▪

Revenue from Property Management amounted to MSEK 554 (672). For comparable units the decrease was 15
percent, adjusted for currency effects

▪

Net operating income from Property Management amounted to MSEK 462 (561). For comparable units the decrease
was 14 percent, adjusted for currency effects

▪

Net operating income from Operator Activities amounted to MSEK -80 (20)

▪

EBITDA amounted to MSEK 350 (538)

▪

Cash earnings amounted to MSEK 85 (262)

▪

Cash earnings per share amounted to SEK 0.49 (1.43)

▪

Profit for the period amounted to MSEK 36 (-668)

▪

Earnings per share amounted to SEK 0.22 (-3.63)

▪

Unrealised changes in value Investment Properties of MSEK -351 is included in the result

▪

Per 31 March 2021, cash and cash equivalents and unutilised credit facilities amounted to MSEK 4,689, compared
with MSEK 5,221 per 31 December 2020

The first quarter developed in line with Pandox’s expectations, following
the same pattern as the previous quarter. Extensive restrictions in all of
Pandox’s markets resulted in demand for hotel rooms remaining very
low. Overall, Pandox’s total revenue and net operating income decreased
in the quarter by 41 and 34 percent respectively. Thanks to recurring
revenue from contractual minimum rent and fixed rent within Property
Management, combined with good cost control in Operator Activities,
EBITDA and profit before changes in value amounted to MSEK 350 and
MSEK 23 respectively. Pandox’s financial position remains strong, with
a loan-to-value ratio of 49.5 percent and cash and cash equivalents and
unutilised credit facilities of MSEK 4,689 as of 31 March 2021.

Pandox works in a structured way in three areas in response to the
difficult situation created by Covid-19:
Respond – Steps to help alleviate the acute crisis
Restart – Plan for recovery
Reinvent – Create insights into how the hotel market will change

As vaccination levels increase, there is new hope that society can get
Covid-19 under control and that the restrictions can begin to be lifted
gradually. The recovery in hotel markets around the world, in countries
that are further ahead, clearly supports Pandox’s thesis that the
underlying drivers of and the potential for post-Covid hotel market
recovery is relevant in Europe as well.
We have previously described the positive development in demand for
trips and hotel stays in China, India, Australia and New Zealand. In the
first quarter, successful vaccination programmes and eased restrictions
in the USA also resulted in a sharp increase in demand in the hotel
market, driven by domestic leisure travel and local business travel.
There are also signs in the USA of personnel at larger companies starting
to travel, and the conference market is slowly starting to come to life. In
the middle of April, the occupancy rates in the US hotel market were
close to 60 percent with relatively good average prices, despite nonexistent international demand and low demand for conferences and
events. Like other markets, the market for resort hotels and hotels in
domestic and regional hubs are also the winners in the USA.
In Europe the country making the most progress in its vaccination
programme is the UK. Although some restrictions were removed at the
beginning of April, there are still restrictions on domestic travel.
Provided that domestic travel will be allowed, domestic leisure demand
is expected to be strong during the summer months, particularly in
attractive leisure destinations. It is hoped that similar progress may also
materialise in other hotel markets of significance to Pandox, such as
Germany and the Nordic countries.

Pandox is expecting the hotel market recovery to take place in phases –
provided that restrictions are eased and economic activity increases –
with six levels of development and with various market segments
gradually building up demand in the hotel market:

1. Cities and countries open up and restrictions are gradually lifted
2. Hotels open
3. Domestic leisure travel with a growing high-paying segment
4. Domestic business travel
5. Conferences and international travel
6. Group travel
Each level will help to raise occupancy and increase revenue, which in
turn will create the conditions for higher average prices and increased
revenue per room.
Pandox’s assessment is that in the fourth quarter of 2020 the hotel
market in Europe was entering “Level 4” with good underlying demand
from domestic leisure travel and some initial demand from domestic
business travel. However, the positive development was broken by new
restrictions. Once restrictions are eased again the hotel market should
be able to return to the autumn levels relatively quickly and, supported
by increased domestic business travel, be able to enter “Level 4”.

Pandox works with several different operating and lease models, which
together provide a balanced revenue stream. Measured in number of
rooms, about 36 percent of revenues are fully variable (own hotel
operations and revenue-based rent without a minimum guaranteed
level) and about 64 percent are semi-variable/inert (revenue-based rent
with a minimum guaranteed level and fixed rent).
For variable rent to materialise in lease agreements with a minimum
guaranteed level, the accumulated total rent must exceed the
accumulated minimum level during a certain period, normally a
calendar year. The protection offered by minimum rent in a weak market
can thus limit Pandox's revenue growth in an initial stage of a recovery
from low levels.
The occupancy rates required for variable rent to materialise in
Pandox's revenue-based leases, with a minimum rent, differ between
markets but is lowest in the Nordic region.

Pandox is in an attractive position with more than 80 percent of the total
number of rooms in regional and domestic cities, and therefore has high
exposure to domestic demand, which will lead the recovery of the hotel
market. The recovery is, however, entirely dependent on when, and at
what pace, the restrictions are lifted.
Based on the recovery we saw during autumn 2020 in Europe, and a
strong increase in demand in large and relevant hotel markets outside
Europe, the potential for increased demand in Pandox’s markets is
considered to be good once restrictions are eased.
As long as restrictions remain in place at the same levels, contractual
minimum rents and fixed rents are still expected to make up the
majority of Pandox’s total revenue. Once demand picks up, the revenue
increase, as a consequence of the combination of operational model and
lease structure, will initially be most pronounced within Operator
Activities as a whole and in Property Management in the Nordics.
Given the hotel market’s weak start of the year and the design of the
rental agreements, only limited variable revenue is expected to
materialise in lease agreements with minimum guaranteed rent in 2021.

Pandox is monitoring and evaluating the business climate on an ongoing
basis and is in close dialogue with tenants in the Property Management
business segment regarding their respective situations.
Tougher restrictions that negatively impact the hotel market were
introduced gradually in all Pandox’s markets in the fourth quarter of
2020 and remained in place in the first quarter of 2021. In March 2021
around 87 percent of the hotel properties in the business segment were
open, measured in number of rooms.
Contractual minimum rent combined with fixed rent amounts to the
equivalent of around MSEK 2,000 on an annualised basis and this is
also expected to make up most of Pandox’s revenue in the second
quarter of 2021.
Agreements on temporary changes to payment terms are made where
this is possible and appropriate. Rent payments were received in the first
quarter in line with original and new and temporary payment terms. No
discounts have been granted on hotel rents. As of 31 March 2021,
accounts receivable relating to deferred rent under the new temporary
payment terms amounted to the equivalent of MSEK 566, compared
with MSEK 439 as of 31 December 2020.
Pandox has benefitted from government support in Sweden and
Finland in a total amount equivalent to MSEK 10 in the first quarter
(MSEK 19 in the fourth quarter of 2020), which was recognised as
revenue under Other property revenue.
For more information, see pages 6, 7 and 22.

Pandox benefitted from relief programmes within Operator Activities in
Belgium, Germany, Canada, the UK and the Netherlands equivalent to
around MSEK 44 in the first quarter (MSEK 41 for the fourth quarter of
2020). This is recognised as a cost reduction within “Costs” in Operator
Activities.
In addition, around MSEK 33 was transferred during the quarter
(MSEK 31 in the fourth quarter 2020) directly from governments to
Pandox’s employees in the form of salary support for furloughed
personnel. These amounts are therefore not included in Pandox’s
numbers.
For more information, see pages 6, 7 and 22.

At the end of the first quarter Pandox’s total costs were on a par with
revenues from contractual minimum rent and fixed rent.
For more information, see pages 6 and 7.

Planned investments in 2021 amount to the equivalent of around MSEK
920 plus some MSEK 45 for maintenance. Due to possible practical
restrictions due to Covid-19, there is a risk that planned investment
volumes will not be fully reached in 2021.
For more information, see page 8.
Pandox performs internal valuations of its hotel property portfolio and
Investment Properties are recognised at fair value in accordance with
accounting standard IAS 40. Operating Properties are recognised at cost
less depreciation and any impairment. The internal valuations of
Operating Properties are reported for disclosure purposes only and are
included in EPRA NRV.
The valuation model consists of an accepted and proven cash flow
model, where the future cash flows the hotel properties are expected to
generate are discounted based on the market’s yield requirements. The
valuation is based on the business plan for the hotel concerned, which is
updated at least twice a year and takes into consideration, among other
things, developments in the underlying operator activities, market
developments, the contract situation, operating and maintenance issues
and investments aimed at maximizing the hotel property’s cash flow and
return in the long term. External valuations of all properties are
normally carried out annually by independent property appraisers. The
external appraisers complete a more in-depth inspection at least every
three years or in conjunction with major changes to the properties. The
external valuations provide an important reference point for Pandox’s
internal valuations.

At the end of the first quarter of 2021 Pandox valued the hotel
properties based on the same method and model used since the IPO in
2015.
Uncertainty about the pandemic’s impact on future cash flow remains
high, in part due to uncertainty about vaccination programmes, virus
transmission and restrictions imposed by the authorities in response,
and in part due to uncertainty about possible lasting effects of Covid-19
on economies and on the hotel markets in the longer term. The
pandemic’s effects on valuation yield cannot with reasonable certainty
be established yet, mainly because there is insufficient supporting
evidence in the hotel property valuation transaction markets.
Parameters that affect the valuations are carefully monitored and as
the effects of Covid-19 become clearer, it will be possible for Pandox to
estimate valuation yield and future cash flows with greater precision.
Due to Covid-19 only a few external valuations – used as a reference
point for Pandox’s internal valuations – were able to be carried out
during the first quarter. The external valuations show a large spread
both within and between markets, which reflects the continued
significant uncertainty. The external valuations made during the last 12
months include approximately 50 percent of the properties and are
together around 5 percent lower than Pandox’s internal valuations –
ranging from around 0 percent to around -10 percent per country. Hotel
properties in the Nordic region are all showing a lower difference and
spread between Pandox’s and the external appraisers’ valuations, while
hotel properties outside the Nordic region are showing a greater
difference.
The difference in hotel property valuations outside the Nordic region
is mainly explained by the fact that the external appraisers have raised
the yield requirements for hotel properties based on an assumption of
permanent negative effects from Covid-19. See page 20 for information
on the properties’ market value by country.
In the first quarter, unrealised changes in value amounted to
MSEK -351 for Investment Properties, mainly as an effect of lower
anticipated cash flows due to Covid-19. The unrealised changes in value
for Operating Properties amounted to MSEK 7.
For more information, see pages 8, 20 and 22.
Pandox’s financial position is strong. As of 31 March 2021, the net loanto-value ratio was 49.5 percent and cash and cash equivalents plus
unutilised credit facilities amounted to MSEK 4,689.
Pandox’s debt financing consists exclusively of credit facilities from 11
Nordic and international banks secured mainly by mortgage collateral.
Credit facilities maturing in less than one year amount to
MSEK 4,935, of which MSEK 3,802 will mature in December 2021.
Constructive refinancing discussions are under way.
At the Group level, Pandox’s financial covenants are:
1.
Loan-to-value ratio at a level where Pandox’s financial target for
loan-to-value provides comfortable headroom
2.
Interest cover ratio at a level where revenue solely from
contracted minimum rents and fixed rents provide satisfactory
headroom
Pandox has a positive and close dialogue with its lenders on new
financing, refinancing and adjustment of existing terms and covenants
taking Covid-19 into account. In the first quarter, lenders provided
waivers in individual credit agreements.
For more information, see pages 9 and 10.

In certain countries there are programmes that cover a specific
percentage of a company’s fixed costs. There is in general no rent
support for property owners. Since the beginning of the pandemic,
tenants in Germany and the UK have been able to postpone rent
payments and to capitalise and pay their rents subsequently over an
extended period. This possibility has been extended until 30 June 2021
in the UK but has expired in Germany. Germany introduced income
support for November and December 2020 for companies affected by
restrictions. This assistance has transitioned into support for fixed costs
for the first quarter of 2021, continuing until 30 June 2021.
In the first quarter, other than the above-mentioned support for fixed
costs in Germany, the main form of relief that was still available and that
could be used was lay-off/furlough support in Pandox’s various markets.

In 2021 Pandox intends to apply for additional government grants to
cover costs in 2020, which will be recognised when the amounts are
known.

To address the financial impact of Covid-19 for Pandox, certain tax
actions have been implemented, for example correction of preliminary
tax payments and the deferral of VAT payments and property tax. Tax
payments, mainly relating to VAT for 2020 and for the first quarter of
2021, equivalent to around MSEK 94, have been deferred until 2021.
Pandox has taken a cautious approach with respect to certain relief
programmes that involve additional cost – for example interest and
deferral of tax payments – to lower the one-time effect when the
Covid-19 crisis is over and relief packages expire. Pandox is continually
monitoring all new tax incentives that are presented in the jurisdictions
where the Company operates and acts when it is deemed appropriate to
do so.

The hotel market in the first quarter was still characterized by the spread
of Covid-19 and government restrictions, to various extents, impacting
people’s ability to travel and assemble. This has in turn had a strong
adverse effect on hotel demand and the ability to operate a viable hotel
business.
The vaccination programmes around Europe are gradually increasing
the possibility of easing restrictions. However, vaccination levels and
reopening plans differ from country to country. Supported by an
extensive vaccination programme and a significant decrease in the
spread of infection, the UK is the first major country in Europe to
communicate a plan – albeit a cautious one – for reducing restrictions
soon.

The strongest and most encouraging signals are currently coming from
the USA. The fast pace of vaccination programmes and the significant
decrease in infection rates have in a short period of time resulted in
increased demand, particularly in the leisure segment, but also in the
business segment. Occupancy is currently at around 60 percent, the
highest level for more than a year. This is a relatively high level
considering that international demand is low, that travel restrictions are
still in place for many large companies and that the conference and
event market – which is such an important one for the USA – runs at a
tiny percentage of normal demand. This shows that demand for travel
and hotel services has great recovery potential when people are allowed
to travel again and can do so safely.

Demand in all Pandox’s hotel markets was very low due to sustained
extensive and, in some cases, increased restrictions during the quarter.
After a very weak start, demand increased slightly as the quarter
progressed. The occupancy rate for Europe as a whole was 24 percent*,
which, when adjusted for seasonal variations, is on a par with the fourth
quarter of 2020. Occupancy mainly consisted of “essential” business
demand during the week and “permitted” individual leisure demand at
weekends. International demand was very low and activity in the
conference and event segment was extremely marginal.
The link between restrictions and occupancy was clear. A few
examples of countries with very low occupancy rates were Austria (12%),
the Netherlands (14%), Ireland (15%) and Belgium (18%). Slightly higher
occupancy rates were noted in Denmark (24%), Sweden (26%), Finland
(26%), Norway (27%) and United Kingdom (29%).
Relatively large differences were still being noted between markets
within the same country. One of the reasons for this is dependence on
international demand, location, the effects of government restrictions,
the business mix and the attractiveness of a destination for leisure
travel. As before, higher occupancy rates were noted in many local and
regional towns and cities with predominantly domestic demand and
lower occupancy rates in larger cities and international destinations.
In the Nordic region the overall occupancy rate was 26 percent** in
the quarter – ranging from around 22 percent in capital cities to around
30 percent in regional cities. The pattern was similar in the UK where
London had 23 percent occupancy, compared with 30 percent in UK
Regional.

•
•
•
•
•
•
•
•
•
•

The leisure segment is recovering first – hotels and destinations
with a strong leisure offering are most attractive in earlier phases
Hotels that are easy to reach by car and train have an advantage
Markets with predominantly local and regional demand recover
faster
Significant potential for increased domestic tourism as long as
international restrictions are in place – examples of winners are
the UK and Germany
Hotels in the economy and mid-scale segments have shown greater
resilience and are also the first out of the gate in the reopening
phase
Recovery for premium hotels and hotels with significant
conference activity that are dependent on international demand
will take longer
Markets with significant new capacity are especially vulnerable in
the recovery phase
Household savings have increased significantly, which creates good
conditions for increased demand for hotel services once
restrictions are discontinued
People who have been under various types of lockdown will be
keen to travel a lot once they are given the chance to do so –
“revenge travel”?
Hotels that have remained open during the pandemic have
recovered faster and are performing better than their competitors

* Benchmarking Alliance based on open hotels
** STR based on open hotels
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Revenue from Property Management amounted to MSEK 554 (672), a
decrease of 18 percent. The decrease was offset to some extent by
contractual minimum rent and fixed rent. The revenue includes onetime revenue in the form of government support equivalent to MSEK 10.
For comparable units, revenue decreased by 15 percent, adjusted for
currency effects. The decrease compared to the corresponding period the
previous year is explained by effects related to Covid-19. Extensive and
in some cases stricter restrictions have, without exception, perpetuated
the weak business climate into the first quarter.
Demand consisted mainly of essential business travel and some leisure
travel in markets where this was permitted.
Revenue from Operator Activities amounted to MSEK 92 (419), a
decrease of 78 percent. For comparable units, revenue decreased by 78
percent and RevPAR by 81 percent, adjusted for currency effects.
The decrease is explained by the same Covid-19-related effects as in
the Property Management business segment. The relatively large loss of
revenue compared with Property Management is partly due to the fact
that as a hotel operator Pandox has full earnings exposure, and partly by
the higher percentage of large conference hotels in international
markets, in particular Brussels.
The Group’s net sales amounted to MSEK 646 (1,091). For comparable
units, net sales decreased by 40 percent, adjusted for currency effects.
Net operating income from Property Management amounted to MSEK
462 (561), a decrease of 18 percent. For comparable units, net operating
income decreased by 14 percent, adjusted for currency effects.
Net operating income from Operator Activities amounted to
MSEK -80 (20). Pandox benefitted during the quarter from government
grants totalling around MSEK 77 within Operator Activities. Read more
on page 3 and the section “Operator Activities”.
Total net operating income amounted to MSEK 382 (581), a decrease
of 34 percent.
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Profit before changes in value amounted to MSEK 23 (229), a decrease
of 90 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK -351 (-611).
Unrealised changes in the value of derivatives amounted to MSEK 327
(-359).
Current tax amounted to MSEK -12 (-27), mainly explained by intraGroup eliminations. Deferred tax amounted to MSEK 55 (100). See also
page 10 and the section “Deferred tax”.

Total cash earnings amounted to MSEK 85 (262), a decrease of
68 percent.
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Financial expense amounted to MSEK -233 (-228), of which MSEK -18
(-16) consists of depreciation of capitalised loan arrangement fees.
Financial income amounted to MSEK 1 (2).
Financial expense associated with right-of-use assets amounted to
MSEK -21 (-22).

Profit for the period amounted to MSEK 36 (-668) and profit for the
period attributable to Parent Company shareholders amounted to MSEK
41 (-667), which is equivalent to SEK 0.22 (-3.63) per share.

Central administration costs amounted to MSEK -37 (-47), of which
depreciation MSEK -5 (-4).

700

EBITDA amounted to MSEK 350 (538), a decrease of 35 percent.

2020

Rental income and other property income amounted to MSEK 554
(672), of which MSEK 10 consists of government grants, which are
recognised under Other property income. The underlying decrease in
revenue is a consequence of low demand due to Covid-19.
Extensive and in some cases stricter restrictions have, without
exception, perpetuated the weak business climate into the first quarter.
The decrease in rental income was limited to some extent by the fact that
a significant portion of Pandox’s leases contain provisions on contractual
minimum rent and fixed rent. Occupancy for open hotels amounted to
around 19 percent in the quarter, compared with around 49 percent in
the same quarter of 2020. The significant difference is due to the fact
that January and February 2020 were strong months and were not
significantly impacted by Covid-19.
Strategically located ring-road hotels and individual hotels with
government contracts, such as those used for quarantine or defence
purposes, have developed well in relation to others.
As before, higher occupancy rates were noted in many local and
regional towns and cities with predominantly domestic demand, and
lower occupancy rates were noted in larger cities and international
destinations.
Net operating income amounted to MSEK 462 (561), a decrease of
18 percent. For comparable units, revenue decreased by 15 percent while
net operating income decreased by 14 percent, adjusted for currency
effects.
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Revenue from Operator Activities amounted to MSEK 92 (419), a
decrease of 78 percent. The decrease is a consequence of low demand
and hotel closures due to Covid-19, as well as ongoing renovation
projects. The relatively large loss of revenue compared with Property
Management is partly explained by the fact that in Operator Activities
Pandox has full earnings exposure, and partly by the higher percentage
of large conference hotels in international markets, in particular
Brussels. The decrease was offset to some extent by framework
agreements with government agencies and long-term contracts with
companies in need of Covid-19-safe stopover rooms, e.g. within defence
and offshore operations.
For comparable units, revenue and RevPAR decreased by 78 and 81
percent respectively, adjusted for currency effects.
Net operating income amounted to MSEK -80 (20).
Pandox benefitted from government relief programmes equivalent to
around MSEK 77 in the first quarter. Read more on page 3 and the
section “Operator Activities”.
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At the end of the period, Pandox’s property portfolio had a total market value of MSEK 61,161 (59,542), of
which Investment Properties accounted for MSEK 51,365 (50,181) and Operating Properties for
MSEK 9,796 (9,361). As of the same date the carrying amount of the Operating Properties portfolio was
MSEK 7,679 (7,363).
At the end of the period, Investment Properties had a weighted average unexpired lease term (WAULT) of
14.4 (14.6) years.
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During the January-March 2021 period, investments in properties and fixed assets, excluding acquisitions,
amounted to MSEK 283 (238), of which MSEK 153 (139) was for Investment Properties, MSEK 128 (98) was
for Operating Properties and MSEK 2 (1) was for the head office.
At the end of the first quarter of 2021, approved investments for ongoing and future projects amounted to
approximately MSEK 1,150, whereof approximately MSEK 920 is expected to be completed during 2021. In
addition, approximately MSEK 45 will be maintenance.
Larger projects are Crowne Plaza Brussels Le Palace, NH Brussels Bloom, Hilton Brussels Grand Place,
Holiday Inn Brussels Airport, Doubletree by Hilton Montreal, Hotel Berlin Berlin, Hotel Pullman Stuttgart
Fontana, Mercure Hotel München, Dorint Parkhotel Bad Neuenahr, Holiday Inn Lübeck, NH Frankfurt
Airport, NH Münich Airport, The Midland Manchester, Scandic Luleå, Quality Park Södertälje,
Vildmarkshotellet, Hotel Twentyseven, and the investment programme for green investments.
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At the end of the period the loan-to-value net was 49.5 (48.7) percent. Equity attributable to the Parent
Company’s shareholders amounted to MSEK 24,540 (23,880). EPRA NRV (net asset value) amounted to
MSEK 31,325 (30,813), equivalent to SEK 170.38 (167.60) per share. Cash and cash equivalents plus unutilised
credit facilities amounted to MSEK 4,689 (5,221). In addition, there are additional credit facilities that, at any
given time, fully cover the issued volume under the Pandox commercial paper programme.
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At the end of the period the loan portfolio amounted to MSEK 32,898 (31,629), excluding loan arrangement
fees. Unutilised credit facilities amounted to MSEK 2,079 (2,599) and the volume issued under the commercial
paper programme amounted to MSEK 358 (0).
Pandox has a continued positive and close dialogue with its lenders on new financing, refinancing as well as
necessary adjustment of terms and covenants in existing credit agreements with consideration to Covid-19.
Short-term credit facilities with a term of less than one year amount to MSEK 4,935, of which MSEK 3,802
matures in December 2021. Pandox has all short-term credit facilities with Nordic relationship banks and
constructive discussions on refinancing are ongoing.
The average fixed rate period was 3.3 (2.8) years and the average interest rate, corresponding to the interest
rate level at the end of the period, was 2.6 (2.6) percent, including effects from interest-rate derivatives, but
excluding accrued arrangement fees. The average repayment period was 2.6 (2.8) years. The loans are secured
by a combination of mortgage collateral and pledged shares.
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To reduce the currency exposure in foreign investment Pandox’s aim is to finance the applicable portion of the
investment in local currency. Equity is normally not hedged as Pandox’s strategy is to have a long investment
perspective. Currency exposures are largely in form of currency translation effects.

In order to manage interest rate risk and increase the predictability of Pandox’s earnings, interest rate
derivatives are used, mainly in the form of interest rate swaps. At the end of the period interest rate derivatives
amounted to MSEK 25,988 gross and MSEK 20,965 net, which is also the portion of Pandox’s loan portfolio for
which interest rates are hedged. Approximately 59 percent net of Pandox’s loan portfolio was thereby hedged
against interest rate movements for periods longer than one year.

The market value of the derivatives portfolio is measured on each closing date, with the change in value
recognised in profit or loss. Upon maturing, the market value of a derivative contract is dissolved entirely and
the change in value over time thus does not affect equity.
At the end of the period, the net market value of Pandox’s financial derivatives amounted to
MSEK -471 (-798).

At the end of the period, the deferred tax assets amounted to MSEK 502 (631). These represent mainly the book
value of tax loss carry forwards which the Company expects to be able to use in upcoming fiscal years, and
temporary measurement differences for interest rate derivatives.
Deferred tax liabilities amounted to MSEK 4,293 (4,307) and relate mainly to temporary differences between
fair value and the taxable value of Investment Properties, as well as temporary differences between the book
value and the taxable value of Operating Properties.
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Press release from the AGM 2021
Pandox publishes Annual Report 2020
Year-end report January-December 2020

To read the full press releases, see www.pandox.se.

The tenant at Park Centraal Amsterdam has filed a lawsuit against a
Pandox subsidiary demanding certain temporary adjustments in existing
leases, mainly with respect to minimum rent levels. Court proceedings
are set to commence on 25 May 2021.
A Pandox subsidiary has filed a lawsuit against Köln Bonn Airport
which has not granted an extension of a heritage building right for the
Leonardo Hotel Köln Bonn Airport property. The hotel has 177 rooms.
The case is ongoing and Pandox believes that there is a good possibility
of a favourable decision, or compensation, for the company.
As Pandox previously communicated, it received a decision from the
Swedish Tax Agency on the Group’s internal pricing. Pandox has
appealed the decision with the Supreme Administrative Court and is
waiting for a decision, which is expected to be handed down in 2021.
Pandox is maintaining its position that the Company has followed the
law. Pandox’s transfer pricing does not differ from industry practice. The
Swedish Tax Agency is, however, of the opinion that no allocation of
profits is to be made to the country where the properties are located and
operations are conducted, but to the country of the parent company, i.e.
Sweden. Pandox is maintaining that the Group’s companies are
following and have followed applicable laws on transfer pricing and
taxation in the countries where the Group’s companies are operating.
Pandox has been granted a tax payment extension by the Swedish Tax
Agency due to uncertainty about the outcome of the case. Pandox
believes that there is a good possibility of a favourable decision in a
higher court.

At the end of the period, Pandox had the equivalent of 428 (1,229) fulltime employees, based on number of worked hours translated to fulltime employees. Of the total number of employees, 379 (1,183) are
employed in the Operator Activities segment and 49 (46) in the Property
Management segment and in central administration.

Pandox’s green investment programme of MEUR 8 remains in place
within the planned timeframe (2023). The investment programme
focuses on projects to reduce energy and water consumption and on
technical installations. The purpose is to reduce climate impact while
also generating an average return of around 20 percent. Due to Covid19, the larger and more technology-intensive investments have taken
longer time to complete, which means that the savings from the
programme will not materialise in earnest until the second half of 2021.

Administration for activities within Pandox’s property owning
companies is provided by staff employed by the Parent Company,
Pandox AB (publ). Pandox’s subsidiaries are invoiced for these services.
Amounts invoiced during the January—March 2021 period totalled
MSEK 37 (30), and profit for the period amounted to MSEK 501 (-175).
At the end of the period the Parent Company’s equity amounted to
MSEK 9,105 (8,603) and the external interest-bearing debt was MSEK
7,093 (4,804), of which MSEK 5,233 (3,294) was in the form of longterm debt.

The Parent Company carries out transactions with subsidiaries in the
Group. Such transactions mainly entail allocation of centrally incurred
administration cost and interest relating to receivables and liabilities. All
related party transactions are entered into on market terms.
Eiendomsspar AS owns 5.1 percent of 22 hotel properties in Germany
and 9.9 percent of another hotel property in Germany. The acquisitions
were made by Pandox in 2015, 2016 and 2019.
Pandox has a management agreement regarding Pelican Bay Lucaya
Resort in the Bahamas owned by affiliates of Helene Sundt AS and CGS
Holding AS. During January-March 2021, revenue from Pelican Bay
Lucaya amounted to MSEK 0.1 (0.2).

Pandox seeks to achieve the lowest possible financing cost while
simultaneously limiting the Company’s interest rate, currency and
liquidity risks. Pandox’s approach is that increased financing cost
resulting from moderate changes in interest rates is often compensated
for by higher operating income due to increased economic activity. Also,
Pandox has a loan portfolio with staggered maturities and fixed interest
periods where the Company enters into interest rate swaps to hedge
interest rate levels for a certain portion of the debt portfolio.
A significant amount of Pandox’s operations are in countries outside
Sweden and the Company is therefore exposed to exchange rate
fluctuations. Pandox reduces currency exposure in foreign investments
primarily by taking out loans in local currencies. In general, foreign
operations report both income and costs in the local currency, which
limits currency exposure in current flows.
Pandox aims to have a diversified loan portfolio in terms of the
number of lenders, concentration, and maturities in order to manage
liquidity risk.
Pandox’s financial risks and risk management are described on pages
133–136 of the 2020 Annual Report.

Pandox defines risk as a factor of uncertainty that may affect the
Company’s ability to fulfil its objectives. It is therefore of utmost
importance that Pandox is able to identify and assess these factors of
uncertainty.
Pandox’s strategy is to invest in hotel properties with revenue-based
leases with the best hotel operators, and also to be able to operate hotels
itself when necessary. Based on this strategy, Pandox has classified risk
in five categories: strategy risk, operational risk, financial risk, external
risk and sustainability risk.
Pandox’s risk management work is described on pages 84–89 in the
section “Risk and risk management” in the 2020 Annual Report.
Considering the extraordinary situation created by Covid-19, a
situation cannot be excluded where for example representations and
covenants in the Company’s credit agreements may not be met. In such
cases, there are several actions that can be taken to, should there be a
need, to cure non-compliance, such as payment of interest to an escrow
account, adjustment of covenants, covenant holidays or certain
repayments, internal loans or increase in shareholders’ equity in
subsidiaries.
Besides the effects of Covid-19 described on page 3 there has been no
significant change to Pandox’s risk assessment after the publication of
the 2020 Annual Report.

The hotel industry is seasonal in nature. The periods during which the
Company’s properties experience higher revenues vary from property to
property, depending principally upon location and the customer base
served. Since most of the customers that stay at Pandox owned or
operated hotels are business travellers, the Company’s total revenues
have historically been greater particularly in the second quarter. The
timing of holidays and major events can also impact the Company’s
quarterly results.

This report contains forward-looking statements. Such statements are
subject to risks and uncertainties. Actual developments may differ
materially from the expectations expressed, due to various factors, many
of which are beyond the control of Pandox.

The report has been translated from Swedish. The Swedish text shall
govern for all purposes and prevail in the event of any discrepancy.
This report has not been examined by the Company’s auditor.
Stockholm, 27 April 2021

Anders Nissen, CEO

Pandox will present the Q1 interim report for investors, analysts and
media via a webcasted telephone conference, 27 April at 08:30 CEST.
The presentation also includes an external update of the hotel market.
•

Interim report and business update
Anders Nissen CEO, Liia Nõu CFO

•

The hotel market
Robin Rossmann, Managing Director International STR

The presentation material will be available at www.pandox.se at
approximately 08:00 CEST.
To follow the webcast, go to https://edge.mediaserver.com/mmc/p/4zcrcuwp. Here you can also ask written questions.

Pandox applies the European Securities and Market Authority’s (ESMA)
guidelines for Alternative Performance Measurements. The guidelines
aim at making alternative Performance Measurements in financial
reports more understandable, trustworthy and comparable and thereby
enhance their usability. According to these guidelines, an Alternative
Performance Measurement is a financial key ratio of past or future
earnings development, financial position, financial result or cash flows
which are not defined or mentioned in current legislation for financial
reporting; IFRS and the Swedish Annual Accounts Act. Reconciliations
of Alternative Performance Measurements are available on pages 16–17.

To participate in the conference via telephone, please register via this
link to access telephone numbers:
http://emea.directeventreg.com/registration/5632046.
A recorded version of the presentation will be available at
www.pandox.se.

For further information, please contact:
Anders Nissen, CEO
+46 (o) 708 46 02 02

At the end of the period, the total number of shares before and after
dilution amounted to 75,000,000 A shares and 108,849,999 B shares.
For the first quarter 2021 the weighted number of shares before and
after dilution amounted to 75,000,000 A shares and 108,849,999 B
shares.

Liia Nõu, CFO
+46 (0) 702 37 44 04
Anders Berg, SVP Head of Communications and IR
+46 (0) 760 95 19 40
This information is information that Pandox AB (publ) is obliged to
make public pursuant to the EU Market Abuse Regulation. The
information was submitted for publication, through the agency of the
contact persons set out above 27 April 2021, 07:00 CEST.

More information about Pandox is available at www.pandox.se.
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Net asset value is the aggregate capital the Company manages on behalf of its shareholders. Net asset value can be calculated in various ways,
primarily affected by the time horizon and the portfolio’s turnover. In general, Pandox has an industrial and long-term investment horizon.
From 31 December 2020 Pandox is also recognising the performance measures EPRA NRV (net reinstatement value), EPRA NTA (net tangible
assets) and EPRA NDV (net disposal value). See page 25 for definitions.
EPRA NRV is the long-term net asset value and is based on the balance sheet adjusted for items where there will be no payments made in the near
future, such as goodwill, financial derivatives, deferred tax liability and surplus value of Operating Properties (see page 8, Property valuation, for
more information). EPRA NTA is the same as long-term net asset value with the difference that goodwill not attributable to deferred tax is to be added
back and that deferred tax can be assigned a market value taking into account how the entity has carried out real estate transactions in recent years.
As Pandox has no goodwill, has a long-term investment horizon, and does not report estimated actual deferred tax, the value of NRV and NTA in
Pandox’s case is the same. EPRA NDV is net asset value according to equity in the balance sheet adjusted for goodwill (Pandox has no goodwill) and
surplus value of Operating Properties.
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On 31 March 2021 Investment Properties had a weighted average unexpired lease term (WAULT) of
14.4 years (14.6).
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136 of the hotel properties are leased to third parties, which means that approximately 84 percent of the
portfolio market value is covered by external leases. Pandox’s tenant base consists of highly reputable hotel
operators with strong hotel brands.
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Pandox’s main geographical focus is Northern Europe. Germany (25 percent) is Pandox’s single largest
geographical market, measured as a percentage of the property portfolio’s total market value, followed by
Sweden (24 percent), UK (16 percent), Belgium (7 percent) and Finland (6 percent).
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At the end of the period Pandox’s property portfolio consisted of 156 (156) hotel properties with 35,061
(35,060) hotel rooms in fifteen countries, including the sub-markets England, Scotland, Wales, and Northern
Ireland.
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Pandox AB follows the International Financial Reporting Standards (IFRS) and interpretations (IFRIC), as adopted by the EU. This interim report
has been prepared according to IAS 34 Interim Financial Reporting and the Swedish Annual Accounts Act.
The interim report for the Parent Company has been prepared in accordance with Chapter 9 Interim Reports of the Swedish Annual Accounts Act.
The Parent Company applies the Swedish Annual Accounts Act and RFR2 Accounting principles for legal entities. Under RFR2 the parent company of
a legal entity applies all EU approved IFRS principles and interpretations within the framework defined by the Swedish Annual Accounts Act and
taking into consideration the connection between accounting and taxation.
Rights of use and long-term leasing debt have adjusted the comparative figures retroactively regarding two site-leasehold rights.
The interim financial statements are included on pages 1–23 and pages 24–26 are thus an integrated part of this financial report.
The accounting principles applied are consistent with those described in Pandox’s 2020 Annual Report.

Pandox’s operating segments consist of the Property Management and Operator Activities business streams. The Property Management segment
owns, improves and manages hotel properties and provides external customers with premises for hotel operations, as well as other types of premises
adjacent to hotel properties. The Operator Activities segment owns hotel properties and operates hotels in such owned properties. The Operator
Activities segment also includes one hotel property under an asset management agreement. Non-allocated items are any items that are not
attributable to a specific segment or are common to both segments, and financial cost for right-of-use assets according to IFRS 16. The segments have
been established based on the reporting that takes place internally to executive management on financial outcomes and position. Segment reporting
applies the same accounting principles as those used in the annual report in general, and the amounts reported for the segments are the same as those
for the Group. Scandic Hotels Group and Fattal Hotels Group are tenants who account for more than 10 percent of revenues each.
For the first quarter 2021, revenue-based rent in Property Management amounted to MSEK 31.

Net operating income for Operator Activities as a percentage of total
revenue from Operator Activities.
Average interest expense based on interest maturity in respective
currencies as a percentage of interest-bearing liabilities.

Since amounts have been rounded off in MSEK, the tables do not always
add up.

EBITDA plus financial income less financial expense less financial cost
for right-of-use assets according to IFRS 16 less current tax, adjusted
any unrealised translation effect on bank balances.
Total gross profit less central administration (excluding depreciation).
Recognised equity, attributable to the Parent Company’s shareholders,
including reversal of derivatives, deferred tax asset derivatives, deferred
tax liabilities related to properties, and revaluation of Operating
Properties.
Recognised equity, attributable to the Parent Company’s shareholders,
including reversal of derivatives, deferred tax asset derivatives, deferred
tax liabilities related to properties, and revaluation of Operating
Properties.
Recognised equity, attributable to the Parent Company’s shareholders,
including reversal of derivatives, deferred tax asset derivatives, deferred
tax liabilities related to properties, and revaluation of Operating
Properties.
Recognised equity, attributable to the Parent Company’s shareholders,
including revaluation Operating Properties.

EBITDA plus financial income less financial expense less current tax,
after non-controlling interests, less financial expense for right-of-use
assets according to IFRS 16 adjusted any unrealised translation effect on
bank balances divided by the weighted average number of shares
outstanding.
Comprehensive income attributable to the Parent Company’s
shareholders divided by the weighted average number of shares
outstanding after dilution at the end of the period.
Proposed/approved dividend for the year divided by the weighted
average number of outstanding shares after dilution at the end of the
period.
Profit for the period attributable to the Parent Company’s shareholders
divided by the weighted average number of shares outstanding.
EPRA NAV, NRV, NTA, NDV divided by the total number of shares
outstanding after dilution at the end of the period.

Growth measure that excludes effects of acquisitions, divestments and
reclassifications, as well as exchange rate changes.

The weighted average number of outstanding shares taking into account
changes in the number of shares outstanding after dilution during the
period.

Accumulated percentage change in EPRA NRV, with dividends added
back and issue proceeds deducted, for the immediately preceding 12month period.

The weighted average number of outstanding shares taking into account
changes in the number of shares outstanding, before dilution, during the
period.

Revenue less directly related costs for Operator Activities including
depreciation of Operator Activities.
Revenue less directly related costs for Property Management.
Current and non-current interest-bearing liabilities plus arrangement
fee for loans less cash and cash equivalents and short-term investments
that are equivalent to cash and cash equivalents. Long-term and shortterm lease liabilities according to IFRS 16 are not included.
EBITDA less financial expense for right-of-use assets divided by net
interest expense, which consists of interest expense less interest income.
Investments in non-current assets excluding acquisitions.
Interest-bearing liabilities, including arrangement fee for loans, less
cash and cash equivalents as a percentage of the properties’ market
value at the end of the period.
Gross profit for Operator Activities plus depreciation included in costs
for Operator Activities.
Net operating income corresponds to gross profit for Property
Management.

Market value of Investment Properties plus market value of Operating
Properties.
Number of owned hotel properties at the end of the period.
Number of rooms in owned hotel properties at the end of the period.

Revenue per available room, i.e. total revenue from sold rooms divided
by the number of available rooms. Comparable units are defined as hotel
properties that have been owned and operated during the entire current
period and the comparative period. Constant exchange rate is defined as
the exchange rate for the current period, and the comparative period is
recalculated based on that rate.
Average lease term remaining to expiry, across the property portfolio,
weighted by contracted rental income.

