive income (loss) for fiscal 2017, fiscal 2016 and fiscal 2015:

Amounts in thousands

Foreign

Currency

Translation

Deferred

Benefit Costs

Cash Flow

Hedge on Debt

Accumulated

Other

Comprehensive

Income (Loss)

Balance, February 1, 2014 $ (76,569) $(122,963) $ — $(199,532)

Foreign currency translation adjustments (net of taxes

of $56,567) (218,700) — — (218,700)

Recognition of net gains/losses on benefit obligations

(net of taxes of $91,941) — (139,366) — (139,366)

Loss on cash flow hedge (net of taxes of $3,149) — — (4,762) (4,762)

Amortization of loss on cash flow hedge (net of taxes of

$300) — — 452 452

Amortization of prior service cost and deferred gains/

losses (net of taxes of $4,591) — 7,523 — 7,523

Balance, January 31, 2015 (295,269) (254,806) (4,310) (554,385)

Foreign currency translation adjustments (net of taxes

of $41,048) (143,923) — — (143,923)

Recognition of net gains/losses on benefit obligations

(net of taxes of $6,335) — 9,629 — 9,629

Amortization of loss on cash flow hedge (net of taxes of

$450) — — 684 684

Amortization of prior service cost and deferred gains/

losses (net of taxes of $13,501) — 20,523 — 20,523

Balance, January 30, 2016 (439,192) (224,654) (3,626) (667,472)

Foreign currency translation adjustments (net of taxes

of $25,656) (52,611) — — (52,611)

Recognition of net gains/losses on benefit obligations

(net of taxes of $7,394) — (11,239) — (11,239)

Pension settlement charge (net of taxes of $12,369) — 18,804 — 18,804

Amortization of loss on cash flow hedge (net of taxes of

$450) — — 684 684

Amortization of prior service cost and deferred gains/

losses (net of taxes of $11,584) — 17,608 — 17,608

Balance, January 28, 2017 $(491,803) $(199,481) $(2,942) $(694,226)

Note E. Capital Stock and Earnings Per Share

Capital Stock: TJX repurchased and retired 22.3 million shares of its common stock at a cost of $1.7 billion

during fiscal 2017, on a “trade date basis.” TJX reflects stock repurchases in its financial statements on a “settlement

date” or cash basis. TJX had cash expenditures under repurchase programs of $1.7 billion in fiscal 2017, $1.8 billion

in fiscal 2016 and $1.7 billion in fiscal 2015, and repurchased 22.3 million shares in fiscal 2017, 26.6 million shares in

fiscal 2016 and 27.6 million shares in fiscal 2015. These expenditures were funded primarily by cash generated from

operations. As of January 28, 2017 TJX had $1.8 billion available under the existing $2.0 billion stock repurchase

program announced by TJX in February 2016. In addition, in February 2017, TJX announced the Board of Directors

had approved the repurchase of an additional $1.0 billion of TJX common stock from time to time.

All shares repurchased under the stock repurchase programs have been retired.

TJX has five million shares of authorized but unissued preferred stock, $1 par value.
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Earnings Per Share: The following table presents the calculation of basic and diluted earnings per share for net

income:

Fiscal Year Ended

Amounts in thousands except per share amounts

January 28,

2017
January 30,

2016

January 31,

2015

Basic earnings per share:

Net income $2,298,234 $2,277,658 $2,215,128

Weighted average common stock outstanding for basic earnings per

share calculation 655,647 673,484 692,691

Basic earnings per share $ 3.51 $ 3.38 $ 3.20

Diluted earnings per share:

Net income $2,298,234 $2,277,658 $2,215,128

Weighted average common stock outstanding for basic earnings per

share calculation 655,647 673,484 692,691

Assumed exercise/vesting of:

Stock options and awards 8,785 9,767 10,854

Weighted average common stock outstanding for diluted earnings per

share calculation 664,432 683,251 703,545

Diluted earnings per share $ 3.46 $ 3.33 $ 3.15

The weighted average common shares for the diluted earnings per share calculation excludes the impact of

outstanding stock options if the assumed proceeds per share of the option is in excess of the average price of TJX’s

common stock for the related fiscal periods. Such options are excluded because they would have an antidilutive

effect. There were 8.1 million, 4.1 million and 8.8 million such options excluded at the end of fiscal 2017, fiscal 2016

and fiscal 2015, respectively.

Note F. Financial Instruments

As a result of its operating and financing activities, TJX is exposed to market risks from changes in interest

and foreign currency exchange rates as well as fuel costs. These market risks may adversely affect TJX’s

operating results and financial position. TJX seeks to minimize risk from changes in interest rates and foreign

currency exchange rates and fuel costs, to the extent we deem appropriate, through the use of derivative

financial instruments. TJX does not use derivative financial instruments for trading or other speculative purposes

and does not use any leveraged derivative financial instruments. TJX recognizes all derivative instruments as

either assets or liabilities in the statements of financial position and measures those instruments at fair value. The

fair values of the derivatives are classified as assets or liabilities, current or non-current, based upon valuation

results and settlement dates of the individual contracts. Changes to the fair value of derivative contracts that do

not qualify for hedge accounting are reported in earnings in the period of the change. For derivatives that qualify

for hedge accounting, changes in the fair value of the derivatives are either recorded in shareholders’ equity as a

component of other comprehensive income or are recognized currently in earnings, along with an offsetting

adjustment against the basis of the item being hedged. TJX does not hedge its net investments in foreign

subsidiaries.

Diesel Fuel Contracts: TJX hedges portions of its estimated notional diesel requirements, based on the

diesel fuel expected to be consumed by independent freight carriers transporting TJX’s inventory. Independent

freight carriers transporting TJX’s inventory charge TJX a mileage surcharge for diesel fuel price increases as

incurred by the carrier. The hedge agreements are designed to mitigate the volatility of diesel fuel pricing (and

the resulting per mile surcharges payable by TJX) by setting a fixed price per gallon for the period being hedged.

During fiscal 2016 and fiscal 2017, TJX entered into agreements to hedge a portion of its estimated notional

diesel requirements for fiscal 2017. Similarly, during fiscal 2017, TJX entered into agreements to hedge a portion

of its estimated notional diesel requirements for the fiscal year ending February 3, 2018 (fiscal 2018). The hedge

agreements outstanding at January 28, 2017 relate to approximately 50% of TJX’s estimated notional diesel
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requirements for fiscal 2018. These diesel fuel hedge agreements will settle throughout fiscal 2018. TJX elected

not to apply hedge accounting rules to these contracts.

Foreign Currency Contracts: TJX enters into forward foreign currency exchange contracts to obtain economic

hedges on portions of merchandise purchases made and anticipated to be made by the Company’s operations in

Europe (United Kingdom, Ireland, Germany, Poland, Austria, and the Netherlands), TJX Canada (Canada), Marmaxx

(U.S.) and HomeGoods (U.S.) in currencies other than their respective functional currencies. These contracts typically

have a term of twelve months or less. The contracts outstanding at January 28, 2017 cover a portion of such actual

and anticipated merchandise purchases throughout fiscal 2018. Additionally, TJX’s operations in Europe are subject

to foreign currency exposure as a result of their buying function being centralized in the United Kingdom. All

merchandise is purchased centrally in the U.K. and then shipped and billed to the retail entities in other countries. This

intercompany billing to TJX’s European businesses’ Euro denominated operations creates exposure to the buying

entity for changes in the exchange rate between the Euro and British Pound. The inflow of Euros to the central buying

entity provides a natural hedge for merchandise purchased from third-party vendors that is denominated in Euros.

However, with the growth of TJX’s Euro denominated retail operations, the intercompany billings committed to the

Euro denominated operations is generating Euros in excess of those needed to meet merchandise commitments to

outside vendors. TJX calculates this excess Euro exposure each month and enters a 30 day hedge to mitigate the

exposure. TJX elected not to apply hedge accounting rules to these contracts.

TJX also enters into derivative contracts, generally designated as fair value hedges, to hedge intercompany debt

and intercompany interest payable. The changes in fair value of these contracts are recorded in selling, general and

administrative expenses and are offset by marking the underlying item to fair value in the same period. Upon

settlement, the realized gains and losses on these contracts are offset by the realized gains and losses of the

underlying item in selling, general and administrative expenses.

The following is a summary of TJX’s derivative financial instruments, related fair value and balance sheet

classification at January 28, 2017:

In thousands Pay Receive

Blended

Contract

Rate

Balance Sheet

Location

Current

Asset

U.S.$

Current

(Liability)

U.S.$

Net Fair

Value in

U.S.$ at

January 28,

2017

Fair value hedges:
Intercompany balances, primarily debt and related

interest
zł 67,000 £ 13,000 0.1940 (Accrued Exp) $ — $ (6) $ (6)
€ 63,000 £ 54,452 0.8643 Prepaid Exp 263 — 263

U.S.$ 68,445 £ 55,000 0.8036 Prepaid Exp 1,196 — 1,196

Economic hedges for which hedge accounting
was not elected:
Diesel contracts Fixed on 2.1M

— 2.5M gal
per month

Float on 2.1M
— 2.5M gal
per month N/A Prepaid Exp 2,183 — 2,183

Intercompany billings in Europe,
primarily merchandise related

€ 68,000 £ 58,306 0.8574 Prepaid Exp 262 — 262

Merchandise purchase commitments

C$ 462,025 U.S.$ 349,750 0.7570
Prepaid Exp /
(Accrued Exp) 1,089 (3,081) (1,992)

C$ 19,571 € 13,650 0.6975
Prepaid Exp /
(Accrued Exp) 22 (290) (268)

£ 180,963 U.S.$ 227,500 1.2572
Prepaid Exp /
(Accrued Exp) 2,327 (2,695) (368)

zł 249,079 £ 48,593 0.1951
Prepaid Exp /
(Accrued Exp) 681 (927) (246)

U.S.$ 22,226 € 20,686 0.9307
Prepaid Exp /
(Accrued Exp) 178 (257) (79)

Total fair value of financial instruments $8,201 $ (7,256) $ 945
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The following is a summary of TJX’s derivative financial instruments, related fair value and balance sheet

classification at January 30, 2016:

In thousands Pay Receive

Blended

Contract

Rate

Balance Sheet

Location

Current

Asset

U.S.$

Current

(Liability)

U.S.$

Net Fair

Value in

U.S.$ at

January 30,

2016

Fair value hedges:
Intercompany balances, primarily debt and

related interest
zł 87,073 C$ 29,950 0.3440 Prepaid Exp $ 144 $ — $ 144
zł 45,000 £ 7,403 0.1645 (Accrued Exp) — (448) (448)
€ 45,000 £ 34,496 0.7666 (Accrued Exp) — (200) (200)

U.S.$ 77,957 £ 55,000 0.7055 Prepaid Exp 535 — 535

Economic hedges for which hedge
accounting was not elected:
Diesel contracts Fixed on 900K

— 3.0M gal per
month

Float on 900K
— 3.0M gal per

month N/A (Accrued Exp) — (13,952) (13,952)
Intercompany billings in Europe,

primarily merchandise related
€ 60,000 £ 46,113 0.7686 Prepaid Exp 566 — 566

Merchandise purchase commitments

C$ 434,271 U.S.$ 322,050 0.7416
Prepaid Exp /
(Accrued Exp) 12,891 (1,601) 11,290

C$ 16,719 € 11,250 0.6729
Prepaid Exp /
(Accrued Exp) 316 (90) 226

£ 174,235 U.S.$ 262,250 1.5052 Prepaid Exp 13,996 — 13,996

zł 195,892 £ 33,088 0.1689
Prepaid Exp /
(Accrued Exp) 123 (926) (803)

U.S.$ 18,243 € 16,724 0.9167
Prepaid Exp /
(Accrued Exp) 72 (190) (118)

Total fair value of financial instruments $28,643 $(17,407) $ 11,236

The impact of derivative financial instruments on the statements of income during fiscal 2017, fiscal 2016 and

fiscal 2015 are as follows:

Amount of Gain (Loss) Recognized in

Income by Derivative

In thousands

Location of Gain (Loss) Recognized in

Income by Derivative

January 28,
2017

January 30,

2016

January 31,

2015

Fair value hedges:

Intercompany balances, primarily

debt and related interest

Selling, general

and administrative

expenses $(17,250) $ (3,927) $ 7,413

Economic hedges for which hedge

accounting was not elected:

Diesel contracts Cost of sales, including buying and

occupancy costs 3,906 (21,797) (16,050)

Intercompany billings in Europe,

primarily merchandise related

Cost of sales, including buying and

occupancy costs (8,684) (5,768) —

Merchandise purchase

commitments

Cost of sales, including buying and

occupancy costs 5,626 49,107 41,554

(Loss) Gain recognized in income $(16,402) $ 17,615 $ 32,917

Included in the table above are realized losses of $6.1 million in fiscal 2017, and gains of $28.5 million in fiscal

2016 and $24.3 million in fiscal 2015, all of which were largely offset by gains and losses on the underlying hedged

item.
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Note G. Disclosures about Fair Value of Financial Instruments

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly

transaction between market participants at the measurement date or “exit price.” The inputs used to measure fair

value are generally classified into the following hierarchy:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities

Level 2: Unadjusted quoted prices in active markets for similar assets or liabilities, or unadjusted quoted prices

for identical or similar assets or liabilities in markets that are not active, or inputs other than quoted

prices that are observable for the asset or liability

Level 3: Unobservable inputs for the asset or liability

The following table sets forth TJX’s financial assets and liabilities that are accounted for at fair value on a recurring

basis:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

Level 1

Assets:

Executive Savings Plan investments $195,733 $155,847 $151,936

Level 2

Assets:

Short-term investments $543,242 $352,313 $282,623

Foreign currency exchange contracts 6,018 28,643 39,419

Diesel fuel contracts 2,183 — —

Liabilities:

Foreign currency exchange contracts $ 7,256 $ 3,455 $ 1,942

Diesel fuel contracts — 13,952 15,324

Investments designed to meet obligations under the Executive Savings Plan are invested in registered investment

companies traded in active markets and are recorded at unadjusted quoted prices.

Short-term investments, foreign currency exchange contracts and diesel fuel contracts are valued using broker

quotations which include observable market information. TJX’s investments are primarily high-grade commercial

paper, institutional money market funds and time deposits with major banks. TJX does not make adjustments to

quotes or prices obtained from brokers or pricing services but does assess the credit risk of counterparties and will

adjust final valuations when appropriate. Where independent pricing services provide fair values, TJX obtains an

understanding of the methods used in pricing. As such, these instruments are classified within Level 2.

The fair value of TJX’s general corporate debt was estimated by obtaining market quotes given the trading levels

of other bonds of the same general issuer type and market perceived credit quality. These inputs are considered to be

Level 2. The fair value of long-term debt at January 28, 2017 was $2.17 billion compared to a carrying value of $2.23

billion. The fair value of long-term debt at January 30, 2016 was $1.70 billion compared to a carrying value of $1.62

billion. The fair value of long-term debt at January 31, 2015 was $1.73 billion compared to a carrying value of $1.62

billion. These estimates do not necessarily reflect provisions or restrictions in the various debt agreements that might

affect TJX’s ability to settle these obligations.

TJX’s cash equivalents are stated at cost, which approximates fair value, due to the short maturities of these

instruments.

Note H. Segment Information

TJX operates four main business segments. The Marmaxx segment (T.J. Maxx, Marshalls and tjmaxx.com) and

the HomeGoods segment both operate in the United States, the TJX Canada segment operates Winners,

HomeSense and Marshalls in Canada, and the TJX International segment operates T.K. Maxx, HomeSense and

tkmaxx.com in Europe and Trade Secret in Australia. TJX also operates Sierra Trading Post, an off-price Internet

retailer that operates a small number of stores in the U.S. The results of STP are included in the Marmaxx segment.
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All of TJX’s stores, with the exception of HomeGoods and HomeSense, sell family apparel and home fashions.

HomeGoods and HomeSense offer home fashions.

The percentages of our consolidated revenues by major product category for the last three fiscal years are as

follows:

Fiscal
2017

Fiscal

2016

Fiscal

2015

Apparel

Clothing including footwear 54% 55% 57%

Jewelry and accessories 15 15 14

Home fashions 31 30 29

Total 100% 100% 100%

For fiscal 2017, TJX Canada and TJX International accounted for 23% of TJX’s net sales, 15% of segment profit

and 24% of consolidated assets. For fiscal 2016, TJX Canada and TJX International accounted for 23% of TJX’s net

sales, 17% of segment profit and 23% of consolidated assets. For fiscal 2015, TJX Canada and TJX International

accounted for 24% of TJX’s net sales, 19% of segment profit and 23% of consolidated assets.

TJX evaluates the performance of its segments based on “segment profit or loss,” which it defines as pre-tax

income or loss before general corporate expense, loss on early extinguishment of debt, pension settlement charge

and interest expense, net. “Segment profit or loss,” as defined by TJX, may not be comparable to similarly titled

measures used by other entities. These measures of performance should not be considered alternatives to net

income or cash flows from operating activities as an indicator of TJX’s performance or as a measure of liquidity.

Presented below is financial information with respect to TJX’s business segments:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

Net sales:
In the United States

Marmaxx $21,246,034 $19,948,227 $18,687,880

HomeGoods 4,404,607 3,915,221 3,414,351

TJX Canada 3,171,127 2,854,617 2,883,863

TJX International 4,361,976 4,226,873 4,092,313

$33,183,744 $30,944,938 $29,078,407

Segment profit:
In the United States

Marmaxx $ 2,995,045 $ 2,858,780 $ 2,736,694

HomeGoods 613,778 549,318 463,193

TJX Canada 413,417 375,306 393,622

TJX International 235,519 316,939 337,406

4,257,759 4,100,343 3,930,915

General corporate expense 408,236 395,643 324,414

Loss on early extinguishment of debt 51,773 — 16,830

Pension settlement charge 31,173 — —

Interest expense, net 43,534 46,400 39,787

Income before provision for income taxes $ 3,723,043 $ 3,658,300 $ 3,549,884
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Business segment information (continued):

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

Identifiable assets:
In the United States

Marmaxx $ 5,440,448 $ 5,526,570 $ 5,014,573

HomeGoods 1,086,947 915,549 777,214

TJX Canada 1,345,003 1,021,584 1,020,955

TJX International 1,789,140 1,645,296 1,531,661

Corporate(1) 3,222,270 2,381,432 2,633,590

$12,883,808 $11,490,431 $10,977,993

Capital expenditures:
In the United States

Marmaxx $ 449,169 $ 442,910 $ 445,041

HomeGoods 173,979 130,593 148,354

TJX Canada 100,437 71,071 100,779

TJX International 301,162 244,806 217,348

$ 1,024,747 $ 889,380 $ 911,522

Depreciation and amortization:
In the United States

Marmaxx $ 385,007 $ 364,892 $ 340,830

HomeGoods 77,287 67,204 54,867

TJX Canada 62,427 54,573 66,141

TJX International 129,376 126,020 123,547

Corporate(2) 4,699 4,007 3,590

$ 658,796 $ 616,696 $ 588,975

(1) Corporate identifiable assets consist primarily of cash, receivables, prepaid insurance, prepaid service contracts and the trust assets in

connection with the Executive Savings Plan. Consolidated cash, including cash held in our foreign entities, is included with corporate assets

for consistency with the reporting of cash for our segments in the U.S.

(2) Includes debt discount accretion and debt expense amortization.

Note I. Stock Incentive Plan

TJX has a Stock Incentive Plan under which options and other share-based awards may be granted to its

directors, officers and key employees. This plan has been approved by TJX’s shareholders, and all share-based

compensation awards are made under this plan. The Stock Incentive Plan, as amended with shareholder approval,

has provided for the issuance of up to 347.8 million shares with 31.5 million shares available for future grants as of

January 28, 2017. TJX issues shares under the plan from authorized but unissued common stock.

Total compensation cost related to share-based compensation was $102.3 million, $94.1 million and $88.0 million

in fiscal 2017, 2016 and 2015, respectively. As of January 28, 2017, there was $128.7 million of total unrecognized

compensation cost related to nonvested share-based compensation arrangements granted under the plan. That cost

is expected to be recognized over a weighted-average period of two years.

Options for the purchase of common stock are granted with an exercise price that is 100% of market price on the

grant date, generally vest in thirds over a three-year period starting one year after the grant, and have a ten-year

maximum term. When options are granted with other vesting terms, the vesting information is reflected in the

valuation.
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The fair value of options is estimated as of the date of grant using the Black-Scholes option pricing model with

the following weighted average assumptions:

Fiscal Year Ended

January 28,
2017

January 30,

2016

January 31,

2015

Risk-free interest rate 1.20% 1.50% 1.79%
Dividend yield 1.2% 1.2% 1.2%
Expected volatility factor 23.8% 24.4% 24.2%
Expected option life in years 4.8 4.5 4.5
Weighted average fair value of options issued $14.55 $14.48 $12.00

The risk-free interest rate is for periods within the contractual life of the option based on the U.S. Treasury yield

curve in effect at the time of grant. We use historical data to estimate option exercises, employee termination behavior

and dividend yield within the valuation model. Expected volatility is based on a combination of implied volatility from

traded options on our stock, and historical volatility during a term approximating the expected life of the option

granted. The expected option life represents an estimate of the period of time options are expected to remain

outstanding based upon historical exercise trends. Employee groups and option characteristics are considered

separately for valuation purposes when applicable.

Stock Options: A summary of the status of TJX’s stock options and related weighted average exercise prices

(WAEP) is presented below (shares in thousands):

Fiscal Year Ended

January 28, 2017 January 30, 2016 January 31, 2015

Options WAEP Options WAEP Options WAEP

Outstanding at beginning of year 28,686 $41.68 30,078 $34.91 32,628 $28.30
Granted 4,305 75.04 4,169 72.54 4,849 59.70
Exercised (5,265) 30.83 (5,124) 25.87 (6,981) 20.39
Forfeitures (373) 66.15 (437) 55.06 (418) 48.76

Outstanding at end of year 27,353 $48.69 28,686 $41.68 30,078 $34.91

Options exercisable at end of year 18,980 $38.69 20,175 $31.75 21,001 $25.75

The total intrinsic value of options exercised was $239.7 million in fiscal 2017, $227.4 million in fiscal 2016 and

$286.3 million in fiscal 2015.

The following table summarizes information about stock options outstanding that were expected to vest and

stock options outstanding that were exercisable as of January 28, 2017:

Shares in thousands Shares

Aggregate

Intrinsic

Value

Weighted

Average

Remaining

Contract Life WAEP

Options outstanding expected to vest 7,747 $ 24,974 8.9 years $71.42
Options exercisable 18,980 $675,109 5.0 years $38.69

Total outstanding options vested and expected to vest 26,727 $700,083 6.2 years $48.18

Options outstanding expected to vest represents total unvested options of 8.3 million adjusted for anticipated

forfeitures.

Performance-Based Stock Awards: TJX has granted performance-based restricted stock, performance-based

restricted stock units and performance-based deferred stock awards (collectively referred to as performance-based

stock awards) under the Stock Incentive Plan. These awards are granted without a purchase price to the recipient and

are subject to vesting conditions, including specified performance criteria aligned with management incentive plans

for a period of generally one to three years. The grant date fair value of the awards is charged to income over the

requisite service period during which the recipient must remain employed. The fair value of the awards is determined

at date of grant in accordance with ASC Topic 718 and assumes that performance goals will be achieved. If such

goals are not met, or only partially met, awards and related compensation costs recognized are reduced on a pro rata

basis.
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A summary of the status of our nonvested performance-based stock awards and changes during fiscal 2017 is

presented below:

Shares in thousands

Performance-

based stock

awards

Weighted

Average

Grant Date

Fair Value

Nonvested at beginning of year 1,776 $63.57
Granted 514 78.50
Vested (706) 54.47
Forfeited (25) 69.31

Nonvested at end of year 1,559 $72.52

There were 513,573 shares of performance-based stock awards, with a weighted average grant date fair value of

$78.50, granted in fiscal 2017, 696,057 shares of performance-based stock awards, with a weighted average grant

date fair value of $70.41, granted in fiscal 2016, and 717,500 shares of performance-based stock awards, with a

weighted average grant date fair value of $62.85, granted in fiscal 2015. The fair value of performance-based stock

awards that vested was $38.5 million in fiscal 2017, $27.1 million in fiscal 2016, and $21.4 million in fiscal 2015.

Other Awards: TJX also awards deferred shares to its outside directors under the Stock Incentive Plan. The outside

directors are awarded two annual deferred share awards, each representing shares of TJX common stock, which were

valued at $80,000 for fiscal 2017. One award vests immediately and is payable, with accumulated dividends, in stock at

the earlier of separation from service as a director or a change of control. The second award vests based on a directors

continued service until the annual meeting that follows the grant of the award (subject to possible earlier vesting in

connection with or following a change of control) and is payable, with accumulated dividends, in stock upon vesting,

unless an irrevocable advance election is made whereby it is payable at the same time as the first award. As of the end

of fiscal 2017, a total of 313,367 of these deferred shares were outstanding under the plan.

Note J. Pension Plans and Other Retirement Benefits

Pension: TJX has a funded defined benefit retirement plan that covers eligible U.S. employees hired prior to

February 1, 2006. No employee contributions are required, or permitted, and benefits are based principally on

compensation earned in each year of service. TJX’s funded defined benefit retirement plan assets are invested in

domestic and international equity and fixed income securities, both directly and through investment funds. The plan

does not invest in TJX securities. TJX also has an unfunded supplemental retirement plan that covers certain key

employees and provides additional retirement benefits based on final average compensation for certain of those

employees (the primary benefit) or, alternatively, based on benefits that would be provided under the funded

retirement plan absent Internal Revenue Code limitations (the alternative benefit).

Presented below is financial information relating to TJX’s funded defined benefit pension plan (qualified pension

plan or funded plan) and its unfunded supplemental pension plan (unfunded plan) for the fiscal years indicated. The

Company has elected the practical expedient pursuant to ASU 2015-04 and has selected the measurement date of

January 31, the calendar month end closest to the Company’s fiscal year end.

Funded Plan

Fiscal Year Ended

Unfunded Plan

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 28,
2017

January 30,

2016

Change in projected benefit obligation:
Projected benefit obligation at beginning of year $1,213,000 $1,309,889 $84,967 $82,238

Service cost 45,440 50,080 1,835 1,562
Interest cost 56,094 51,710 3,391 3,033
Actuarial (gains) losses 91,114 (170,674) 740 3,806
Settlements (103,197) — — —
Benefits paid (28,751) (24,956) (4,624) (5,672)
Expenses paid (4,690) (3,049) — —
Plan amendment — — — —

Projected benefit obligation at end of year $1,269,010 $1,213,000 $86,309 $84,967

Accumulated benefit obligation at end of year $1,151,151 $1,120,602 $71,273 $70,750
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Funded Plan

Fiscal Year Ended

Unfunded Plan

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 28,
2017

January 30,

2016

Change in plan assets:

Fair value of plan assets at beginning of year $1,119,842 $1,170,748 $ — $ —

Actual return on plan assets 143,756 (72,901) — —

Employer contribution 50,000 50,000 4,624 5,672

Settlements (103,197) — — —

Benefits paid (28,751) (24,956) (4,624) (5,672)

Expenses paid (4,690) (3,049) — —

Fair value of plan assets at end of year $1,176,960 $1,119,842 $ — $ —

Reconciliation of funded status:

Projected benefit obligation at end of year $1,269,010 $1,213,000 $86,309 $84,967

Fair value of plan assets at end of year 1,176,960 1,119,842 — —

Funded status – excess obligation $ 92,050 $ 93,158 $86,309 $84,967

Net liability recognized on consolidated balance sheets $ 92,050 $ 93,158 $86,309 $84,967

Amounts not yet reflected in net periodic benefit cost and

included in accumulated other comprehensive income

(loss):

Prior service cost $ 2,313 $ 2,690 $ — $ —

Accumulated actuarial losses 303,612 348,289 26,438 29,046

Amounts included in accumulated other comprehensive

income (loss) $ 305,925 $ 350,979 $26,438 $29,046

The consolidated balance sheets reflect the funded status of the plans with any unrecognized prior service cost

and actuarial gains and losses recorded in accumulated other comprehensive income (loss). The combined net

accrued liability of $178.4 million at January 28, 2017 is reflected on the balance sheet as of that date as a current

liability of $4.0 million and a long-term liability of $174.4 million. The combined net accrued liability of $178.1 million at

January 30, 2016 is reflected on the balance sheet as of that date as a current liability of $3.2 million and a long-term

liability of $174.9 million.

The estimated prior service cost that will be amortized from accumulated other comprehensive income (loss) into

net periodic benefit cost in fiscal 2018 for the funded plan is $377,000. The estimated net actuarial loss that will be

amortized from accumulated other comprehensive income (loss) into net periodic benefit cost in fiscal 2018 is $21.9

million for the funded plan and $3.3 million for the unfunded plan.

TJX determined the assumed discount rate using the BOND: Link model in fiscal 2017 and fiscal 2016. TJX uses

the BOND: Link model as this model allows for the selection of specific bonds resulting in better matches in timing of

the plans’ expected cash flows. Presented below are weighted average assumptions for measurement purposes for

determining the obligation at the year-end measurement date:

Funded Plan

Fiscal Year Ended

Unfunded Plan

Fiscal Year Ended

January 28,
2017

January 30,

2016

January 28,
2017

January 30,

2016

Discount rate 4.40% 4.80% 4.00% 4.20%

Rate of compensation increase 4.00% 4.00% 6.00% 6.00%

TJX made aggregate cash contributions of $54.6 million in fiscal 2017, $55.7 million in fiscal 2016 and $151.3 million

in fiscal 2015 to the funded plan and to fund current benefit and expense payments under the unfunded plan. TJX’s

policy with respect to the funded plan is to fund, at a minimum, the amount required to maintain a funded status of 80%

of the applicable pension liability (the Funding Target pursuant to the Internal Revenue Code section 430) or such other

amount as is sufficient to avoid restrictions with respect to the funding of nonqualified plans under the Internal Revenue

Code. We do not anticipate any required funding in fiscal 2018 for the funded plan. We anticipate making contributions

of $4.1 million to provide current benefits coming due under the unfunded plan in fiscal 2018.
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The following are the components of net periodic benefit cost and other amounts recognized in other

comprehensive income (loss) related to our pension plans:

Funded Plan

Fiscal Year Ended

Unfunded Plan

Fiscal Year Ended

Dollars in thousands

January 28,
2017

January 30,

2016

January 31,

2015

January 28,
2017

January 30,

2016

January 31,

2015

Net periodic pension cost:
Service cost $ 45,440 $ 50,080 $ 40,481 $ 1,835 $ 1,562 $ 1,398

Interest cost 56,094 51,710 49,522 3,391 3,033 3,001

Expected return on plan assets (70,535) (78,042) (65,187) — — —

Amortization of prior service cost 377 377 — — — 2

Amortization of net actuarial loss 31,397 33,146 13,848 3,349 3,958 2,146

Settlement charge 31,173 — — — — —

Total expense $ 93,946 $ 57,271 $ 38,664 $ 8,575 $ 8,553 $ 6,547

Other changes in plan assets and

benefit obligations recognized in

other comprehensive income:

Net (gain) loss $ 17,894 $(19,731) $209,091 $ 740 $ 3,806 $19,552

Amortization of net (loss) (31,397) (33,146) (13,848) (3,349) (3,958) (2,146)

Settlement charge (31,173) — — — — —

Amortization of prior service cost (377) (377) — — — (2)

Plan amendment — — 3,067 — — —

Total recognized in other

comprehensive income (loss) $ (45,053) $(53,254) $198,310 $ (2,609) $ (152) $17,404

Total recognized in net periodic

benefit cost and other

comprehensive income (loss) $ 48,893 $ 4,017 $236,974 $ 5,966 $ 8,401 $23,951

Weighted average assumptions for

expense purposes:

Discount rate 4.80%/3.80% 4.00% 5.00% 4.20% 3.70% 4.80%

Expected rate of return on plan

assets 6.50%/6.00% 6.75% 7.00% N/A N/A N/A

Rate of compensation increase 4.00% 4.00% 4.00% 6.00% 6.00% 6.00%

During the third quarter of fiscal 2017, TJX offered eligible former TJX Associates, who had not yet commenced

receiving their pension benefit, an opportunity to receive a lump sum payout of their vested pension benefit. On

October 21, 2016 the Company’s pension plan paid $103.2 million from pension plan assets to those who accepted

this offer, thereby reducing its pension benefit obligations. The transaction had no cash impact on TJX but did result

in a non-cash pre-tax pension settlement charge of $31.2 million, which is reported separately on the consolidated

statements of income. As a result of the lump sum payout the Company re-measured the funded status of its pension

plan as of September 30, 2016. The assumptions for pension expense presented above includes a discount rate of

4.80% through the measurement date and 3.80% thereafter. The expected rate of return on plan assets is 6.50%

through the measurement date and 6.00% thereafter.

The rate of compensation increase presented for the unfunded plan (for measurement purposes and expense

purposes) is the rate assumed for participants eligible for the primary benefit. The assumed rate of compensation

increase for participants eligible for the alternative benefit under the unfunded plan is the same rate as assumed for

the funded plan.

TJX develops its long-term rate of return assumption by evaluating input from professional advisors taking into

account the asset allocation of the portfolio and long-term asset class return expectations, as well as long-term

inflation assumptions.

The unrecognized gains and losses in excess of 10% of the projected benefit obligation are amortized over the

average remaining service life of participants.
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The following is a schedule of the benefits expected to be paid in each of the next five fiscal years and in the

aggregate for the five fiscal years thereafter:

In thousands

Funded Plan

Expected Benefit Payments

Unfunded Plan

Expected Benefit Payments

Fiscal Year
2018 $ 36,344 $ 4,063

2019 39,888 4,534

2020 43,673 39,428

2021 47,775 4,425

2022 52,167 4,380

2023 through 2027 329,327 26,285

The following table presents the fair value hierarchy (See Note G) for pension assets measured at fair value on a

recurring basis as of January 28, 2017:

Funded Plan

In thousands Level 1 Level 2 Total

Asset category:

Short-term investments $ 63,704 $ — $ 63,704

Equity Securities 208,451 — 208,451

Fixed Income Securities:

Corporate and government bond funds — 386,777 386,777

Futures Contracts — (31) (31)

Total assets in the fair value hierarchy $272,155 $386,746 $ 658,901

Assets measured at net asset value* — — 518,059

Fair value of assets $272,155 $386,746 $1,176,960

* In accordance with Subtopic 820-10, certain investments that were measured using net asset value per share

(or its equivalent) as a practical expedient have not been classified in the fair value hierarchy. The fair value

amounts presented in this table are intended to permit reconciliation of the fair value hierarchy to the fair value

of assets presented above.

The following table presents the fair value hierarchy for pension assets measured at fair value on a recurring basis

as of January 30, 2016:

Funded Plan

In thousands Level 1 Level 2 Total

Asset category:

Short-term investments $ 57,713 $ — $ 57,713

Equity Securities 216,526 — 216,526

Fixed Income Securities:

Corporate and government bond funds — 337,864 337,864

Futures Contracts — (33) (33)

Total assets in the fair value hierarchy $274,239 $337,831 $ 612,070

Assets measured at net asset value* — — 507,772

Fair value of assets $274,239 $337,831 $1,119,842

* In accordance with Subtopic 820-10, certain investments that were measured using net asset value per share

(or its equivalent) as a practical expedient have not been classified in the fair value hierarchy. The fair value

amounts presented in this table are intended to permit reconciliation of the fair value hierarchy to the fair value

of assets presented above.

Pension plan assets are reported at fair value. Investments in equity securities traded on a national securities

exchange are valued at the composite close price, as reported in the Wall Street Journal, as of the financial statement

date. This information is provided by the independent pricing sources.
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Short-term investments are primarily cash related to funding of the plan which had yet to be invested as of

balance sheet dates.

Certain corporate and government bonds are valued at the closing price reported in the active market in which

the bond is traded. Other bonds are valued based on yields currently available on comparable securities of issuers

with similar credit ratings. When quoted prices are not available for identical or similar bonds, the bond is valued

under a discounted cash flow approach that maximizes observable inputs, such as current yields of similar

instruments, but includes adjustments for certain risks that may not be observable, such as credit and liquidity risks.

All bonds are priced by independent pricing sources.

Assets measured at net asset value include investments in limited partnerships which are stated at the fair value

of the plan’s partnership interest based on information supplied by the partnerships as compared to financial

statements of the limited partnership or other fair value information as determined by management. Cash equivalents

or short-term investments are stated at cost which approximates fair value, and the fair value of common/collective

trusts is determined based on net asset value as reported by their fund managers.

The following is a summary of TJX’s target allocation guidelines for plan assets along with the actual allocation of

plan assets as of the valuation date for the fiscal years presented:

Actual Allocation for

Fiscal Year Ended

Target Allocation

January 28,
2017

January 30,

2016

Return-seeking assets (previously equity securities) 50% 44% 40%

Liability-hedging assets (previously fixed income) 50% 51% 55%

All other – primarily cash — 5% 5%

Under TJX’s investment policy, plan assets are to be invested with the objective of generating investment returns

that, in combination with funding contributions, provide adequate assets to meet all current and reasonably

anticipated future benefit obligations under the plan. Effective January 1, 2017, the investment policy includes a

dynamic asset allocation strategy, whereby, over time, in connection with any improvements in the plan’s funded

status, the target allocation of return-seeking assets (generally, equities and other instruments with similar risk profile)

may decline and the target allocation of liability-hedging assets (generally, fixed income and other instruments with a

similar risk profile) may increase. Risks are sought to be mitigated through asset diversification and the use of multiple

investment managers. Investment risk is measured and monitored on an ongoing basis through quarterly investment

portfolio reviews, annual liability measurements and periodic asset/liability studies.

TJX also sponsors an employee savings plan under Section 401(k) of the Internal Revenue Code for all eligible

U.S. employees and a similar type of plan for eligible employees in Puerto Rico. Assets under the plans totaled

$1,480.9 million as of December 31, 2016 and $1,314.8 million as of December 31, 2015, and are invested in a variety

of funds. Employees may contribute up to 50% of eligible pay, subject to limitations. TJX matches employee

contributions, up to 5% of eligible pay, including a basic match at rates of 25% or 75% (based upon date of hire and

other eligibility criteria) plus a discretionary match, generally up to 25%, based on TJX’s performance. Eligible

employees are automatically enrolled in the U.S. plan at a 2% deferral rate, unless the employee elects otherwise. TJX

contributed $34.5 million in fiscal 2017, $30.8 million in fiscal 2016 and $31.2 million in fiscal 2015 to these employee

savings plans. The plans include a TJX stock fund in which participants could invest a portion of TJX’s matching

contribution. The TJX stock fund was closed to new investments, other than reinvestment of dividends, at the end of

calendar 2015 and is scheduled to be eliminated from the plans in March 2018. The TJX stock fund represented 6.2%

of plan assets at December 31, 2016, 7.1% of plan assets at December 31, 2015 and 7.4% of plan assets at

December 31, 2014.

TJX also has a nonqualified savings plan (the Executive Savings Plan) for certain U.S. employees. TJX matches

employee deferrals at various rates which amounted to $5.8 million in fiscal 2017, $4.5 million in fiscal 2016 and $3.5

million in fiscal 2015. Although the plan is unfunded, in order to help meet its future obligations TJX transfers an

amount generally equal to employee deferrals and the related company match to a separate “rabbi” trust. The trust

assets, which are invested in a variety of mutual funds, are included in other assets on the balance sheets.
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In addition to the plans described above, TJX also maintains retirement/deferred savings plans for eligible

associates at its foreign subsidiaries. We contributed $10.2 million for these plans in fiscal 2017, $9.7 million for these

plans in fiscal 2016 and $9.3 million in fiscal 2015.

Multiemployer Pension Plans: TJX contributes to certain multiemployer defined benefit pension plans under the

terms of collective-bargaining agreements that cover union-represented employees. TJX contributed $14.5 million in

fiscal 2017, $13.4 million in fiscal 2016 and $11.5 million in fiscal 2015 to the Legacy Plan of the National Retirement

Fund (formerly, the National Retirement Fund) (EIN #13-6130178, plan #001) and the Adjustable Plan of the National

Retirement Fund (EIN #13-6130178, plan #002) and was listed in each plan’s Form 5500 as providing more than 5%

of the total contributions for the plan year ending December 31, 2015. Based on information available to TJX, the

Pension Protection Act Zone Status of the Legacy Plan of the National Retirement Fund is Critical and a rehabilitation

plan has been implemented.

The risks of participating in multiemployer pension plans are different from the risks of single-employer pension

plans in certain respects, including the following: (a) assets contributed to the multiemployer plan by one employer

may be used to provide benefits to employees of other participating employers; (b) if a participating employer stops

contributing to the plan, the unfunded obligations of the plan may be borne by the remaining participating employers;

(c) if we cease to have an obligation to contribute to a multiemployer plan in which we had been a contributing

employer, or in certain other circumstances, we may be required to pay to the plan an amount based on our allocable

share of the underfunded status of the plan, referred to as a withdrawal liability.

Postretirement Medical: TJX has maintained a postretirement medical plan that provides limited postretirement

medical benefits to retirees who are eligible for the defined benefit plan and who retired at age 55 or older with ten or

more years of service. During fiscal 2006, TJX eliminated this benefit for all active associates and modified the benefit

that was offered to retirees enrolled in the plan at that time.

During the first quarter of fiscal 2017, TJX terminated the unfunded postretirement medical plan and made a

discretionary lump sum payment to participants. The settlement of the liability and the recognition of the remaining

negative plan amendment resulted in a pre-tax benefit of $5.5 million in the first quarter of fiscal 2017.

Note K. Long-Term Debt and Credit Lines

The table below presents long-term debt, exclusive of current installments, as of January 28, 2017 and

January 30, 2016. All amounts are net of unamortized debt discounts.

In thousands

January 28,
2017

January 30,

2016

General corporate debt:
6.95% senior unsecured notes, redeemed on October 12, 2016 (effective interest

rate of 6.98% after reduction of unamortized debt discount of $223 in fiscal 2016) $ — $ 374,777
2.50% senior unsecured notes, maturing May 15, 2023 (effective interest rate of

2.51% after reduction of unamortized debt discount of $278 and $323 in fiscal
2017 and 2016, respectively) 499,722 499,677

2.75% senior unsecured notes, maturing June 15, 2021 (effective interest rate of
2.76% after reduction of unamortized debt discount of $325 and $400 in fiscal
2017 and 2016, respectively) 749,675 749,600

2.25% senior unsecured notes, maturing September 15, 2026 (effective interest
rate of 2.32% after reduction of unamortized debt discount of $7,149 in fiscal
2017) 992,851 —

Debt issuance cost (14,649) (9,051)

Long-term debt $2,227,599 $1,615,003
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The aggregate maturities of long-term debt, exclusive of current installments at January 28, 2017 are as follows:

In thousands

Long-Term

Debt

Fiscal Year
2019 $ —
2020 —
2021 —
2022 750,000
Later years 1,500,000
Less amount representing unamortized debt discount (7,752)
Less amount representing debt issuance cost (14,649)

Aggregate maturities of long-term debt $2,227,599

On September 12, 2016, TJX issued $1.0 billion aggregate principal amount of 2.25% ten-year notes due

September 2026, all of which were outstanding at January 28, 2017. TJX entered into a rate-lock agreement to hedge

$700 million of the 2.25% notes. The cost of these agreements are being amortized to interest expense over the term

of the notes resulting in an effective fixed rate of 2.36%. On October 12, 2016, TJX used a portion of the proceeds

from the 2.25% ten-year notes to redeem all outstanding 6.95% ten-year notes and recorded a pre-tax loss on the

early extinguishment of debt of $51.8 million, which includes $50.6 million of redemption premium and $1.2 million to

write off unamortized debt expenses and discount.

At January 28, 2017, TJX also had outstanding $500 million aggregate principal amount of 2.50% ten-year notes

due May 2023 and $750 million aggregate principal amount of 2.75% seven-year notes due June 2021. TJX entered

into rate-lock agreements to hedge the underlying treasury rate of $250 million of the 2.50% notes. The costs of these

agreements are being amortized to interest expense over the term of the respective notes, resulting in an effective

fixed interest rate of 2.57% for the 2.50% notes. TJX also entered into rate-lock agreements to hedge the underlying

treasury rate of all of the 2.75% notes prior to their issuance. The agreements were accounted for as cash flow

hedges and the pre-tax realized loss of $7.9 million was recorded as a component of other comprehensive income

and is being amortized to interest expense over the term of the notes, resulting in an effective fixed interest rate of

2.91%.

At January 28, 2017, TJX had two $500 million revolving credit facilities, one which matures in March 2020 and

one which matures in March 2021. At January 30, 2016, TJX had two $500 million revolving credit facilities, one which

was scheduled to mature in May 2016 and one which was scheduled to mature in June 2017. In March 2016, the

$500 million revolving credit facility scheduled to mature in May 2016 was replaced with a new five-year $500 million

revolving credit facility maturing in March 2021 and the $500 million revolving credit facility scheduled to mature in

June 2017 was replaced with a new four-year $500 million revolving credit facility maturing in March 2020. The terms

and covenants under the new revolving credit facilities are similar to those in the terminated facilities and require

quarterly payments of 6.0 basis points per annum on the committed amounts for both agreements. This rate is based

on the credit ratings of TJX’s long-term debt and will vary with specified changes in the credit ratings. These

agreements had no compensating balance requirements and had various covenants. Each of these facilities required

TJX to maintain a ratio of funded debt and four-times consolidated rentals to consolidated earnings before interest,

taxes, consolidated rentals, depreciation and amortization (EBITDAR) of not more than 2.75 to 1.00 on a rolling four-

quarter basis. TJX was in compliance with all covenants related to its credit facilities at the end of all periods

presented. As of January 28, 2017 and January 30, 2016, and during the years then ended, there were no amounts

outstanding under these facilities. In March 2017, the $500 million revolving credit facility scheduled to mature in

March 2021 was extended to March 2022. No other terms of the facility were modified at that time.

As of January 28, 2017 and January 30, 2016, TJX Canada had two uncommitted credit lines, a C$10 million
facility for operating expenses and a C$10 million letter of credit facility. As of January 28, 2017 and January 30, 2016,
and during the years then ended, there were no amounts outstanding on the Canadian credit line for operating
expenses. As of January 28, 2017 and January 30, 2016, our European business at TJX International had an
uncommitted credit line of £5 million. As of January 28, 2017 and January 30, 2016 and during the years then ended,
there were no amounts outstanding on the European credit line.
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Note L. Income Taxes

For financial reporting purposes, components of income before income taxes are as follows:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

United States $3,196,370 $3,102,304 $2,943,745

Foreign 526,673 555,996 606,139

Income before provision for income taxes $3,723,043 $3,658,300 $3,549,884

The provision for income taxes includes the following:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

Current:
Federal $1,068,778 $ 992,094 $ 896,672
State 213,505 208,357 180,616
Foreign 148,367 149,408 155,398

Deferred:
Federal (3,107) 34,620 87,057
State (10,583) (9,979) 14,231

Foreign 7,849 6,142 782

Provision for income taxes $1,424,809 $1,380,642 $1,334,756

TJX had net deferred tax (liabilities) assets as follows:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

Deferred tax assets:

Net operating loss carryforward $ 27,396 $ 18,872

Reserves for lease obligations 5,107 7,623

Pension, stock compensation, postretirement and employee benefits 412,391 380,523

Leases 57,223 51,823

Accruals and reserves 67,662 60,498

Other 48,463 31,077

Total gross deferred tax assets $ 618,242 $ 550,416

Valuation allowance (29,273) (11,998)

Net deferred tax asset $ 588,969 $ 538,418

Deferred tax liabilities:

Property, plant and equipment $ 569,377 $ 539,818

Capitalized inventory 51,077 47,374

Tradename/intangibles 51,976 49,111

Undistributed foreign earnings 213,948 167,968

Other 10,398 5,418

Total deferred tax liabilities $ 896,776 $ 809,689

Net deferred tax (liability) $(307,807) $(271,271)

Non-current asset $ 6,193 $ 13,831

Non-current liability (314,000) (285,102)

Total $(307,807) $(271,271)

In November 2015, the FASB issued ASU 2015-17, “Income Taxes (Topic 740), Balance Sheet Classification of

Deferred Taxes.” This guidance requires deferred tax liabilities, deferred tax assets and valuation allowances be

classified as non-current in a classified balance sheet. This ASU is effective for annual reporting periods beginning
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TJX had outstanding letters of credit totaling $41.2 million as of January 28, 2017 and $29.3 million as of

January 30, 2016. Letters of credit are issued by TJX primarily for the purchase of inventory.

Note N. Accrued Expenses and Other Liabilities, Current and Long Term

The major components of accrued expenses and other current liabilities are as follows:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

Employee compensation and benefits, current $ 630,049 $ 573,965

Dividends payable 170,490 141,295

Accrued capital additions 111,963 132,871

Rent, utilities and occupancy, including real estate taxes 214,001 202,653

Merchandise credits and gift certificates 362,473 307,350

Insurance 84,363 65,983

Sales tax collections and V.A.T. taxes 199,602 134,535

All other current liabilities 547,523 511,007

Accrued expenses and other current liabilities $2,320,464 $2,069,659

All other current liabilities include accruals for advertising, customer rewards liability, interest, reserve for sales

returns, reserve for taxes, fair value of derivatives, expense payables, purchased services and other items, each of

which is individually less than 5% of current liabilities.

The major components of other long-term liabilities are as follows:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

Employee compensation and benefits, long term $ 471,728 $418,156

Accrued rent 231,681 216,040

Landlord allowances 77,887 93,024

Tax reserve, long term 36,713 33,403

Financing lease obligations 176,232 85,214

Asset retirement obligation 45,573 24,774

All other long-term liabilities 34,140 10,410

Other long-term liabilities $1,073,954 $881,021

Note O. Contingent Obligations and Contingencies

Contingent Obligations: TJX has contingent obligations on leases, for which it was a lessee or guarantor, which

were assigned to third parties without TJX being released by the landlords. Over many years, TJX has assigned

numerous leases that we originally leased or guaranteed to a significant number of third parties. With the exception of

leases of former businesses for which TJX has reserved, we have rarely had a claim with respect to assigned leases,

and accordingly, we do not expect that such leases will have a material adverse impact on our financial condition,

results of operations or cash flows. TJX does not generally have sufficient information about these leases to estimate

our potential contingent obligations under them, which could be triggered in the event that one or more of the current

tenants does not fulfill their obligations related to one or more of these leases. TJX may also be contingently liable on

up to nine leases of former TJX businesses which we believe the likelihood of future liability to TJX is remote.

TJX also has contingent obligations in connection with certain assigned or sublet properties that TJX is able to

estimate. We estimate that the undiscounted obligations of (i) leases of former operations not included in our reserve

for former operations and (ii) properties of our former operations if the subtenants do not fulfill their obligations, are

approximately $53.6 million as of January 28, 2017. We believe that most or all of these contingent obligations will not

revert to us and, to the extent they do, will be resolved for substantially less due to mitigating factors including our

expectation to further sublet.
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TJX is a party to various agreements under which it may be obligated to indemnify the other party with respect to

breach of warranty or losses related to such matters as title to assets sold, specified environmental matters or certain

income taxes. These obligations are typically limited in time and amount. There are no amounts reflected in our

balance sheets with respect to these contingent obligations.

Contingencies: TJX is subject to certain legal proceedings, lawsuits, disputes and claims that arise from time to

time in the ordinary course of our business. In addition, TJX is a defendant in several lawsuits filed in federal and state

courts brought as putative class or collective actions on behalf of various groups of current and former salaried and

hourly associates in the U.S. The lawsuits allege violations of the Fair Labor Standards Act and of state wage and

hour and other labor statutes, including alleged misclassification of positions as exempt from overtime, alleged

entitlement to additional wages for alleged off-the-clock work by hourly employees and alleged failure to pay all

wages due upon termination. TJX is also a defendant in a consolidated lawsuit filed in federal court brought as a

putative class action on behalf of customers relating to TJX’s compare at pricing. The lawsuits are in various

procedural stages and seek unspecified monetary damages, injunctive relief and attorneys’ fees.

In connection with ongoing litigation an immaterial amount has been accrued in the accompanying financial

statements.

Note P. Supplemental Cash Flows Information

TJX’s cash payments for interest and income taxes and non-cash investing and financing activities are as follows:

Fiscal Year Ended

In thousands

January 28,
2017

January 30,

2016

January 31,

2015

Cash paid for:
Interest on debt $ 72,619 $ 64,188 $ 66,265
Income taxes 1,282,172 1,301,122 1,091,128

Changes in accrued expenses due to:
Dividends payable $ 29,195 $ 20,315 $ 17,377

Property additions (20,908) 33,384 8,254
Non-cash investing and financing activity:

Construction in progress $ (94,291) $ (30,767) $ (60,733)

Financing lease obligation 94,291 30,767 60,733

Note Q. Selected Quarterly Financial Data (Unaudited)

Presented below is selected quarterly consolidated financial data for fiscal 2017 and fiscal 2016 which was

prepared on the same basis as the audited consolidated financial statements and includes all adjustments necessary

to present fairly, in all material respects, the information set forth therein on a consistent basis.

In thousands except per share amounts

First

Quarter

Second

Quarter

Third

Quarter

Fourth

Quarter

Fiscal Year Ended January 28, 2017
Net sales $7,542,356 $7,882,053 $8,291,688 $9,467,647
Gross earnings(1) 2,170,213 2,319,092 2,447,815 2,680,870
Net income 508,346 562,174 549,786 677,928

Basic earnings per share 0.77 0.85 0.84 1.04

Diluted earnings per share 0.76 0.84 0.83 1.03

Fiscal Year Ended January 30, 2016

Net sales $6,865,637 $7,363,731 $7,753,495 $8,962,075

Gross earnings(1) 1,945,396 2,144,540 2,246,596 2,573,883

Net income 474,601 549,335 587,256 666,466

Basic earnings per share 0.70 0.81 0.88 1.00

Diluted earnings per share 0.69 0.80 0.86 0.99

(1) Gross earnings equal net sales less cost of sales, including buying and occupancy costs.
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