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Management commentary 

Primary activities 

The Company’s mission is to invest in British commercial real estate. 

This makes Britannia Invest A/S a company with a clear investment profile intending to exploit the special 
investor-friendly practices in the British property market. 

The key concepts of the investment strategy are security and quality. This applies to the identification 
of investment properties, including the quality, location, rate of return and growth potential of such 
properties, as well as requirements applicable to the tenants. 

The Company’s mission is to be a dynamic property company that constantly monitors opportunities in the 
portfolio of properties with a view to optimising the rate of return. This includes asset management and 
selling properties whenever doing so is considered profitable and reinvesting in new properties. 

At year-end 2019 the portfolio consisted of the following assets: 

 Regus Building Bristol
 Whitehall II Leeds
 Optima Building Glasgow 
 Citygate 1 Newcastle  
 Talisman House Aberdeen 
 Finsbury Square London  
 Old Mutual House Southampton 
 80 Hammersmith Road London  
 76 Hammersmith Road London  
 Bridgewater House Manchester 
 Mainpoint Edinburgh
 Acero Sheffield
 One Colmore Row Birmingham 
 1 City Square Leeds

Highlights from the annual report 
Over the course of 2019 the UK saw a lot of political and financial uncertainty due to Brexit and the govern-
ment’s lack of parliamentary support ahead of the December election. Despite these uncertainties, tenant 
take-up and investor interest in the UK market remained positive. Total return for all property asset classes 
was 2.1%, reflecting big differences: the office sector was 5.1% and retail was -6.4%.  Capital growth was 
-3.1% overall and 0.2% for offices.

Britannia Invest A/S realised a return on equity of 7.9% and a profit after tax of GBP 14.9m, including GBP 
6.2m of revaluations.  

The core business return is presented as “the basic primary rental business without balance sheet adjust-
ments”.    

Due to financial reporting requirements, “Revenue” and “Gross profit” in the income statement do not include 
financial expenses.  
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Management commentary 

Britannia Invest A/S’s conventional way of showing the profit from primary operations is as follows: 

   2019     2018  
GBP’000 GBP’000 

Rental income and other income 25,420 23,341 

Property costs UK (5,966) (3,265) 

Financial costs  (9,495) (9,038) 

Profit from rental business  9,959 11,038 

Profit from asset sales 

Administration in DK 

0 

(206) 

 390 

(182) 

Profit/(loss) from primary operations 9,753 11,246

Revenue increased as a result of a full year’s rent from the three acquisitions back in 2018, a one-off income 
of GBP 0.8m and successful regears and new lettings. 

There were no acquisitions or disposals of properties during the year, but it was a very active asset manage-
ment year. 

Profit from primary operations reduced from GBP 11.2m to GBP 9.7m as the higher rental income was offset 
by increased property and finance costs. 

During the year, property costs in the UK increased due to a performance fee and the increased cost of void 
space and repairs and maintenance. The increase in cost was in line with business plans. 

The portfolio had a net positive market revaluation of GBP 6.2m after investing GBP 4.7m in the portfolio 
over the year.  

Equity increased from GBP 178.7m to GBP 193.5m and the intrinsic value increased by 15% from 332 to 
381. 

Overall borrowing reduced slightly from GBP 243m to GBP 238m; the shareholder loans increased from GBP 
190m to GBP 230m, the external funding reduced from GBP 53m to GBP 8m, the overall LTV remains modest 
at 54% and LTV from external funding is down at 2%. 

The 2019 profit after tax was GBP 14.9m compared to GBP 17.6m in 2018. In the annual report for 2018, a 
profit after tax of GBP 11.8m was expected for 2019. The improvement is due to a higher turnover, further 
supported by the positive revaluation of most of the properties. 

The positive revaluations on the balance sheet fell from GBP 7.9m to GBP 6.2m due to a falling valuation of 
the interest swaps.   
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   2019     2018  
GBP’000 GBP’000 

Fair market value adjustment of properties 6,209 5,215 

Fair market value adjustment of interest swaps 1,051 2,698 

Total  7,260 7,913 

The rate of exchange of the British pound rose from 8.2719 to 8.7664 from 31 December 2018 to 31 De-
cember 2019. 

At year-end 2019, the portfolio of properties is valued at GBP 438.9m, an increase of GBP 10.9m. The 
external valuer Savills has valued the portfolio at GBP 448.1m. 

The balance sheet total increased by 1%, from GBP 437.4m to GBP 448.4m. Equity increased by GBP 14.8m 
from GBP 178.7m to GBP 193.5m. Return on equity was 6.6% and the intrinsic share value increased by 
15% from 332 to 381 from 31 December 2018 to 31 December 2019.  

Since 2003 the Company has been owned by shareholders who are subject to taxation under the Danish 
Pension Investment Return Tax Act. Combined with other technical tax requirements, this means that the 
Company, being subject to the Pension Investment Return Tax Act, is not liable to pay tax in Denmark. 
Therefore, no tax expense on income earned in Denmark has been recognised in the annual report. However, 
in the UK, tax at a rate equivalent to 22% will be payable on profit on UK activities. Capital allowances on 
properties reduce the operating profit in the UK and a tax payment of GBP 2.1m has been recognised for 
2019. The final tax payment will be calculated at the end of the UK financial year in April 2020. 

Changes to the tax rules from April 2019 may result in capital gains becoming subject to taxation in the UK. 
UK pension funds are exempt and the option to be treated equally and obtain an exemption from the new 
tax is being explored with the Company’s UK tax advisors.     

The Board of Directors considers the result for the year satisfactory. 

Development in activities and finances 
Acquisition and disposals of properties 
There were no acquisitions or disposals in the period. 

Portfolio of properties 
At 31 December 2019, the Company’s portfolio of properties consists of 14 well-located office buildings with 
a geographic spread throughout the UK, 12 of which are freehold and 2 are leasehold.  

The total area is 1,197,562 sq ft, of which 120,856 sq ft is vacant at year-end. 76 Hammersmith Road, 
London, accounts for 49,879 sq ft. 76 Hammersmith has been stripped out and as such is not in a lettable 
state but is a development case rather than part of the normal lettable office space within the portfolio. In 1 
City Square, Leeds, which was acquired in December 2018, 45,713 sq ft equal to 42% of the building is 
vacant and being refurbished with planned completion in mid-2020.   
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The total acquisition cost of the property portfolio is GBP 420m and the contractual rent at year-end is GBP 
26.6m, giving a return of 5.6% on the market value. At year-end total borrowing is GBP 238m, and over the 
year interest payments were GBP 9m, showing an interest cover of 277%.   

Asset management 
On the asset management side, it was a satisfactory and very active year. The vacant space may have 
increased from 97,813 sq ft to 120,856 sq ft, but of this 49,879 sq ft in 76 Hammersmith Road, London, is 
now a development project, and in 1 City Square, Leeds, 45,713 sq ft is being refurbished, leaving 25,264 
sq ft vacant space in a readily lettable condition, equal to 2% of the portfolio. Acero, Sheffield, became fully 
let in May 2019 after being acquired with 45% vacancy 12 months earlier. The vacancy in Bridgewater House, 
Manchester, over the year reduced by 29,145 sq ft to 12%, while rents psf achieved simultaneously in-
creased. On 6 January 2020 Bridgewater became fully let. Over the year the regears and new lettings have 
resulted in a GBP 6.1m increase in value. An early surrender was agreed on one floor in Finsbury Square, 
London. The floor has been refurbished and floor space has increased slightly after infill of the lightwell. The 
floor was let immediately after practical completion, so the property has been revalued by GBP 2.2m.  

In 76 Hammersmith Road, London, the tenant vacated in January 2019, paying GBP 650k in dilapidations. 
The building has been stripped out so that it is no longer lettable while a potential development project is 
ongoing. Because of this, it has been taken out of rating so that no business rates are payable, representing 
an annualised saving of GBP 740k. Permission to extend the 49,879 sq ft office building to 92,000 sq ft office 
is awaiting planning permission in January 2020. The planning of the project is still ongoing, and several 
options being explored, and no final commitment has been made as to which option to pursue.  In Mainpoint, 
Edinburgh, the service charge dispute with one of the tenants was settled in court in favour of the Landlord 
back in 2018, and in 2019 a 3-year lease extension was completed in return for the tenant not having to pay 
the service charge backlog. In Whitehall II, Leeds, the tenants on the second, third and fourth floors have all 
agreed to lease extensions with a GBP 1.4m value increase. In 1 City Square, Leeds, the GBP 8m refurbish-
ment project is ongoing and a third of the way already with strong interest in the refurbished suites. Reval-
uation is only in line with the investment in the building over the year.   Over the year a total of GBP 4.7m 
was invested in the portfolio, and the asset management initiatives resulted in a net positive revaluation of 
the portfolio by GBP 6.2m. 

External valuation of the property portfolio 
In accordance with company policy, the entire portfolio of properties is valued at the end of each quarter by 
an independent valuer appointed by the Company. Savills has carried out an independent valuation of the 
property portfolio and has valued the portfolio at GBP 448.1m at 31 December 2019. 

In the annual report, Management has valued the portfolio at GBP 438.9m.  This results in a variance of 
2.0% compared to the value estimated by the independent valuer. Management’s valuation has been made 
on a going concern basis and builds on a detailed analysis of the individual properties, including an assess-
ment of the state of the properties, their location, current and estimated level of rent, the tenants’ covenant 
strength and offers received for some of the properties.  
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Management commentary 

Risks 
Interest rate risks 
The Company finances its acquisition of properties through floating-rate loans. The loans are repayable within 
2020.  An average interest rate of approx. 3.5% is currently paid. The Company no longer has any active 
interest-rate swap agreements to fix the interest rate. The last two swap agreements expired on 31 December 
2019. 

Currency risks 
Properties owned by the Company are acquired in British pound sterling (GBP), and the operation of proper-
ties is also made in this currency. In order to hedge the currency risk involved in GBP, all borrowing is in 
GBP. At 31 December 2019, loans had a market value of GBP 238m corresponding to approx. 54% of the 
GBP 438.0m book value of properties.  

As the Company’s presentation currency is GBP, financial reporting is not materially affected by fluctuations 
in this currency. However, exchange rate adjustments are made to the Company’s share capital, which is 
recorded in DKK, and to its activities in Denmark, which are insignificant. 

Finance and liquidity risks 
At year-end 2019, shareholder loans totalled GBP 230m with expiry in December 2020. Agreements have 
been entered into with the Company’s credit institution for a GBP 40m credit facility, on which at year-end 
2019 GBP 8m was drawn. It is planned in mid-2020 to extend the shareholder loans. 

Outlook for 2020 

For 2020, Britannia Invest A/S expects to generate a profit of GBP 14.3m from rental activities and a profit 

after tax of GBP 11.8m. Several important regears with existing government tenants are expected to be 

finalised early 2020. Letting up of the newly refurbished space in 1 City Square is expected to contribute 

positively to the fund performance. 

GBP/DKK exchange rate fluctuations will only have a limited effect on the result. Over the past year there 

has been a lot of political uncertainty due to Brexit, which even after the election results is expected to 

continue for some time, but it is not expected to have a material, adverse effect on the future performance 

of the Company. 

Ownership 

The Company has registered the following shareholders as holding more than 5% of the voting rights or 

nominal value of the share capital. 

 Pension funds related to Pensionskassernes Administration A/S, Hellerup, Denmark

 AP Pension, Copenhagen Ø, Denmark and

 Sampension Global Real Estate K/S, Hellerup, Denmark.

Events after the balance sheet date 

Planning permission for extending 76 Hammersmith Road from 49,879 to 92,000 sq ft was obtained on 7 

January 2020. 
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Notes 

Notes 

1. Property costs

2019 2018 
GBP'000 GBP'000 

Management fee 2,415 1,316  

Other property costs from maintenance, etc  3,564 1,868  

5,709  3,184  

2. Administrative expenses

2019 2018 
GBP'000 GBP'000 

Administrative expenses in Denmark 207 182  

Administrative expenses in UK 84  80  

291  262  

2019 

GBP'000 
2018 

GBP'000 

3. Staff costs

Wages and salaries 62  62  

62  62  

Average number of employees 1  1  

Remunera- 
tion of 

Manage- 
ment 
2019 

GBP'000 

Remunera- 
tion of 

Manage- 
ment 
2018 

GBP'000 

Executive Board 62  62  

62  62  

Staff costs are included in administrative expenses. There are no variables in wages and salaries. Total wages 
and salaries relate to Management whose activities have significant effect on the Company’s risk profile. 
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Notes 

2019 
GBP'000 

2018 
GBP'000 

4. Other financial income

Other financial income 40  40  

40  40  

5. Other financial expenses

2019 2018 
GBP'000 GBP'000 

Interest expenses from shareholder loans  7,733  6,109  
Interest expenses from derivative financial instruments 

Interest expenses from external funding 
1,159 

603  
2,592 

337  

Other financial expenses 29 0 

9,524  9,038  

2019 
GBP'000 

2018 
GBP'000 

6. Tax on profit/loss for the year

Current tax 2,100  1,850  

2,100  1,850  

2019 
GBP'000 

2018 
GBP'000 

7. Proposed distribution of profit/loss

Retained earnings 14,855  17,351  

14,855  17,351  
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Notes 

11. Contingent liabilities

All of the Company’s shareholders are liable to pay tax under the Danish Pension Investment Return Tax Act.

As more than 90% of the Company’s assets (measured as an average for the year) were in the form of real

estate, the Company is not liable to taxation in Denmark under the Danish Corporation Tax Act. The tax

liability lies with the individual shareholders.

However, Britannia Invest A/S is jointly and severally liable for tax payable on taxable income from Britannia 
Invest A/S in relation to each of the shareholders.   

12. Assets charged and collateral
The Company has undrawn credit facilities at credit institutions. Bank overdraft withdrawals are secured by
way of properties of a carrying amount of GBP 210.7m in total. 

13. Related parties with controlling interest
Related parties with controlling interest in Britannia Invest A/S:
None.

Related parties with significant influence on Britannia Invest A/S: 
Pension funds related to Pensionskassernes Administration A/S, Hellerup 
AP Pension, Copenhagen Ø 
Sampension Global Real Estate K/S, Hellerup 
The Company’s Management, including the Executive Board and the Board of Directors 

The annual report only discloses transactions between related parties that have not been conducted at arm’s 
length. Such transactions have not been conducted during the financial year. 
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