












  

  

Independent auditors’ report to the 

members of Broadgate REIT Limited 

Report on the audit of the financial statements 

Opinion 

In our opinion: 

● Broadgate REIT Limited’s group financial statements and company financial statements (the “financial statements”) give a true 

and fair view of the state of the group’s and of the company’s affairs as at 31 March 2022 and of the group’s profit and the group’s 

cash flows for the year then ended; 

● the group financial statements have been properly p repared in accordance with International Financial Reporting Standards 

(IFRSs) as issued by the International Accounting Standards Board (IASB); 

● the company financial statements have been properly prepared in accordance with FRS 101 “Reduced Disclosure Framework”; 

and 

● the financial statements have been prepared in accordance with the requirements of the Companies (Jersey) Law 1991. 

We have audited the financial statements, included within the Annual Report and Consolidated Financial Statements (the “Annual 

Report”), which comprise: the Consolidated and company Statements of Financial Position as at 31 March 2022; the Consolidated 

Income Statement and the Consolidated Statement of Comprehensive Income, the Consolidated and company Statements of 

Changes in Equity, and the Consolidated Statement of Cash Flows for the year then ended; and the notes to the financial statements, 

which include a description of the significant accounting policies. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our 

responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section 

of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our o pinion. 

Independence 
We remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the financial 

statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance 

with these requirements. 

Our audit approach 

Overview 
Audit scope 

● We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial 

statements as a whole. The group financial statements are prepared on a consolidated basis, and the audit team carries out an 

audit over the consolidated group balances in support of the group audit opinion. 

Key audit matters 

● Valuation of investment and development properties (group) 

● Taxation (group) 

Materiality 



  

  

● Overall group materiality: £50,020,000 (2021: £47,740,000) based on 1% of total assets. 

● Overall company materiality: £32,558,000 (2021: £34,640,000) based on 1% of total assets. 

● Performance materiality: £37,515,000 (2021: £35,055,000) (group) and £24,419,000 (2021: £25,980,000) (company). 

The scope of our audit 
As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements. 

Key audit matters 
Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in th e audit of the 

financial statements of the current period and include the most significant assessed risks of material misstatement (whether or not 

due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of 

resources in the audit; and directing the efforts of the engagement team. These matters, and any comments we make on the 

results of our procedures thereon, were addressed in the context of our audit of the financial statements as a whole, and in forming 

our opinion thereon, and we do not provide a separate opinion on these matters. 

This is not a complete list of all risks identified by our audit. 

Valuation of investments is a new key audit matter this year. Covid-19, which was a key audit matter last year, is no longer 

included because of the limited impact it has had on the group and company’s business and operations. Otherwise, the key audit 

matters below are consistent with last year. 

Key audit matter How our audit addressed the key audit matter 

Valuation of investment and development properties (group)   

Refer to Notes to the financial statements – Note 2 
(Accounting policies), Note 3 (Critical accounting judgement 
and key sources of estimation uncertainty) and Note 9 

(Investment properties). The group’s investment property 
portfolio includes mainly offices and some retail properties in 

London. The total property portfolio valuation for the group 
was £4,829 million as at 31 March 2022 (2021: £4,501 

million). 

The valuations were carried out by third party valuers 
Cushman & Wakefield (the “Valuers”). The Valuers were 

engaged by the directors and performed their work in 
accordance with the Royal Institute of Chartered Surveyors 

(“RICS”) Valuation – Professional Standards and the 
requirements of International Accounting Standard 40 

‘Investment Property’. 

 In determining the valuation of a property, the Valuers take 
into account property-specific information such as the current 

tenancy agreements and rental income. They apply 
assumptions for yields and estimated market rent, which are 

influenced by prevailing market yields and comparable 
market transactions, to arrive at the final valuation. For 

developments, the residual appraisal method is used, by 
estimating the fair value of the completed project using a 

capitalisation method less estimated costs to completion and 
a risk premium.  

The valuation of the group’s property portfolio was identified 
as a key audit matter given the valuation is inherently 
subjective due to, among other factors, the individual nature 

of each property, its location and the expected future rental 
streams for that particular property. The significance of the 

estimates and judgements involved, coupled with the fact that 
only a small percentage difference in individual property 

valuations, when aggregated, could result in a material 
misstatement, warranted specific audit focus in this area. 

Given the inherent subjectivity involved in the valuation of the 
property portfolio, and therefore the need for deep market 
knowledge when determining the most appropriate 

assumptions and the technicalities of valuation methodology, 
we engaged our internal valuation experts (qualified chartered 

surveyors) to assist us in our audit of this area.  

 

Assessing the Valuers’ expertise and objectivity 

We assessed the Valuers’ qualifications and expertise and 
read their terms of engagement with the group to determine 

whether there were any matters that might have affected their 
objectivity or may have imposed scope limitations upon their 

work. We also considered fees and other contractual 
arrangements that might exist between the group and the 

Valuers. We found no evidence to suggest that the objectivity 
of the Valuers was compromised.  

 

Assumptions and estimates used by the Valuers 

We read the valuation reports for all the properties and 
confirmed that the valuation approach for each was in 
accordance with RICS standards. We obtained details of each 

property held by the group and set an expected range for yield 
and capital value movement, determined by reference to 

published benchmarks and using our experience and 
knowledge of the market. We compared the investment yields 

used by the Valuers with the range of expected yields and the 
year on year capital movement to our expected range. We also 

considered the reasonableness of other assumptions that were 
not so readily comparable with published benchmarks, such as 

estimated rental value. For developments valued using the 
residual valuation method, we obtained the development 

appraisal and assessed the reasonableness of the valuers’ key 
assumptions. This included comparing the yield to comparable 

market benchmarks, comparing the costs to complete 
estimates to development plans and contracts, and 

considering the reasonableness of other assumptions that are 
not so readily comparable with published benchmarks, such as 

estimated rental value and developers’ profit. 



  

  

We spoke with the Valuers to discuss and challenge their 
approach to the valuations, the key assumptions and their 

rationale behind the more significant valuation movements 
during the year. Where assumptions were outside the 

expected range or showed unexpected movements based on 
our knowledge, we undertook further investigations, held 

further discussions with the Valuers and obtained evidence to 
support explanations received. The valuation commentaries 

provided by the Valuers and supporting evidence, enabled us 
to consider the property specific factors that may have had an 

impact on value, including recent comparable transactions 
where appropriate. We observed that alternative assumptions 

had been considered and evaluated by management and the 
Valuers, before determining the final valuation. We concluded 

that the assumptions used in the valuations were supportable 
in light of available and comparable market evidence.  

 

Information and standing data 

We performed testing on the standing data in the group’s 
information systems concerning the valuation process. We 
carried out procedures, on a sample basis, to satisfy ourselves 

of the accuracy of the property information supplied to the 
Valuers by management. For operating properties, we agreed 

tenancy information to supporting evidence on a sample basis. 
For developments, we confirmed that the supporting 

information for construction contracts and budgets, which was 
supplied to the Valuers was also consistent with the group’s 

records for example by inspecting original construction 
contracts. For developments, capitalised expenditure was 

tested on a sample basis to invoices, and budgeted costs to 
complete compared with supporting evidence. We agreed the 

amounts per the valuation reports to the accounting records 
and the financial statements.  

We have no issues to report in respect of this work. 

Taxation (group)   

Refer to the Notes to the financial statements - Note 3 
(Critical accounting judgements and key sources of 
estimation uncertainty) and Note 8 (Taxation).The REIT 

regime grants companies tax exempt status provided the 
REIT meets the rules within the regime. The rules are 

complex and the tax exempt status has a significant impact 
on the financial statements. The complexity of the rules 

creates a risk of an inadvertent breach and the group’s profit 
becoming subject to tax. The group’s status as a REIT 

underpins its business model and shareholder returns. For 
this reason, it warrants special audit focus. The obligations of 

the REIT regime include requirements to comply with balance 
of business, dividend and income cover tests. 

We confirmed our understanding of management’s approach 
to ensuring compliance with the REIT regime rules and we 
involved our internal taxation specialists to verify the accuracy 

of the application of the rules. We obtained management’s 
calculations and supporting documentation, verified the inputs 

to their calculations and re-performed the group’s annual REIT 
compliance tests. We used our knowledge of tax 

circumstances and, by reading relevant correspondence 
between the group and Her Majesty’s Revenue & Customs 

and the group’s external tax advisors, we are satisfied that the 
assumptions and judgements used by the group in determining 

the tax provisions are reasonable. We have no issues to report 
in respect of this work. 

Valuation of Investments in subsidiaries (company)   

Refer to the Notes to the financial statements – Note 10 
(Investments). The company has investments in subsidiaries 
of £2,004 million (2021: £2,004 million).  

The Company’s accounting policy for investments is to hold 
them at the lower of cost less any impairment and the 
underlying net asset value of the investment. Impairment of 

the loans is calculated in accordance with IFRS 9, where 
expected credit losses are considered to be the excess of the 

Company’s interest in a subsidiary over the subsidiary’s fair 
value. Investments in subsidiaries are assessed for 

impairment in line with IAS 36.  

Given the inherent judgement and complexity in assessing 
both the carrying value of a subsidiary, this was identified as 

a key audit matter. 

The primary determinant and key judgement within the fair 
value of each subsidiary is the value of the investment 

property held by each investee. As such it was over this area 
that we applied the most focus and audit effort. 

 

We obtained the Directors’ impairment assessment for the 
recoverability of investments and loans held in subsidiaries as 
at 31 March 2022.  

We assessed the accounting policy for investments in 
subsidiaries to ensure they were compliant with FRS 101 
“Reduced Disclosure Framework”. We verified that the 

methodology used by the Directors in arriving at the carrying 
value of each subsidiary, was compliant with FRS 101.  

We identified the key judgement within the requirement for 
impairment of the investments in subsidiaries to be the 
underlying valuation of investment property held by the 

subsidiaries. For details of our procedures over investment 
property valuations please refer to the related Group key audit 

matter above.  

We have no issues to report in respect of this work. 

 



  

  

 

 

  

How we tailored the audit scope 
We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements 

as a whole, taking into account the structure of the group and the company, the accounting processes and controls, and the industry 

in which they operate. 

The group's properties are spread across a number of subsidiaries with the group financial statements being a consolidation of these 

entities. All of the work was carried out by the group audit team to ensure sufficient coverage and appropriate audit evidence for our 

opinion on the group financial statements as a whole. 

Materiality 
The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These, 

together with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit 

procedures on the individual financial statement line items and disclosures and in evaluating the effect of misstatements, both 

individually and in aggregate on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows: 

  Financial statements - group Financial statements - company 

Overall 
materiality 

£50,020,000 (2021: £47,740,000). £32,558,000 (2021: £34,640,000). 

How we 
determined it 

1% of total assets 1% of total assets 

Rationale for 
benchmark 
applied 

A key determinant of the group’s value is direct property 
investments. Due to this, the key area of focus in the audit 
is the valuation of investment and development properties. 

On this basis, and consistent with the prior year, we set an 
overall group materiality level based on total assets. 

The company’s main activity is the 
investment in subsidiaries. Given this, 
and consistent with the prior year, we 

set an overall company materiality level 
based on total assets. 

  

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and 
undetected misstatements exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our 

audit and the nature and extent of our testing of account balances, classes of transactions and disclosures, for example in 

determining sample sizes. Our performance materiality was 75% (2021: 75%) of overall materiality, amounting to £37,515,000 (2021: 

£35,055,000) for the group financial statements and £24,419,000 (2021: £25,980,000) for the company financial statements. 

In determining the performance materiality, we considered a number of factors - the history of misstatements, risk assessment and 

aggregation risk and the effectiveness of controls - and concluded that an amount at the upper end of our normal range was 

appropriate. 

We agreed with those charged with governance that we would report to them misstatements identified during our audit above 

£2,501,000 (group audit) (2021: £2,337,000) and £1,627,000 (company audit) (2021: £1,732,000) as well as misstatements below 

those amounts that, in our view, warranted reporting for qualitative reasons. 

Conclusions relating to going concern 

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, 

individually or collectively, may cast significant doubt on the group's and the company’s ability to continue as a going concern for a 

period of at least twelve months from when the financial statements are authorised for issue. 

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the 

preparation of the financial statements is appropriate. 

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the group's and the 

company's ability to continue as a going concern. 



  

  

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of 

this report. 

Reporting on other information 

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ 

report thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the 

other information and, accordingly, we do not express an audit opinion or any form of assurance thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider 

whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or 

otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are 

required to perform procedures to conclude whether there is a material misstatement of the financial statements or a material  

misstatement of the other information. If, based on the work we have performed, we conclude that there is a material misstatement 

of this other information, we are required to report that fact. We have nothing to report based on these responsibilities.  

Directors' Report 
In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors' Report for the year 

ended 31 March 2022 is consistent with the financial statements and has been prepared in accordance with applicable legal 

requirements. 

In light of the knowledge and understanding of the group and company and their environment obtained in the course of the audi t, we 

did not identify any material misstatements in the Directors' Report. 

Responsibilities for the financial statements and the audit 

Responsibilities of the directors for the financial statements 
As explained more fully in the Statement of directors' responsibilities, the directors are responsible for the preparation of the financial 

statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are 

also responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are 

free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the directors are responsible for assessing the group’s and the company’s ability to c ontinue 

as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 

unless the directors either intend to liquidate the group or the company or to cease operations, or have no realistic alternative but to 

do so. 

Auditors’ responsibilities for the audit of the financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 

misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a 

high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material i f, individually or in the 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 

statements. 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our 

responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our 

procedures are capable of detecting irregularities, including fraud, is detailed below. 

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws and 

regulations related to compliance with the Real Estate Investment Trust (REIT) status section 1158 of the Corporation Tax Act 2010 

and the Jersey Financial Services Commission, and we considered the extent to which non-compliance might have a material effect 

on the financial statements. We also considered those laws and regulations that have a direct impact on the financial statements 

such as Companies (Jersey) Law 1991. We evaluated management’s incentives and opportunities for fraudulent manipulation of the 

financial statements (including the risk of override of controls), and determined that the principal risks were related to posting 

inappropriate journal entries to increase revenue, management bias in accounting estimates and judgemental areas of the financial 

statements such as the valuation of investment and development properties (see related key audit matters). Audit procedures 

performed by the engagement team included: 



  

  

● Discussions with management and internal audit, including consideration of known or suspected instances of non-compliance 

with laws and regulations and fraud, and review of the reports made by management and internal audit 

● Understanding of management’s internal controls designed to prevent and detect irregularities 

● Reviewing the group’s and company's litigation register in so far as it related to non-compliance with laws and regulations and 

fraud 

● Reviewing relevant meeting minutes, including those of the Risk Committee and the Audit Committee 

● Review of tax compliance with the involvement of our tax specialists in the audit 

● Designing audit procedures to incorporate unpredictability around the nature, timing or extent of our testing of expenses 

● Challenging assumptions and judgements made by management in their significant areas of estimation; 

● Identifying and testing journal entries, in particular any journal entries posted with unusual account combinations, posted by 

unexpected users and posted on unexpected days. 

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-

compliance with laws and regulations that are not closely related to events and transactions reflected in the financial statements. 

Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting f rom error, 

as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion. 

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing 

techniques. However, it typically involves selecting a limited number of items for testing, rather than testing complete populations. 

We will often seek to target particular items for testing based on their size or risk characteristics. In other cases, we will use audit 

sampling to enable us to draw a conclusion about the population from which the sample is selected. 

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at: 

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report. In our engagement letter, we also agreed 

to describe our audit approach, including communicating key audit matters. 

Use of this report 
This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with Article 

113A of the Companies (Jersey) Law 1991  and for no other purpose. We do not, in giving these opinions, accept or assume 

responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where 

expressly agreed by our prior consent in writing. 

Other required reporting 

Companies (Jersey) Law 1991 exception reporting 

Under the Companies (Jersey) Law 1991 we are required to report to you if, in our opinion: 

● we have not obtained all the information and explanations we require for our audit; or  

● proper accounting records have not been kept by the company, or proper returns adequate for our audit have not been received 

from branches not visited by us; or 

● the company financial statements are not in agreement with the accounting records and returns. 

We have no exceptions to report arising from this responsibility. 

  

Sandra Dowling  

for and on behalf of PricewaterhouseCoopers LLP 

Chartered Accountants 

London 

17 May 2022 
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