▪

Revenue from Property Management amounted to
MSEK 851 (810). For comparable units the increase
was 2.6 percent, adjusted for currency effects

▪

Revenue from Property Management amounted to
MSEK 2,319 (2,222). For comparable units the
increase was 1.5 percent, adjusted for currency effects

▪

Net operating income from Property Management
amounted to MSEK 761 (698), MSEK 748 excl. the
effects of IFRS 16. For comparable units the increase
was 1.7 percent, adjusted for currency effects

▪

▪

Net operating income from Operator Activities
amounted to MSEK 160 (142), MSEK 153 excl. the
effects of IFRS 16. For comparable units the decrease
was 1.2 percent, adjusted for currency effects

Net operating income from Property Management
amounted to MSEK 2,048 (1,890), MSEK 2,006
excluding the effects of IFRS 16. For comparable units
the increase was 1.6 percent, adjusted for currency
effects

▪

Net operating income from Operator Activities
amounted to MSEK 467 (375), MSEK 449 excluding
the effects of IFRS 16. For comparable units the
increase was 10.1 percent, adjusted for currency effects

▪

EBITDA amounted to MSEK 2,383 (2,160), MSEK
2,323 excluding the effects of IFRS 16

▪

Cash earnings amounted to MSEK 1,509 (1,410)

▪

Cash earnings per share amounted to SEK 9.01 (8.39)

▪

Profit for the period amounted to MSEK 1,409 (2,049)

▪

Earnings per share amounted to SEK 8.41 (12.20)

▪

EBITDA amounted to MSEK 881 (806), MSEK 861
excl. the effects of IFRS 16

▪

Cash earnings amounted to MSEK 581 (535)

▪

Cash earnings per share amounted to SEK 3.47 (3.18)

▪

Profit for the period amounted to MSEK 242 (833)

▪

Earnings per share amounted to SEK 1.45 (4.98)

▪

Pandox entered into agreement to acquire two hotels
in the Netherlands and Germany for MEUR 83
October 17

Pandox is reporting growth in total net operating income of 10 percent
and growth in net asset value, on an annualised basis, of 19 percent for
the third quarter. The growth drivers were, once again, add-on
acquisitions, positive rental growth in several of Pandox’s markets, good
development in Brussels and positive currency effects.
Adjusted for currency effects, total revenue and total net operating
income increased by 2.5 and 1.2 percent respectively. Renovation
disturbances and start-up costs within Operator Activities had a negative
effect mainly on net operating income in the quarter.
In Property Management, rental income and net operating income
increased for comparable units by 2.6 and 1.7 percent respectively,
adjusted for currency effects. Growth was limited to some extent by
negative renovation effects in Pandox’s portfolio, as well as generally
challenging comparative figures.
Underlying demand was positive in the quarter, but supply increases
continued to have a negative effect on RevPAR growth, primarily in
Oslo, Copenhagen and London Heathrow Airport. The trend in these
markets is expected to continue over the next few quarters but should be
balanced out by more positive development in other markets in Pandox’s
portfolio.
Rental income in the UK increased for comparable units by around 1
percent, adjusted for currency effects. Excluding London Heathrow
Airport, the increase was a good 3 percent.
Operator Activities experienced growth, but profitability was
negatively impacted by larger development and repositioning projects
for Hilton Brussels City, as well as start-up costs in connection with the
rebranding for DoubleTree by Hilton Montreal. Revenue for comparable
units increased by 2.3 percent while net operating income decreased by
1.2 percent, adjusted for currency effects. Adjusted for the abovementioned hotels, net operating income increased by 5.5 percent.
Underlying demand, productivity and profitability remained good.

The benefits of a larger and more diversified portfolio manifest
themselves in a variety of ways. Demand fluctuations are balanced out
more effectively and having a presence in more markets provides new
business opportunities.
Pandox and its business partners are actively looking for development
projects that can strengthen the growth and profitability potential of the
properties. These projects range from renovation and repositioning to
expansion and, in certain cases, building new hotels adjacent to existing
hotel properties. Pandox sees significant long-term potential in the
portfolio for these types of investments.
During the second half of the year agreements have been signed with
Nordic Choice and Scandic on the creation of some 180 new rooms
through expansion and conversion, and we hope that more agreements
of this kind can be signed in the coming quarters.

New relationships are also creating new opportunities. One example is
Pandox’s acquisition of three hotel properties in Germany, with HR
Group as tenant, where future development projects have already been
identified.

After the end of the period, Pandox entered into an agreement to acquire
two hotel properties, including operations, in The Hague (Netherlands)
and Hannover (Germany) with a total of 421 rooms in Operator
Activities. The hotels have strong locations in attractive and growing
cities and offer good growth potential. The total transaction value
amounts to approximately MEUR 83, which corresponds to the property
value. The yield amounts to 6.5 percent based on expected net operating
income of MEUR 5.4 for 2020. Through the transaction, Pandox adds a
new cooperation partner, a new brand and another destination to the
portfolio, which is in line with Pandox's diversification strategy.

Pandox maintains that the hotel market has growth potential, but that it
is in a maturing phase and growth is slowing. In this phase of the hotel
cycle RevPAR is mainly driven by higher average prices. In some
submarkets, however, increased hotel capacity puts pressure on RevPAR
in the short and medium term. All in all, Pandox maintains that
conditions for growth still exist this year.

Underlying demand in the international travel industry remains good.
However, growth has slowed compared to 2018 due to a prolonged
Brexit process, trade tensions and weaker economic indicators.
During the first half of the year, international passenger traffic
increased by 4 percent, which is in line with the United Nations World
Tourism Organization’s (UNWTO) full-year forecast. Generally
speaking, the positive demand in the hotel market was maintained, but
RevPAR development was unevenly distributed between countries and
cities. Demand was affected to varying degrees by new hotel supply,
trade show and congress calendars, as well as other local conditions.

The German hotel market saw a weaker development due to several
concurrent factors. In general terms, underlying demand remained good
but also here an increased supply in a number of cities such as
Frankfurt, Mannheim and Düsseldorf put pressure on RevPAR. Demand
from trade fairs and events was also weaker in September compared
with the previous year. The outlook for the fourth quarter, however, is
positive and demand should turn out stronger. Total RevPAR in
Germany decreased by approximately 4 percent in the quarter.

The hotel market in the UK consists of two parts: one market is London
and the other is the regional market (UK Regional) which has a high
share of domestic demand and is where Pandox has its main exposure.
Both markets are attractive and expansive with stable underlying
demand.
RevPAR in UK Regional decreased by approximately 2 percent in the
quarter. Although demand was stable, the hotel supply increased at a
slightly faster pace and overall this put pressure on both occupancy and
RevPAR.
Hotel markets negatively affected by new hotel supply was London
Heathrow Airport and Belfast. In Glasgow, hotel supply increased and it
also met strong comparative numbers from the European Championship
in the summer of 2018.
Markets with good development in the third quarter were, among
others, Manchester, Leeds and Brighton.

Growth in the Nordics was strong in the third quarter. Both in Sweden
and Denmark demand increased by more than 4 percent, while it
increased by more than 6 percent in Finland and Norway. However, the
increased hotel supply in Norway and Denmark led to a more moderate
increase in RevPAR of 1 percent in Norway, while it decreased by 2
percent in Denmark. In Sweden and Finland, RevPAR increased by 4
and 9 percent respectively, primarily driven by a strong month of
September.
In Stockholm RevPAR increased by almost 3 percent where hotels
within the upscale segment had a stronger development than hotels
within the midscale segment. Demand remained good and increased by
approximately 4 percent. In Gothenburg, RevPAR increased by almost 5
percent supported by a strong month of July, which reflects the city’s
strong position as an attractive summer destination. In Malmö, RevPAR
increase by more than 1 percent.
In Oslo, demand for hotel rooms increased by more than 8 percent in
the quarter. At the same time the hotel supply increased by
approximately 11 percent, which resulted in a RevPAR decrease of 4
percent.
The development was similar in Copenhagen with supply growing
faster than demand, thereby leading to a decrease in RevPAR by 1
percent.
In Helsinki, RevPAR increased by a solid 9 percent, primarily
supported by a good month of September following the EU presidency
with both higher occupancy and average prices.

After a weaker start in Montreal, growth picked up in the second quarter
– a trend that continued in the third quarter with a RevPAR increase of
approximately 5 percent.
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The strong growth in Brussels continued and RevPAR increased by
approximately 12 percent during the quarter. Although the business and
conference segments have accounted for most of the growth up to now,
demand in the leisure segment has been growing stronger over the past
few quarters as well. The hotel market in Brussels also benefitted from a
limited inflow of new hotel rooms, which contributed to improved
occupancy and favourable conditions for increased average prices.

Revenue from Property Management amounted to MSEK 851 (810), an
increase of 5 percent, explained by acquisitions, positive currency effects
and positive market growth.
The previously communicated change in property tax accounting in
the UK and Ireland reduced other property revenue by MSEK 15 for the
period compared with 2018.
For comparable units, revenue increased by 2.6 percent adjusted for
currency effects.
Revenue from Operator Activities amounted to MSEK 600 (531), an
increase of 13 percent, explained by acquisitions, positive market growth
and positive currency effects. Growth was negatively affected primarily
by the renovation of Hilton Brussels City.
Adjusted for currency effects, revenue and RevPAR for comparable
units increased by 2.3 and 3.8 percent respectively.
The Group’s net sales amounted to MSEK 1,451 (1,341). For
comparable units, net sales increased by 2.5 percent, adjusted for
currency effects.

Net operating income from Property Management amounted to MSEK
761 (698), an increase of 9 percent. Excluding effects from the
introduction of IFRS 16, net operating income was MSEK 748. For
comparable units, net operating income increased by 1.7 percent,
adjusted for currency effects.
Net operating income from Operator Activities amounted to MSEK
160 (142), an increase of 12 percent. Excluding effects from the
introduction of IFRS 16, net operating income was MSEK 153. For
comparable units, net operating income decreased by 1.2 percent
adjusted for currency effects, mainly due to the cost of renovation
disturbances at Hilton Brussels City and start-up costs for DoubleTree
by Hilton Montreal. Adjusted for these costs, net operating income
increased by 5.5 percent.
Total net operating income amounted to MSEK 921 (840), an increase
of 10 percent. Excluding effects from the introduction of IFRS 16, net
operating income was MSEK 901.
Central administration costs amounted to MSEK -40 (-34). The increase
is explained by a new incentive programme and the Group’s growth,
geographical expansion and increased complexity.

Financial expense amounted to MSEK -221 (-207), of which -15 (-13)
consists of capitalised loan arrangement fees.
Financial income amounted to MSEK -3 (2) and is explained by
exchange rate differences.
Financial expense associated with right-of-use assets relating to the
introduction of IFRS 16 amounted to MSEK -20

Profit before changes in value amounted to MSEK 586 (561), an increase
of 4 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 353 (376) and are explained by a combination of a lower
valuation yield and higher cash flows in the comparable portfolio.
Realised changes in value for Investment Properties amounted to
MSEK 110 (13) and are explained by the sale of Hotell Hasselbacken.
Unrealised changes in value of derivatives amounted to MSEK -211
(113).
Current tax amounted to MSEK -60 (-64).
Deferred tax amounted to MSEK -536 (-166). The majority of the
increase is explained by the completion of the legal reorganisation of the
previous acquisition of Jurys Inn based on completion accounts. In
addition, several countries in which Pandox operates have made changes
to their corporate tax systems in recent years, which has led to a review
of reported deferred tax in each jurisdiction (see page 9 and the section
Deferred tax).
Profit for the period amounted to MSEK 242 (833) and profit for the
period attributable to the Parent Company’s shareholders amounted to
MSEK 243 (833), which is equivalent to SEK 1.45 (4.98) per share.
Total cash earnings amounted to MSEK 581 (535), an increase of
11 percent.

EBITDA amounted to MSEK 881 (806), an increase of 9 percent.
Excluding effects from the introduction of IFRS 16, EBITDA was MSEK
861.
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Revenue from Property Management amounted to MSEK 2,319 (2,222),
an increase of 4 percent, explained by acquisitions, positive currency
effects and some market growth.
The previously communicated change in property tax accounting in
the UK and Ireland reduced other property revenue by MSEK 45 for the
period, equivalent to around MSEK 60 on an annualised basis compared
with 2018.
For comparable units, revenue increased by 1.5 percent adjusted for
currency effects.
Revenue from Operator Activities amounted to MSEK 1,779 (1,527), an
increase of 17 percent mainly driven by good development in Brussels,
positive currency effects and acquisitions. Revenue and RevPAR for
comparable units increased by 6.1 and 8.1 percent respectively, adjusted
for currency effect.
The Group’s net sales amounted to MSEK 4,098 (3,749). For
comparable units, net sales increased by 3.4 percent, adjusted for
currency effects.

Net operating income from Property Management amounted to MSEK
2,048 (1,890), an increase of 8 percent. Excluding effects from the
introduction of IFRS 16, net operating income was MSEK 2,006. For
comparable units, net operating income increased by 1.6 percent,
adjusted for currency effects.
Net operating income from Operator Activities amounted to MSEK
467 (375), an increase of 24 percent. Excluding effects from the
introduction of IFRS 16, net operating income was MSEK 449. For
comparable units, net operating income increased by 10.1 percent,
adjusted for currency effects.
Total net operating income amounted to MSEK 2,515 (2,265), an
increase of 11 percent. Excluding effects from the introduction of IFRS
16, net operating income was MSEK 2,455.
Central administration costs amounted to MSEK -131 (-105). The
increase is explained by a new incentive programme and the Group’s
growth, geographical expansion and increased complexity.

Financial expense amounted to MSEK -634 (-592), of which MSEK
-42 (-27) consists of capitalised loan arrangement fees.
Financial income amounted to MSEK 3 (3). Financial expense
associated with right-of-use assets relating to the introduction of IFRS
16 amounted to MSEK -60

Profit before changes in value amounted to MSEK 1,548 (1,454), an
increase of 6 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 993 (882) and are explained by a combination of a lower
valuation yield and higher cash flows in the comparable portfolio.
Realised changes in value for Investment Properties amounted to
MSEK 111 (40) and are explained by the sale of Hotell Hasselbacken.
Unrealised changes in value of derivatives amounted to MSEK -483
(172).
Current tax amounted to MSEK -181 (-161).
Deferred tax amounted to MSEK -579 (-278). The majority of the
increase is explained by the completion of the legal reorganisation of the
previous acquisition of Jurys Inn based on completion accounts in the
third quarter. In addition, several countries in which Pandox operates
have made changes to their corporate tax systems in recent years, which
has led to a review of reported deferred tax in each jurisdiction (see page
9 and the section Deferred tax).
Profit for the period amounted to MSEK 1,409 (2,049) and profit for the
period attributable to the Parent Company’s shareholders amounted to
MSEK 1,409 (2,044), which is equivalent to SEK 8.41 (12.20) per share.
Cash earnings amounted to MSEK 1,509 (1,410), an increase of
7 percent.

EBITDA amounted to MSEK 2,383 (2,160), an increase of 10 percent.
Excluding effects from the introduction of IFRS 16, EBITDA was MSEK
2,323.
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Rental income and other property income were MSEK 851 (810).
Adjusted for the change in property tax accounting in the UK and
Ireland (see Financial development July–September on page 4), revenue
was 7 percent higher than the corresponding period the previous year,
explained by acquisitions, positive growth mainly in Sweden and
Finland, and positive currency effects.
Net operating income amounted to MSEK 761 (698), an increase of 9
percent. Excluding effects from the introduction of IFRS 16, net
operating income was MSEK 748.
Rental income for comparable units increased by 2.6 percent, while
net operating income increased by 1.7 percent, adjusted for currency
effects. Rental growth in the comparable portfolio was positive in
Austria, Sweden, Finland, Norway and the UK and negative in
Switzerland, Ireland, Denmark and Germany.
Individual cities with particularly good rental income growth were
Wolfsburg, Belfast, Brussels, Leeds, Helsinki, Vienna and Salzburg and
many domestic regional cities in Sweden, Norway and Finland.
In the UK growth in the comparable portfolio was around 1 percent.
In Stockholm rental income increased by around 9 percent during the
quarter. In Oslo and Copenhagen, the decrease was 11 and 3 percent
respectively, which reflects an increased supply of hotel rooms, albeit in
an environment with sustained positive demand.
Revenue was negatively affected by around 800 hotel rooms (net)
undergoing various types of renovations during the quarter, including
Park Centraal Amsterdam, Radisson Blu Basel, Scandic S:t Jörgen,
Scandic Alexandra Molde and Scandic Kramer.
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Revenue from Operator Activities amounted to MSEK 600 (531), an
increase of 13 percent driven by acquisitions, good development in
Brussels and in German domestic regional cities, as well as positive
currency effects.
Net operating income amounted to MSEK 160 (142), an increase of 12
percent.
Excluding effects from the introduction of IFRS 16, net operating
income was MSEK 153.
The operating margin was 26.7 (26.7) percent.
Revenue for comparable units increased by 2.3 percent, while net
operating income decreased by 1.2 percent, adjusted for currency effects.
Net operating income for the quarter was negatively affected by the
cost of renovating Hilton Brussels City and start-up costs for DoubleTree
by Hilton Montreal.
Adjusted for these costs, net operating income increased by 5.5
percent.
For comparable units, RevPAR increased by 3.8 percent, adjusted for
currency effects.
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At the end of the period, Pandox’s property portfolio had a total market value of MSEK 59,661 (55,197), of
which Investment Properties accounted for MSEK 50,682 (47,139) and Operating Properties for MSEK 8,979
(8,058). As of the same date the carrying amount of the Operating Properties portfolio was MSEK 6,074
(5,809).
At the end of the period, Investment Properties had a weighted average unexpired lease term (WAULT) of
15.5 years (15.7).
In accordance with previously announced agreements, Pandox took over three hotel properties in Germany
on 1 July and possession of the Hotell Hasselbacken building in Stockholm was given up on 2 September.
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During the January-September 2019 period investments in properties and fixed assets, excluding acquisitions,
amounted to MSEK 423 (460), of which MSEK 277 (243) was for Investment Properties, MSEK 142 (217) was
for Operating Properties and MSEK 4 (1) was for the head office.
At the end of the period investments had been approved for future projects in an amount equivalent to
around MSEK 1,170, of which the larger projects are Crowne Plaza Brussels, Hilton Brussels City, DoubleTree
by Hilton Montreal, Scandic Luleå, Hotel Berlin Berlin, The Midland Manchester, Airport Bonus Inn Vantaa,
Hilton Garden Inn London Heathrow Airport, NH Brussels Bloom, Clarion Collection Arcticus Harstad, Jurys
Inn Inverness, as well as the joint investment programme with Scandic Hotels Group for 19 hotel properties in
the Nordic region.
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At the end of the period the loan-to-value net was 48.3 (49.7) percent. Equity attributable to the Parent
Company’s shareholders amounted to MSEK 22,238 (21,378). EPRA NAV amounted to SEK 30,825 (27,476),
equivalent to SEK 184.03 (164.04) per share. Liquid funds plus unutilised credit facilities amounted to MSEK
3,240 (2,500).
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At the end of the period the loan portfolio amounted to MSEK 29,336 (28,095), excluding loan arrangement
fees. Unutilised credit facilities amounted to MSEK 2,710 (1,826).
At the end of the period the volume issued under the commercial paper programme amounted to MSEK
1,779 (1,250) in various tenors ranging from three to 12 months. During the quarter the option to issue
commercial papers in EUR was exercised for the first time. The purpose of the programme is to reduce
financing costs and also to diversify the financing structure. The issued commercial papers are backed in full by
existing unutilised credit facilities.
Pandox refinanced loans during the quarter for a total amount of MSEK 1,190 with tenors of around five
years.
The average fixed rate period was 4.0 (3.0) years and the average interest rate, corresponding to the interest
rate level at the end of the period, was 2.7 (2.6) percent, including effects from interest-rate derivatives, but
excluding accrued arrangement fees. The average repayment period was 2.7 (3.1) 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.
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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. During the quarter Pandox decided to enter into
additional interest rate swaps totalling MSEK 5,196, with an average maturity of 8.6 years. At the end of the
period interest rate derivatives amounted to MSEK 27,764 gross and MSEK 22,684 net, which is also the
portion of Pandox’s loan portfolio for which interest rates are hedged. Around 68 percent 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 -1,021 (-538).

At the end of the period, the deferred tax assets amounted to MSEK 765 (465). 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
4,879 (3,430) 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.
Several countries in which Pandox has operations have made changes to their corporate tax systems in recent
years. For this reason, Pandox has implemented an extensive review of reported deferred tax in each
jurisdiction. The review has resulted in effects on both deferred tax liabilities and tax assets. For example, due
to a changed tax system, a larger percentage of the tax loss carryforwards in Belgium have been capitalised.
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To read the full press releases, see www.pandox.se.
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Pandox enters into agreement for acquisition
of two hotels in Germany for MEUR 83

At the end of the period, Pandox had the equivalent of 1,429 (1,134)
fulltime employees. Of the total number of employees, 1,389 (1,094) are
employed in the Operator Activities segment and 40 (40) in the Property
Management segment and in central administration.

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-September 2019 period totalled
MSEK 92 (54), and profit for the period amounted to MSEK 2,144 (748).
At the end of the period the Parent Company’s equity amounted to
MSEK 5,909 (4,553) and the interest-bearing debt was MSEK 7,252
(7,098), of which MSEK 5,425 (5,555) was in the form of long-term 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 21 hotel properties in Germany
and 9.9 percent of another hotel property in Germany, which were
acquired by Pandox in 2015 and 2016.
Pandox has asset management agreements regarding nine hotels
located in Oslo as well as for the Pelican Bay Lucaya Resort in the Grand
Bahama Island, which are owned by Eiendomsspar AS or subsidiaries of
Eiendomsspar AS and affiliates of Helene Sundt AS and CGS Holding AS
respectively. During the third quarter revenue from the nine asset
management agreements amounted to MSEK 1.2 (1.3), and revenue
from Pelican Bay Lucaya amounted to MSEK 0.5 (0.3).

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.

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
136–140 of the 2018 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 94–98 in the
section “Risk and risk management” in the 2018 Annual Report.
There has been no significant change to Pandox’s risk assessment after
the publication of the 2018 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.
Stockholm 24 October 2019

At the end of the period, the total number of shares before and after
dilution amounted to 75,000,000 A shares and 92,499,999 B shares. For
the second quarter 2019 the weighted number of shares before and after
dilution amounted to 75,000,000 A shares and 92,499,999 B shares.

Anders Nissen, CEO

Pandox will present the interim report for institutional investors,
analysts and media via a webcasted telephone conference, 24 October at
09:00 CEST.
To follow the presentation online go to
https://edge.media-server.com/mmc/p/xgfqkcq8. To participate in the
conference call and ask questions, please call one of the telephone
numbers indicated below about 10 minutes before the start of the
presentation. The presentation material will be available at
www.pandox.se at approximately 08:00 CEST.
Standard International: +44 (0) 2071 928000
SE LocalCall: +46 (0) 850 692 180
SE Tollfree: 0200125581
UK LocalCall: +44 (0) 8445 718892
UK Tollfree: 08003767922
US LocalCall: + 1 631-510-7495
Conference ID: 4118107
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
Liia Nõu, CFO
+46 (0) 702 37 44 04
Anders Berg, 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 24 October 2019, 07:00 CEST.

More information about Pandox is available at www.pandox.se.

We have reviewed the condensed interim financial information (interim report) of Pandox AB 556030-7885 as of 30th September 2019 and the ninemonth period then ended. The board of directors and the CEO are responsible for the preparation and presentation of the interim financial
information in accordance with IAS 34 and the Swedish Annual Accounts Act. Our responsibility is to express a conclusion on this interim report
based on our review.

We conducted our review in accordance with the International Standard on Review Engagements ISRE 2410, Review of Interim Report Performed by
the Independent Auditor of the Entity. A review consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing, ISA, and other generally accepted auditing standards in Sweden. The procedures performed in a review do not enable us to
obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Based on our review, nothing has come to our attention that causes us to believe that the interim report is not prepared, in all material respects, in
accordance with IAS 34 and the Swedish Annual Accounts Act, regarding the Group, and with the Swedish Annual Accounts Act, regarding the Parent
Company.
Stockholm, 24 October 2019
PricewaterhouseCoopers AB

Patrik Adolfson
Authorised Public Accountant
Auditor in charge

Helena Ehrenborg
Authorised Public Accountant
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On 30 September 2019 Investment Properties had a weighted average unexpired lease term (WAULT) of
15.5 years (15.7).
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130 of the hotel properties are leased to third parties, which means that approximately 85 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. Sweden (25 percent) is Pandox’s single largest
geographical market, measured as a percentage of the property portfolio’s total market value, followed by
Germany (20 percent), UK (18 percent), Belgium (7 percent) and Finland (7 percent).
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At the end of the period Pandox’s property portfolio consisted of 146 (144) hotel properties with 32,732
(32,268) 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.
The interim financial statements are included on pages 1–24 and pages 25–27 are thus an integrated part of this financial report.
The accounting principles applied are consistent with those described in Pandox’s 2018 Annual Report.
Pandox is applying IFRS 16 prospectively as of 1 January 2019.

Pandox is applying IFRS 16 prospectively as of 1 January 2019. The effects of the transition as of 1 January 2019 are presented in the 2018 Annual
Report.
Pandox’s lease commitments consist of site leaseholds or other leased land, premises and vehicles. In total these undiscounted commitments amount
to MSEK 2,765 based on agreements currently in effect. MSEK 2,633 of these commitments relate to land (site leaseholds or other leased land).
In Sweden site leaseholds were introduced and are still used as a supplement to ownership of a property. Only the national and municipal authorities
in Sweden have the right to grant site leaseholds. The holder of a site leasehold has the right to use the land for a very long time, which is sometimes
described by municipalities as “essentially infinite”. Accordingly, the discounted value of site leasehold rents in Sweden is to be recognised, according
to IFRS 16, as an infinite right-of-use asset and a lease liability in the balance sheet. The site leasehold rent paid is recognised in full as a financial
expense where in the past it was recognised as an operating cost.
Pandox has site leaseholds or other land leases in countries other than Sweden. These leases are structured differently but are normally extended.
Other clauses exist to ensure that the land can be used after the lease ends or that compensation is paid for the hotel property built on the land in
question. In Pandox’s experience these leases are normally extended and, accordingly, the leases are expected to be extended and treated in the same
way as Swedish site leaseholds.
Premises (mainly Pandox’s offices) and vehicles (company cars) are recognised at a discounted value in the balance sheet as right-of-use assets and
lease liabilities. In the income statement right-of-use assets are depreciated over the term of the lease and payments to the landlord/lessor are
recognised as instalments on the lease liability and as interest expense in the income statement.
In connection with the transition to IFRS 16 Pandox has decided to include three new items in the balance sheet: right-of-use assets, long-term lease
liabilities and short-term lease liabilities. In the income statement the financial component is recognised net as a financial item in a new line
“Financial cost for right-of-use assets”. To calculate right-of-use assets and lease liabilities Pandox uses an estimated financing expense in local
currencies based on when the various leases mature.
In addition to the effects of the transition to IFRS 16 described above, its introduction also affects performance measures. The definitions of interestbearing net debt and cash earnings have been adjusted for clarity as of 1 January 2019 for comparability with earlier periods.
On the following page, tables are presented which describe the difference in result and financial position when IFRS 16 is applied and when not
applied.

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 Property Management segment also includes eight asset management contracts for externally owned hotel
properties. The Operator Activities segment owns hotel properties and operates hotels in such owned properties. The Operator Activities segment also
includes one hotel operated under a long-term lease agreement and 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.

Average interest expense based on interest maturity in respective
currencies as a percentage of interest-bearing liabilities.
EBITDA plus financial income less financial expense less financial cost
for right-of-use assets according to IFRS 16 less current tax less any
unrealised translation gain on bank balances.

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 less unrealised translation gain 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.

Total gross profit less central administration (excluding depreciation).
Growth measure that excludes effects of acquisitions, divestments and
reclassifications, as well as exchange rate changes.
Accumulated percentage change in EPRA NAV, with dividends added
back and issue proceeds deducted, for the immediately preceding 12month period.
Revenue less directly related costs for Operator Activities including
depreciation of Operator Activities.

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.
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, divided by the total number of shares outstanding after
dilution at the end of the period.

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.
Profit before changes in value plus interest expense and depreciation,
divided by interest expense. Financial cost for right-of-use assets
according to IFRS 16 is not included.
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.
Net operating income for Operator Activities as a percentage of total
revenue from Operator Activities.
Since amounts have been rounded off in MSEK, the tables do not always
add up.

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

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.

