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Strategic Rapon for the 52 weeks ended 1 January 2017

The Directors present thelr Strategic Report for the 52 waeks ended 1 January 2017 (2015: 53 weeks ended 3 January 2016).

Introduction )

Qur principal objective in growing our business Is to maximise value for our sharsholders by developing an enlarged estate of
restaurants across the UK which will generats stable, predictable profits and cashflow growth. We seek to achleve this by
maintaining a steady and manageable rate of new openings, while still focusing strongly on the day to day performance of our
existing operations and brands.

The Dirsctors believe that our emphasis on providing quality dishes at affordable prices, in attraclive and comfortable surroundings
means that the buslness Is wall- posltloned to achleve further growth. Our strong internal cash generation means that going
forward we wiil be able to fund expansion each year without recourse to externa! financing.

JIn additlon to the quallty of the food and drink we sarve, we recognise that ane of the most Important aspects of our business is
the interface betwaen staff and our guests and we therefore take steps to ensure that guest service lavels are high. To this end,
wae are committed to providing ongoing tralning and development to all levels of staff in the Prezzo Training Academy. {n addition,
we continue to monitor customer fesdback.

Key performance lndlcators

The key performance indicators ("KPIs") used by management to monltor and measure performance are as follows:

- Coprmmy .

- Total revenue growth (%);

- Gross profit margin (%);

- Return on investment (%);

- Adjusted operating profit growth and margin (%); and
- Number of new restaurants opened.

Each KP] is monitored by the Executlve Managament Team agalnst budgst and lorecasts for the current period, and against
performance In the comparable perlod.

In, addition, we also use a number of non-financlal KPIs to measure our progress and success in other areas of the business. For
example, we monltor staff turnover at all levels in the business in order to assess the success of our amployee .engagement

" Iniffatives and we monitor guest Téedback collected thidugh a ndmber of channels, both Intérally and externally to’ ensiire thiat we'
are doing all we can to promote guest satisfaction.” .

Business review

We have continued to Increase the representation of both aur new and established brands across the UK during the 52 week
period to 1 January 2017 via a continued programme of organic openings. At 1 January 2017 there were 294 restaurants (53
weeks ended 3 January 2016: 276) In the estate.

For the 52 weeks ended 1 January 2017, revenue increased 2.2% to £218.6m (53 weeks ended 3 January 2016: £213.8m) and
adjusted prafit befors tax (see note 8) remalned consistent with the prior period at £23.0m (53 weeks endaed 3 January 2016:
£23.1m). .

Gross (or restaurant) profit remainad fiat at £34.7m (53 weeks ended 3 January 2016: £35.2m) and gross profit margln decreasing
slightly to 15.9% (53 weseks ended 3 January 2016: 16.5%), reflecting strong new openings and diligent control of restaurant costs.

Operating profit excluding non-trading ltems was flat at £23.2m (53 weeks ended 3 January 2016: £23.2m) reflecting diligent
control of costs, reulung in an operating profit margin (excluding non-trading items) of 10.6% (53 weeks ended 3 January 2016:

10.8%). - —erm

The Group routinely raviews the casual dining market and wider economic environment, Including ragulatory and input cost
inflation, and the ongoing profitability of our core restaurants. Consequently, the Graup completed an estats review resulting in the
decision to dispose. of a numbear of uneconomic restaurants. This process has led to an impairment of tanglble fixed assets of
£12.8m (2015: £3.5m),

Principal risks and uncertalntles

The Board of Directors (the "Board") has the principal responsibliity for identifying the principal risks which the business faces and
for developing appropriate palicies to manage those risks.

The following are judged to be the principal risks affecting the Company's oparations, but it should be noted that this is not an
exhaustive list and the Company has policles and procedures in place to address other areas of risk facing the business.

UK macro-economy and competition in the UK casual dining market
Wae anticipate that the casual dining market will cantinue to be a growth sector, aftracting cantinued investment and
will therefore become Increasingly competitive. The strength of the UK economy is correlated to consumer
discretionary spend and we are mindful that there may be unforeseen consequences of the BREXIT vote on the UK
economy.

4 .




This strategic report-was approved by the Board on 29 September 2017. g - N

Prezzo Limited

wvia b s oy Eg 0 v B e o

Strateglc Report for the §1 weeks ended 1 January 2017 (contlnued)

Prlnclpal risks and uncertaintles (continued)

UK macro-economy and competltlon In the UK casual dining market (continved)
The disposable income of customers and thelr lelsure activity are affected by changes in the general economic
environment and we expect this to become more challenging as real Incomes fall. The Group regularly reviews its .
product offering and engages with customers to ensure it provides a value for money offering and meets customer

needs.

Market and regulatory cost pressure

The Introduction of the UK Natlonal Living Waga from April 2016 and the impact of changes In business rates from
April 2017 were the latest in a series of regulatory driven cost Increases. We have sought to mitigate these
Incremental cost through increased tocus on labour productlwty and supply chalin efficiencies.

Employee recruitment and relentlon
We regularly review our employment policles and benchmark remuneration against the market. We are also
committed to providing high quality training and development programmes.

Quality control and health & safety

We have a comprehensive systam of policles and procedures in place to ensure compliance with all relevant
legislation. and best practice, with a dedlcated Health and Safety team who ensure that the highest standards are
maintained.

Reputation

We aim to deliver to the highest standards of guest experience and recognise that this encompasses not only
providing quality food and drinks In attractive surroundings, but efficient and attentive service. We continue 1o invest in
our dedicated guest services team and infrastructure, monltoring customer service levals across all our restaurants
with the aspiratlon to drive continuous Improvement.

Supply chain
Dus to the nature of our business, we have a dedlcated teamn of foad techniclan and supply chain professlonals. who .
monitor suppller performance agalnst service level agreesments.

Future developments

It Is our expectation that casual dining will continue to be a growth sactor In the UK and Hepubllc of Ireland aconomles, contmumg
to attractincreasing levels of investment and competitiveness:- -+~ -+ - = s e see e e ewe

However, the casual dining market is currently facing a turbulent time” as consumer, competitive and economic headwinds
intensify. .

“

During 2017 the seclor has witnessed declining consumer .visit frequencies, rising cost pressures and in some locations over i
expanslon. These factors are creating a downward prassure on prafit margins due to intensified competition, discounting and
increased operating costs from the national llvipg wage, apprenticeship levy, business rates and input inflation.

The Group is currently facing all these challenges and Is working hard to grow sales through an improved customer journey, value
for maney proposition and new customer channels: R

In recognition of the challenging outlook the Group has undertaken as estate review which has resulted in the active marketing of
a number of uneconomic restaurants and reduced the number of planned new openings ta 8 in 2017.

The short-medium outlook for the casual dining market for restaurants is expected to be challenging, but brands relsvant to the ;
consumer will continue to outperform. The focus for the Group is to imprave its current brand positioning and we ars encouraged
by the early response to our new ‘look and feel’ Prezzo restaurants.

By Order of the Board

.
Y R

Jon Hendry Pickup
Director
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Report of the Dlreciors for the 52 weeks ended 1 January 2017

The Directors prasent their report together with the audited nnanclal statements for the 62 weeks ended 1 January 2017 (2015: 83
weeks ended 3 January 2016). ; ‘
Princlpal actlvities

The Company's principal activity Is the operatlon of restaurants positioned In the smart but affordable segmant of the UK casual
dining market.
Results and dividends

Tha Statement of Comprehensive Income shows the proﬂt for the financial penod of £3.8m {53 weeks ended 3 January 20186:
£17.0m).

The diractors do not recommend the payment of a dividend (53 weeks ended 3 January 2016: £20.0m).

Directors . »
The directors of the Company during the psriod and up to the date of signing the financlal statements were:

Kuldip Sehml (resigned 4 August 2017)

Mehdi Gashi (resigned 31 March 2016)

Alan Miltar (resigned 5 December 2016)

Jon Hendry Pickup {appointad 5 December 2016)
Wayne Arthur . | .{appointed27 September 2017) v

Stephen Holloway . {appointed 2 August 2016) (resigned 15 September 2017)

Detalls of directors' transaction during the period are disclosed in note 7 to the financial statements.

Flnanclal Instruments

.The Company does not trade In derlvative-based financial instruments and during the period tha Company was exposed to Interest

rate risk only in so far as changes in base rates affect the amount of Interest It eamed on its financlal assets. Further information
on financlal instruments and the risks facing the business is contained in note 28 to the flnanclal statements.

On 24 February 2015, the Company entered Into a cross guarantee for a bank facility In the name of Papa Midco Limited an
Intermediate parent undertaking, for a total of £155m of which £130m is currently drawn down by Prezzo Holdings Limited, the

immediate parent of the Company. Of the undrawn £25m Revolving Credit Facility {"RCF"), €£10m is currently asslgned tothe

Compdny. Tha rémdining ET15m Is durrently dssigriéd to'Piezzo "Holdings Limited, the Company's imimediate parent.
Employee engagement

People are at the heart of everything we do, with passion and attention focused on giving our guests the bast possible experience,
wae believe that the same should apply to our staff. We nurture talent and reward excellence at wark every step of the way.

Applications from disabled persons are given full consideration providing the disabliity does not seriously affect the performance of
thelr duties. Such persons, once employed, are given appropriate training and equal opportunities. Continued employmant and
retraining is avallable to any employee whao becomes disabled whilst employed by the Group.

The Group takes a positive view of employee communication and has established systems for keeping employees informed of
developments and also for regular consultation.

Going concem

The Directors have reviewed the cash flow forecasts of the Group for the 12 months from the date of approval of these financial
statements and consider that.there is sufficient cash.and. borrowing.facilities to mest its liabllities as they fall due for the
foresesable future. The Directors recognise that the trading environment will prove challenging and whilst the Group Is
expected to malntain a strong liquidity pasition, covenant headrcom has deteriorated and is likely to remain under pressurs for
the next 12 manths, although the Group's sensitised cash flow forecasts do not indicate a covenant breach.

In making thair assessment of going concerﬁ. the Directors have taken Into account forecast trading cash fiows and covenant
compliance under the bank tacllities. Taking these factors into account, the Directors belleve it Is appropriate to prepare the
financlal statements on a going concern basis.

Directors’ indemnity

Qualltying third party indemnity provisions as defined by the Companles Act 2006 were In force for the bensfit of Directors
throughout the period and up to the date of approval of the flnancial statements.

P -
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Report of the Directors for the 52 weeks ended 1 January 2017 (contlnued)

Statement of dlrectors' responsibilities . .

.
.

The directors are responsible for preparing the Annual Report and the Financlal Statements in accordance with appllcable law and
regulatlon

Company law requires the directors to prepare financial statements for each financial 52 week perlod. Under that law the directors
havs prepared the financial statements in accordance with International Financlal Reporiing Standards ("IFRSs") as adopted by
the European Union. Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and falr view of the state of affalrs of the company and of the profit or loss of the company for that period. In
preparing the financlal statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

« state whether applicable IFRSs as adopted by the European Union have besn followed, subject to any material departures
disclosed and explained in the financial statements;

« make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the golng concern basis unless it is inappropriate to presume that the company will
continue in business.

The directors are responsible for kesplng adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy af any time the financial posttion of the company and enable them to ensure
that the flnancnal statements comply wlth the Companles Act 2006.

“E g gy e

The directors are also rasponsible for safeguarding the assets of tha company and hence for taking reasonable steps for the
prevennon and datection of fraud and other Irregularities.

Statement of disclosure of Information to the auditors

in accordance with Section 418 of the Companies Act 2006, each director In office at the date of the Report of the Directors is
approved, confirms that:

@

(a) so far as the director Is aware, thera is no relevant audit information of which the company's auditors are unawars; and

(b) he has taken all steps that he ought to have taken as a Director in order to make himself aware of any relevant audit
mformatlon and to establish the the company s aud tors are aware of that mformatlon

s we e . . B L T TR

e e B

Independent audltors

The Directors are not aware of any relavant audit Information of which the auditors are unaware.

The independent auditors, PricewaterhouseCoopers LLP, have indicated thelr willingness to continue in offica and a resolution to
re-appoint them will be proposed at the annual general mesting.

This Report 6f the Dirsctars was approved by the Board on 28 September 2017.

By order of the Board

Jon Hendry Pickup
Director
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Independent auditors’ report to the members of Prezzo Limited
rt on the finanel a
Our opinion
In our opinion, Prezzo Limited's financial statements (the “financial statements"):

» givea true and fair view of the state of the Company's affairs as at 1 January 2017 and of its profit and cash flows for the 52
week pericd (the "period") then ended;

* have been properly prepared in accordance with Intemationa! Financial Reporting Standards ("IFRSs") as adopted by the
European Union; and

- have been prepared in accordance with the requiregn'ents of the Companies Act 2006.

What we have audited

. The financial statements included in the Annual Report and Financial Statements (the "Annual Report”) comprise:

« the Statement of Financial Position as at 1 January 2017

« the Statement of Comprehensive Income for the period then ended; e "

- the Statement of Cash Flows for the period then ended; .

- the ‘Statement of Changes in Equity for the period then ended and .

* the notes to the financial statements, which include a summary of significant accounting policies and other explanatory
information.

.

The financial reporting framework that has been applied in‘the preparation of the financial statements is IFHSs as adopted by the
European Union and applicable law.

In applying the financial reporting framework, the Directors have made a number of subjective judgements, for example in réspect
of significant accounting estimates. In makirig such estimates, they have made assumptions and considered future evants.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

< the information given in the Strategic Report and the Report of the Dlrectors lor the financial penod for which the financial
statements are prepared is consistent with the financial statements; and..
« the Strategic Report and the Report of the Directors have been prepared in accordance with appllcable legal requlrements

In addition, in light of the knowledge and pnderstanding of the company and its environment obtained in the course of the audit,
we are required to report if we have identified any material misstatements in the Strategic Report and the Report of the Dirgctors.
We have nothing to report in this respect.

Other matters on which we are required to report by exception
Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are require to reﬁort to you if, in our opinion:

*  we have not received all the information and explanations we require for our audit; or
- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not

visited by us; or
* the-financial statements are not in agreement with the accounting-records and retums.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors' remunaration
specified by law are not made. We have no exceptions to report arising from this respansibility.
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Independent auditors’ Fepom the members of Prezzo Limited (continued)

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors’ responsibilities set out on page 7, the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and-fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Irefand) ‘("ISAs (UK and Ireland"). Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the parent company's members, as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume respansibility for any ather purpose or to any ather person to who this report is shown or into whose hands it may come

save where expressly agreed by our prior consent in writing.

What an audit of financlal statements invoives

We conducted our audit in accordance with ISAs (UK and Ireland). An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused be fraud or error. Thin includes an assessment of:

* whether the accounting policies are appropriate to the company's circumstances and have been consistently applied and
adequately disclosed;

* the reasonableness of significant accounting estimates made by the directors; and

* the overall presentation of the financial statements. *

.

We primarily focus our work in these areas by assessing directors’ judgements against available evidence, forming our own
judgements, and evaluating the disclosures in the financial statements.

* We test and examine information using sampling and other auditing techniques, to the extent we consider necessary to provide a
reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of controls, substantive
procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify material inconsistencies with the
_ audited financial statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report. With respect to the Strategic Report and
Report of the Directors, we consider whether those reports include the disclosures required by applicable legal requirements.

’Z;”/

" 1an Dudley (Senior Statulory Auditor)
For and on behalf of PricewaterhouseCaopers LLP

Chartered Accountants and Statutory Auditors
Gatwick ‘
29 September 2017

. ¢ —
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Statement of Comprehénslve Income for the 52 weeks ended 1 January 2017

Restated"

52 weeks ended 53 weeks ended
1 January 3 January
2017 2016
L £000 £000
Notes
Revenue 4 218,618 213,812
Cost of sales 5 (183,844) (178,638)
Gross profit 34,674 - 35,174
Administration costs (29,410) {13,389)
Operating profit exciuding non-trading ltems 23,156 23,180
Non-trading items T8 (17,882) (1,405)
Operating profit g 5,264 " 21785
Finance Income 15 50
Finance expense 10 (180) (120)
Proflt before taxation 5,089 21,715
Income tax expense 11 (1,275) (4,713)
Profit and total comprehensive income
for the financlal perlod attributable to
owners of the parent 3,824 17,002

P PO v . CECEE
.

*The prior pericd cost of sales and administration cost figures have been restated, see note 5 for further details.

S

10

‘The notes on pages 14 to 28 are an integral part of these financlal statements
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Balance as at 28 December 2014

_Profit and total comprehensive income for .
the period (restated)

Dividend paid

Share-based payments - credit to equity
for the pericd

Transfer in respect of aptions exercised

Issue of new ordinary shares

Balance as at 3 January 2016

Profit and total éér}fbreﬁénélvé income for
the period

Balance as at 1 January 2017

A

E

Statement of Changes In Equity for the 52 weeks ended 1 January 2017

Retained

Share Share Capital Share To{al
Capital  Premium Redsmption Option Esarnings . Equity
Account Reserve Reserve .

£'000 £'000 . £'000 £'000 £000 £'000

11,744 23,399 168 1,178 84,782 121,271
- - - - 17,002 17,002
- - - - (20,000)  (20,000)
- - - 694 - 694
- T - (1,872 1,872 -

253 3,784 - - - 4,037

11,897 27,183 168 - 83,656 123,004
s . - - 3,824 3,824

11,997 27,183 168 - 87,480 126,828

The notes on pages 14 to 28 are an'integral part of these financial statements

11
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Statement of Financlal Position as at 1 January 2017

Non-current assets
Intangibles

Property, plant and equipment
Prepaid operating leases

Current assets

Inventories

Prepaid opsrating leases
Trade and other receivables
Cash and cash equivalents

Total assets

R T .

Current liabllitles

Trads and other payables
Current tax liabilities
Provisions

Non-current {labllities
Accruals
Deferred tax liabllities

Total liabllities

Nétassets "~ " °

Equity

Share capital

Share premium accournit
Capital redemptlon reserve
Share option reserve
Retained earnings

Total equity attributable to owners of the parent

Notes

13

15

16

17

18

19

18
20

21

As at

1 January
2017
£'000

1,218
115,926
4,881

122,025

5,409
6,068
30,506
10,983

52,966
174,991
(31,474)

(107)

(3,277)

(34,858)

(9,334)
(3,971)

(13,305)
(48,163)
*revc 0 ~126,828

11,997
27,183

168
87,480

126,828

As at
3 January
2016
' £'000

1,218
121,006
5,227

127,451

5,840
5,684
29,407
12,443

53,354
180,805

(41,345)
(2,959)

(44,304)

(8,658)
(4,839)

(13,497)

(57,801)

© 123,004

11,997
27,183
168

83,656

123,004

The financial statements on pages 10 to 28 were authorised for issue on 29 September 2017 by the Board of Directors and

signed by their o .

v <o
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Statement of Cash Flows for the 52 weeks ended 1 January 2017

2

Cash flows from operating activities
Net cash Inflow from opsrating activities
Income tax pald

Net cash Inflow from operating actlvities

-

Cash flows from Investing actlvities

Finance income

Paymaents to acquire property, plant and equipment
Proceeds from sale of proparty, plant and equipment

Net cash (outﬂow)llnﬂow from Investing acﬂvltles

bt 2

Cash flows from ﬂnanclng activitles
Finance expense

. Issue of new ordinary shares
Equity dividend pald

Net cash (outflow) from financing actlvitles

Net (decreass) In cash and cash equivalents
Cash and cash equivalents as at 4 January 2016

Cash and cash equivalents as at 1 January 2017

Notes

21

52 weeks ended

1 January
. 2017
£'000:

19,800
(1,326)

18,483

.15
(20,678)

675

(19,088)

(@s)

(45)

(1,550)
12,443

10,983

The notes on pages 14 to 28 are an integral par of these financlal statements

13

53 weeks ended -

3 January
2016
£'000

43,872

(3,235)

10,837

50
(26,778)
29,827

3,099
(120)

4,037
(20,000)

(16,083)

(2,347)

14,790

- 12,443

rm— = e
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Notes forming part of the.financlal statements for the 52 weeks ended 1 January 2017 p——

1 General Information

Prezzo Limited s a limited company domiciled and Incorporated in the United Kingdom. The Company's reglstersd office is
Johnston House, 8 Johnston Road, Woodford Green, Essex |G8 OXA.

The Company operates .restaurants within the UK casual dining market, principally under the Prezzo and Chimichanga

brands.
\

Accounting policles
(a) Statement of compllance

The financial statements have been prepared In accordance with Internatlonal Financial Reporting Standards ("IFRSs") and
IFRS Interpretations Committee ("IFRS-IC") interpretations adopted by the European Unlon and in accordance with the
Companles Act 2006 as apglicable to companles reporting under IFRS.

(b) Basls of preparation

The financlal statements have been prepared on a going concem basis, under the historical cost convention. The financlal
statements are presented in pounds sterling and rounded to the nearest thousand pounds. The principal accounting policias,

-which have bean-appiied consistently throughaout the period, are set out below.

The Company Is a wholly ownsd subsidiary of Papa Midco Limited and its ultimate parent, Papa Topco Limited. it is included
In the consolidated financial statements of Papa Midco Limited and Papa Topco Limitad which are publically available.
Thersfore the Company Is exempt by virtue of section 400 of the Companles Act 2006 from the requirement to prepare
consolidated financla! statements. The address of the ultimate parent’s registered office is Johnston House, 8 Johnston Road,
Woaodford Green, Essex, IG8 0XA. -

Golng concern

The Directors have reviewed the cash flow forecasts of the Group for the 12 months from the date of approval of these
financlal statemsnts and consider that there Is sufficient cash and barrowing facliities to meet its lfabllities as they fall dus for
the foreseeable future. The Directors recognise that the trading environment will prove challenging and whilst the Group is

expected lo malntain a strong liquidity position, covenant headroom has deteriorated and Is likely to remain under pressure for

the next 12 months, although the Group's sensitised cash flow farecasts do not Indicate a covenant breach.
In making their assessment af going concern, the Directors have taken into account forecast trading cash flows and covenant
compliance under the bank facilities. Taking these factors Into account, the Directors belleve It is appropriate to prepare the
financial statements on a going concern basis. .

(c)‘ impact of standards and Interpretations on the financlal period

The following new and revised Standards and Interpretations have been adopted in the current period. Their adoption has not-

had a materlal impact on the amounts reported In the financial statements.

Amendment to IFRS 11 ‘Jaint arrangements on acquisition of an interest in a joint operation’.
Amendment to IAS 16 ‘Property, Plant and Equipment' and IAS 38 ‘Intangible Assaets'. -
Amendment to IFRS 10 ‘Consolidated financial statements’ and IAS 28 ‘Investments In associates and joint ventures’ .

(d) Impact of standards and interpretations In Issue but not yet etfactive

A number of néw’standards, amendments to standards and Interpretations ara not yet effactive for theé year ended 1 January
2017, and have not been applied in preparing thess financial statements. The Directors are currently assessing the impact of
these standards, with the following changes belng those that may potentially have a future impact:

IFRS 9 ‘Financlal Instruments’ is not effective until 2018 (subject to EU endorsement). The Company is currently assessing
the Impact of the standard on Its results and financlal position and will continue to assess the impact as the standard is
revised by the IASB. However, it is posslble that this amendment may Impact upon the way the Company recognises fair
value gains and losses on its Avallable for Sale assets.

IFRS 15 ‘Revenue from contracts with customers' was issued in May 2014 and will apply from 1 January 2018.

IFRS 16 ‘Leases’ will apply to the Company from 1 January 2019.

The Company Is currently carrying out work to assess the changes to systems and procedures that will be required In order to
comply with IFRS 16, as it Is expected to have a significant impact on the calculation and presentation of assets and lfabilitlas
arlsing from short leasehold properties In the financial statements.

The Company has not early adopted ény standard, amendmaent or interpretatlon.
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Notes forming part of the financial statements for the 52 weoks ended 1 January 2017 (continued)

2 Accounting policles (continued)
(e) Revenue

Revenue represents amounts recelved or recaivable for goods and services pravided in the normal course of business (net of
VAT and voluntary gratuities left by customers for tha benefit of employeses). Revenue Is recognised at the point of delivery of.
goods and services to retail customers. ) .

(f) Cost allocatlon

Cost of sales Includes the cost of goods sold, direct labour costs, restaurant overheads and also the costs of the Operations
and Area Managers who work In and around the restaurants. Adminlistration costs Includes the costs of all other central
support functions, administration and head office costs. .

{g) Suppiler rebates

Rebates from suppliers are recognised in the financial statements perlod in which they are earned
(h) Operating leases -

- . Asssls leased under operating leases are not recorded on the Statement of Financial Position. Rental payments under
operating leases are charged dlrectly to the Statement of Comprehensive Income on a’straight line basis. Lease incentlives,
..primarlly.rent-free. periods,-are capitalised and then systematically released to the Statement of Comprehensive Income ovar
the perlod of the lease term. Payments made to acqulre operating leases are treated as prepald lease expanses and are
amortised over the period of the lease.

() Pre-opening costs ‘ :

Property rentals and other relateci overhead expenses incurred prior to @ new restaurant opening are expehsed in the
Statermnent of Comprehensive Income in the period that they are Incurred. Similarly, the costs of tramlng new staff during the
pre-opening phase are expenses as incurred. '

(l) Share-based payments

The Company operated a number of equity-settled share-based payment schemes under which share options were granted to
certaln employees. The costs of equlty-settled transactions were measured at falr value at the date of grant. The fair value

' 'was measured using the-Black-Scholes model.’ In determining the falr valus, ‘no account Is taken of any vésting’ ¢onditisns,
other than conditions linked to the price of the Company's shares {market-based conditions).

No expense Is recognised for awards that do not ultimately vest, except for awards where vésl!ng is conditional only upon a
market condition, which are treated as vestlng irraspactive of whether or not the market candition is satisfied, provided all

other conditions are satisfied.

The tair value determined at the grant date is then expansed on a straight line over the vesting period, based on the Directors’
best estimate of the numbsr of shares that will eventually vest and adjusted for the effect of non-market based vesting
conditions. The movement In the cumulative expense since the previous Statement of Financlal Position date is recognised [n
the State'ment of Comprehensive Incame, with the correspanding movement taken into aquity.

Where the terms and conditions of options are medifled before they vest or where options have been cancelled and reissued
with modified terms, the increase in the fair value of the options, measured immediately before and after the madification, Is
also charged to the Statement of Comprehensive Income aver the remaining vesting period.

(k) Non-trading items

Non-trading'items’are"items of income or expense which because of thelr nature and the eVents giving rise to them, are not
directly related to the delivery of the Company's restaurant service to its patrons and therefore merit ssparate presentation to
allow shareholders greater clarity in understanding the elements of financial. performance In the period, so as to facilitate
comparison with prior periods and to assess more accurately trends in financial performance.

(I) Operating profit

Operating profit Is stated after all éxpenses. including any non-trading items, but before finance Income or costs.

{m) Taxallpn

The ta;x expense Included In the Statement of Comprehensive Income comprises both current and deferred tax. Cument tax is

the expected tax payable on the taxable income. arising In the penod reported on, calculated using tax rates relsvant to the
financial period.
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Notes formlng part of the financlal ‘statements for the 52 weeks ended 1 January 2017 (continued)

2 Accounting pollcles (continued)

(m} Taxation (continued)

Deferred tax is provided using the balance sheet liability method, providing for all temporary differences between the carrying
amounts of assets and liabilities recorded for reporting purposes and the amounts used for tax purposes, except for
diiferences arising on the Initial recognition of an asset or liability which affects neither accounting or taxable profit at the time
of the transaction. Deferred tax is calculated on an undiscounted basls, at the tax rates that are expected to apply when the
liability is settied or the asset Is reallsed using tax rates enacted or substantively enacted at the Statement of Financlal

Paosition date.

Tax is recognised In the Statement of Comprehensive Income except to the extant that IAS 12 requires certain elements of
the total tax expsnse to be recorded directly in equlty. These elements are separately disclosed In the mavement in
shareholders’ equity and the movement In reserves.

The carrying value of deferred tax assets is reviewed at each Statement of Financial Position date and reduced to the extent
that it is no longer probable that sufficiant taxable profits will be avallable to allow all or part of the asset to be recovered.

(n) Dividends I .

In accordance with IAS 10, Events after the Statement of Financial Position date, dividends declared after the Statament of
Financial Position date are recognlised In the paricd in which they are approved by shareholders. as no liability existed at the
Statement of Financial Positlon date

(o) Goodwlll

All business combinations, as deflned by IFRS 3 (Revised), are accounted for using the acquisition method. Goodwill
represents the difference betwsen the fair valus of consideration pald and the fair valus of the net identifiable assets acquired.
In accordance with IAS 27, IFRS 3 is only applied in an entlty's separate financial statements, If the entity acquires an
unincorporated business or trads and assets meeting the definition of a business.

Goaodwill is stated at the value so calculated less any accumulated provision for impairment. Goodwlll Is not amortised but is

. reviewed for jmpalrmen}_at lgast annually, or more fraquently when there Is an indication of impairment, For the purposes of
xmpalrment testlng Goodwill is allocated to speclﬁc individual cash generatmg units and future cashflows are reviewed to
assess whether there is any indicatlon of Impalrment.

(p) Property, Plant and Equipment

ltems of property, plant and equipment are stated at cost less the accumulated charge for depreciation and any recognised
impalrment losses. Cost comprises the aggregate amount pald and the fair valus of any other consideration given to acquire
the asset and includes costs directly attributable to making the asset operate as intended.

An item of property, plant and equipment is derecognised upon disposal or when no future ecanomic benefits are expected to
arise from the continued use of the asset. The galn or loss arising on the disposal or scrappage of an asset is determined as
the difference between the sales proceeds and the carrying amount of the asset Is recognised in income.

Deproclation Is charged so as to write-off the cost of assets over their estimated useful ecanomic lives on a straight line basls.
It Is calculated at the following rates.

Freehold land Nil depreciation

Freehold properties — - 2% per annum

Freshold improvements 4% per annum

Short leasehold improvements over the perlod of the lease
~ Fixtures, fittings and equipment 10% per annum

"Computer equipment (Included in Fixtures, fittings and equipment) 20%-33.3% per annum
Restaurants under construction are not depreclated.

All property, plant and equipment is reviewed for Impairment in accordance with IAS 36 Impairment of Assets, when there are
indleations that the carrying value may not be recoverable.

(q) Impalrment - non-financial agsets
The carrying values of the Company's assets are reviewed at each Statement of Financial Position date to determine whether
there Is any Indication of impairment. If any such condition exists, the recaverable amount of the asset Is estimated in order to

dstermine the extent, if any, of the Impairment loss. An impairment loss is recognised whenever the carrying value of an asset
exceads its recoverable amount and impairmant {osses are recognised in the Statement of Comprehensive Incoms.
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Notes forming part of the financial statements for the 52 weeks ended 1 January 2017 (continued)
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2 Accounting policles (continued)

(r) Inventorles

lnventories are stated at the lower of cost and net realisable valué. Cost is detarmined on a first-In, first-out basls. Net
realisable value Is based on estimated seliing price less any further costs to be Incurrad up until the polnt of sale.

{s) Financle! Instruments

Thae carrying amounts of cash and cash equivalents, trade recsivables, other accounts recelvable, trade payables and other
accounts payable approximate to their fair value. The Company does not hold or [ssue derivative financial instruments.

Financial assets - Loans and recsivables

Trade and other recsivables

The trade recelvables arising In the business are not amounts owed to the Company from retail customers, but consist of
annual retrospective rebates which are received from trade suppliers shortly after the end of the period in which they are
earned and accrued and amounts due from Tesco Frestime Limitad arlsing from its clubcard voucher scheme. Trade
receivables are Initlally recognised at fair value and subsequently camied at amortised cost, reduced by any appropriate
allowances for Irrecoverable amounts. Trade receivables are provided against where there is objective evidence that amounts
are not recoverable. Other recelvables are Initlally recognlsed at fair value and then subsequently carried at amortised cost.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits and other short-tarm, highly liquid investments that
ara readlly convertible to a known amount of cash and are subject to an Insignificant risk of changes in vaiue.

Financlal lfabllities - Other liabilities \

Trade and other pa);ablss .
Trade and other payables are initially recognised at falr value and then subsequently carried at amortised cost.

{t} Provislons

Provisions dre recogniséd whan tha Company has a présent obligation {legal or tdristriclive) as a rasult of a’past event itis
probable that the Company will be required to settle that obligation and a reliable estimate can be made of the amount of the
abligation.

The amount recognised as a provision Is the best estimate of the consideration required to settle the present obligation at the
_ Statement of Financial Position date, taking In to account the risks and uncertalnties surrounding the obligation. Where a
~ provislon is measured using the cash flows aestimated to settle the present obllgation, its carrying amount is the present value
of those cash flows (when the eftect of the time value of money Is material).

Restructuring

A restructuring provision Is recognised when the Company has developad a detalled formal plan for the restructuring and has
raised a valid expectation in those affected that it will carry out the restructuring by starting to Implement the plan or
announcing its main featuras to those affected by it. The measurement of a rastructuring provision includes only the direct
expenditures arising from the restructuring, which are those amounts that are both necessarily entitled by the restructuring
and not assoclated with the angoing activities of the Company.

Onerous Contracts

“Present obligations arising urider onerdus contracts are fecognised and measured &S provisions. An onerous contract Is
considered to exist whars the Company has a contract under which the unavoidable cost of meeting the obligations under the
contract exceed the economic benefits expacted to be recelved under it.

(u) Forelgn Currenclas
The individual financial statements of the Company are presented in the currency of the primary economic environment in
which it operates (its functional currency). For the purpose of these financial statements, the results and financial position are

expressed In pounds sterling, which is the functional currency of the Company, and the presentation currency for the financial
statements.

In preparing the financial statements of the Company, transactions in currencies other than the functional currency (foreign
currencies) are recognised at the rates of exchange provalling on the dates of the transactions. At each Statement of
Financlal Position date, monstary assets and llabllities that are denominated in foraign currencies are retransiated at the rates
prevalling at that date. Non-monetary ltems carrled at fair value that are denominated In forelgn currencles are translated at
the rates prevailing at the date when the fair value was determined. Non-monetary items that are measured In terms of
historical cost in a forslgn currency are not retranslated.
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(u) Forelgn Currencles (continued) .

Exchange differences are recognised in profit or loss in the perlod in which they arlse except for:

+ -exchange differences on foreign currency borrowings relating to as;iets under construction for future preductive use, which
are Included In the cost of those assets when they are regarded as an adjustment to interest costs on those foreign currency
borrowings; ¢ '

« exchange differences on transactlons entered into to hedge certaln foreign currency risks; and

+ exchange differences on monetary ltams receivable from or payabis to a foreign operation for which settiement Is neither

.planned nor likely to occur In the foreseeable future (therefore forming part of the net investment in the forelgn operation),

which are recognised initially in other comprehensive income and reclassified from equity to profit or loss an disposal or partial
disposal of the net investment.

(v) Equity

Equity issued by the Company is recorded as amounts received less dirgct issue costs.

Critical accounting estimates and judgements

The preparation,of financlal statemants under IFRS requires the Company to make estimates and judgements that affect the
application of policies and reported amounts. Estimates and judgements are contlnually evaluated and are based on
historical experience and other factors, including expectations that are belleved to be reasonable under the circumstances.
Actual results may differ from these estimates and assumptions. The estimates and assumptions that are considered to have

a significant risk of causing a material adjustment to the camying amounts of assets and llabllities within the next year are’

discussed In more detail below.

(a) Accruals

In order to provide for all valid liabilities which exist at the Statement of Financlal Position date, the finance team is required to
estimate and accrue for certain costs or expenses which have not been involced and thersfore the amount of which cannat be
known with certainty. Such accruals are based on management's best judgement and past experience. The total value of
accruals as at the Statement of Financlal Position date is set out in note 18,

(b) Useful.lives.of property, plant and.equipment .. ... .. .. . e e Ce e

Property; plant and equipment are depreciated over their estimated useful lives. Useful lives are based on management's
estimates of the peried that the assets'will generate revenue, which are perlodically reviewed for continued appropriatensss.
Changes to these estimates - the current rates of depreciation are set out In the accounting policy in note 2{p) - can result In
significant variations in the carrying value and amounts charged to the Statement of Comprehensive income as depreciation
In a particular period.

(c) Asset impalrment

In carrying out an impairment raview in accordance with IAS 36 it has been necessary to make estimates and judgements
regarding the future performance and cash flows generated by individual trading units which cannot be known with certainty.
Past performance will often be taken as the best available gulde to future performance, unless it is known that the
clrcumstances surrounding a particular trading unit have changed. Where the circumstances surrounding a particular trading
unit have changed or will change in the future then it can be even more difficult to forecast future performance. For these
reasons the actual Impalrment requirsd in the future may differ from the charge madse In the financial statemsents. Details of
any impairment charge required In the financial statements are provided in note 8.

(d) Deferred taxatlon

The defarred tax liability provided in the accounts Is based on temporary differences between the tax written down valuas of
assets and ilabilities and their carrying values in the accounts and as such it Is depandent on assumptions made in the
Company's corporation tax computations. The assumptions on the praportion of certain elements of capital expenditure
which will be eligible for tax relief are subjective and the tinal calculations agreed with HMRC could ditfer from the provislan
made In the financial statements.

(e) Onerous contracts

Prasent obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract is
conslidered to exist where the Company has a contract under which the unavoidable cest of meeting the obligations under
the contract exceed the sconomic benefits expected to be racelved under it.

Revenue

Revanus Is wholly attributable to the principal activity of the Company and arises solely within the UK.
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Notes formlng part of the financlal statements for the 52 weeks ended 1 January 2017 (continued)

5 Cost of sales .
62 weoks ended 53 weeks ended

' 1January | 3 January

. 2017 2016

Cost of sales can be further analysed as follows: T £'000 £'000
Excluding pre-openlng costs ’ 183,289 177,835
Pre-opening costs 655 803
18"3.944 178,638

The comparative figure for the 53 wesks ended 3 January 2018, have been restated to refiect ‘what the Directors belleve Is
a more accurate reflection of the Company's cost of sales and administration costs. The impact of this restatement was to

Increase cost of sales by £0.5m and reduce administration costs by £0.5m.

6 Employees

52 weeks ended 53 weeks ended

1 January 3 January

2017 2018

Staff costs (including dirsctors) consist of: . ) £'000 £'000
Wages and salarles ) 66,528 61,456
Soclal security costs 4,854 4,387
Other pension costs N 294
Equity-settled share-based payment schemes (see nota 28) ' - 694

71,7113 66,831

OfF this total cost, £67.6m (53 weeks ended 3 January 2016: £62.1m) was Included within cost of sales and the remaining
£4,1m (53 weeks ended 3 January 2016: £4.7m) was included in administration expenses: The average monthly number of
employaes, including directars, during the perlod was 4,107 (53 weeks ended 3 January 2016: 3,8689) with 83 (53 weeks
ended 3 January 2018: 76) of these working within the administrative functions and the remainder working in the

restaurants.
7 Directors

0 vms Do wmies 5 te'w o e o e - - . - - - 52 weeks-ended ** - 53'weeks endad ** * - .

1January ° 3 January

2017 2016

£'000 £'000

Wages and salarles 555 506

Soclal securlty costs - 63 62

Pension costs 1 1

Equity-settled share-based payment schames (see note 28) - 307

619 876

Total emoluments paid to Directors

The total amount payable to the highast paid diractor consisted of £211,400 (53 weeks ended 3 January 2016: £165,000) In
respect of emoluments. In 2015, the highest paid Director also recsived share option gains of £515,375.

8 Non-trading Items - charged to administrative expenses
. 52 weeks ended 53 weeks endsd
1 January ’ 3 January
. 2017 2016
- * £'000 N £'000
Loss on site closures and asset write downs 915 (6,783)
Write-off of rent premium 46 124
Provislon for onerous lease 2,637 581
Provision for impalrment of property, plant and equipment 12,811 3,452
Provision for impairment of intangibles . - 201
Expenses In connection with offer for the Company ) . - 3,726
Restructuring provision . 1,266 . -
Site abort costs 217 104
17,892 1,405

In accordance with |IAS 36 Impairment of Assets, the Company has carried out a review of the oarrying valuss of plant,
property and equipmant, taking into account the current trading performance and anticlpated future cash flows discaunted
at a pre-tax rate of 8.2% in order to assess whether there is any indicatlon of Impairment. Assets are carried at thelr cost..
less accumulated depreciation, but are reduced to thelr recoverable amount if that is less than cost less dapreciation. When
a trading unit where recent performance and anticipated cash flows would suggest that it may have reduced economic
value in use to the business has been identified, It has been valued at falr value less costs to sell based on tha Directors’

experience of the commerclal property market and their view of its likely value on disposal.
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Notes forming part of the financlal statements for the 52 weeks ended 1 January 2017 (conflnuéd)

10

As a result of the above process, a provision for impairment of £12.8m (62 weeks ended 3 January 2016: £3.5m) has been
made against the book value of fourty two propertles. 7

A £2.8m provislon has been mads in respect of onerous property leases (62 weeks ended 3 January 2016: £0.6m).

A £1.3m charge has been made relating to costs Incurred relating to support team and operatlonal restructuring during ‘the
period. . .

Ad|usted profit before tax for headline reporting purposes was calculated as follows:

52 weeks ended 53 weeks ended
1 January 3 January
2017 2018
£'000 "£600
Profit before taxation 5,099 21,715
Non-trading items (see above) 17,882 1,405
Adjusted profit before taxation 22,91 23,120
Operating profit s
62 weeks ended 63 waeks ended
1 January 3 January
P, e 2017 . 2016
This has been arrived at after charging/(crediting): £'000 £'000
Staff costs (see note 6) 71,713 66,831
Depreciation 10,482 10,612
Loss/(prolfit) on dispesal of property, plant and equipment and inventory 1,780 (5,717)
Impairment of property, plant and equipment 12,811 3,452
Auditors’ remuneration - audit servicas . 62 60
- other-audit services 9 a
Qperating lease rentals 23,361 20,882

L T T T N T .

Of the total £1.8m (53 weeks ended 3 January 2016: £5.7m profit) loss on disposal of propsrty, plant and equipment and
inventory, a £nil loss (53 wesks ended 3 January 2016: £1.1m ) is included within cast of sales and a loss on sire closures
and asset write downs of £0.9m (53 weeks ended 3 January 2016: £6.8m) Is Included within non-trading items (see note 8).

o - L T T T N P e Y m e . F—

Finance expense

Bank interest

Income tax expense

UK Corporatfon tax

Current tax on profit for the period
Adjustments In respact of prior pericd

Total current tax

Deferred tax

Credit in respect of change In future rate of taxation

Origlnation and reversal of temporary differences

Temporary differances on rolled over gains on property disposals
Share-based payment temporary diffarence

Total deferred tax - -

Total expensa in the statement of comprehensive income

20

52 weeks anded
1 January

2017

£'000

180

180

52 weeks ended
1 January

2017

£'000

4,217
(2,079)
2,143
(204)
(664)

-(868)-

1,275

53 weeks ended
3 January
2016
£'000

120

120

53 weeks ended
3 January
2016
£'000

5,032
5,032

(498)
- 101

(382)

461

(319)
4,713
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Notes forming part of the financlal statements for the 52 wesks ended 1 January 2017 (cantlnued)

" lncome tax  expense, (contlnued)

The tax assessed for the period-is lower than (53 weeks ended 3 January 2016: h|gher than} the standard rate of
corporatlon tax in the UK. The differences are explained below:

52 weeks ended 53 weeks ended . *

1 January : 3 January

2017 2018

£'000 £'000

Profit before taxation ' ' ] 5,099 21,715
Tax on profit at the average rate of corporation tax

in the UK ot 20% (53 weeks ended 3 January 2016: 20.25%) 1,020 4,397
Tax effects of: '

Adjustments in respect of prior period (2,074) . .

Credit in respect of change in future rate of taxation . (204) (499)

Depraciation an ineligible fixed assets . . 2,308 707

Non-qualifying impairment charges . . = 398

Profit on sale of non-qualifying assets , : 132 - (1,288)

Expenses - non deductible for tax . 3 748

Other e 250

Tax expense for the period as shown above ' 1,275 4,713

The standard rate of corporation tax in the UK changed from 21% to 20% with effect from 1 April 2015 and accordingly, the
profit for the perlod has been taxed at an sffective rate of 20%. Any further changes in the rate of UK corporation tax will
have an impact on the future tax charge.

®

Two further changes to the UK corporation tax rate have been announced and substanhvely enacted, with a reduction to
19% from 1 Apnl 2017 and then a further reduction to 17% from 1 Aprll 2020.

12 Dividends

52 weeks ended 53 weeks ended
- . U - e e ee e s o tdenuary . . ... 3January,
. 2017 . 2016
£'000 £000
Amounts recognised as distributions to equlty shareholders in the period - 20,000

A dividend of 8.335 pence per ordinary share was declared on 25 March 2015 and pald in three stages on 31 March, 30
Aprli 2015 and 7 May 2015.

52 weeks ended 53 wesks ended
° 1January -~ 3 January
2017 2016
£'000 £'000
Proposed final dividend - .

No final dividend is praposad for the period ended 1 January 2017 (53 weeks ended 3 January 2016: £NIl).

13 Intangibles

R Goodwlll
. £'000
At 29 December 2014 1,419
Impairment of goodwill ’ ' . (201)
At 3 January 2016 1,218
Impairment of goodwill -
At 1 January 2017 ' ' 1,218

.
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Notes forming part of the financlal statements forthe 52 waeks ended 1 January 2017 (continued) )

13 Intanglbles (continued)

14

15

. Held within non-current assets

o

W

The goodwill balance shown above arose on two trade and assets acquisitions made by the Company in 2010 and 2011.
The goodwlll Is attributable to specific leasehold sites that were subsequently refurbished and rebranded under one of the
Company's core trading formats. The recoverable amount of goadwill Is reviewed annually as part of the impairmant review
of the cash generating units ("CGUs") in question. The Company applies an 8.2% discount to estimated future cashflows of
each CGQU are tested to ensure they provide cover for the net book value of related fixed asssts and the goodwill

component taken together. The impairment recagnised in the prior pericd follows the disposal of one such site.

Property, plant and equipment

Cost

At 29 December 2014
Additions
Reclasslfication
Disposals

“As 4t 3 January 2016

Additions
Reclassification
Disposals

As at 1 January 2017

Accumulated depreciation
At 29 December 2014
Depreciation charge
Reclassification

Impairment provisions
Disposals

As at 3 January 2016
Depreclation charge
Impairment provisions
Disposals

As at 1 January 2017
Net book value

As at 1 January 2017
As at 3 January 2016

As at 28 December 2014

Freehold land, Short ,Fixtures Restaurants
properties and leasshald fittings and under

Improvements Improvements equipment congtruction Total
£'000 £'000 £'000 £'000 £'000

, 35,509 111,060 45,905 785 193,259

- 2,540 3,881 18,854 25,275

(10,306) 24,501 4,053 (18,248) R
(25,203) {(2,977) (3,200) (74) (31,454)

oo Wb JEos— e, o

135,124 50,639 1,317 1 8],080

- 5,671 4,688 10,319 20,678

- 8,553 1,365 (9,918) -
- (2,143) (2,125) - (4,268)

- 147,205 54,567 1,718 203,480

5,475 33,618 20,338 - 59,431

263 5,529 4,820 - 10,612

(2,822) 2,922 -. . -

- 3,452 - - 3,452
2816 (3109, (1486) L (na)

- 42,412 23,662 - 66,074

- 5,618 4,864 - 10,482

- 12,811 - - 12,811

- (611) (1,192) - (1,803)

- 60,230 27,334 - 87,564

- 86,975 27,233 1 ,7.1 8 115,926

- 92,712 26,977 1,317 121,006

30,034 77,442 25,567 785 133,828

Of the total depreciation charge for the period £10.3m (63 weeks ended 3 January 2016: £9.2m) was included within cost of
salas-and-the remaining £0.2m (63 weeks ended 3 January 2016: £0.4m) was included within administration expenses.

For detalls of impairment provisions please see note 8.

Prepald operating leases

Hald within current assets

22

As at

1 January
2017
£'000

6,068
4,881

10,849

As at

3 January
2018
£000

5,664
5,227

10,891
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Notes formlng par\ of the ﬂnanclal smtements for the 52 weeks ended 1 January 2017 (conhnued)

15

16

17

18

Prepald operating leases (continued)

Prepaid operating leases has two components. Included In amounts held within one year Is the sum of £6.1m (3 January
2016: £6.6m) which represents quarterly instalments on operating leases pald in advance. In addition, there Is a further
£4.9m (3 January 2016: £5.2m) which Is made up of lease premiums, which IFRS requires to be treated as rent paid in
advance and amortised over the length of the leass, normally over 20 or 25 years. As a result, £0.5m (3 January 2016:°
£0.5m) Is classlfied within current assets, with the remalning balance included In non-current assets. .

Inventorles

As at As at
1 January 3 January
. 2017 2016

. . £'000 £000

Raw materials and consumables 2,759 2,489

Crockery and utensils > 2,650 3,351
’ 5,400 5,840

“In the Directors’ opinion, there is no material difference between the replacament cost of Inventory and the amounts stated

above.
The Company recognised stock purchasas of £48.7m In the Statement of Comprehensive Income in the 52 weeks ended 1
January.2017 (53.weeks.ended 3.January 2018: £50.0m). The amount of Inventories wriiten-off in the period and included

In non-trading itams was £80,000 (53 weeks ended 3 January 2016: £77,000).

Trade and other recelvables
. As at As at
. ’ \ 1 January 3 January
. . 2,017 2016
£'300 . £000
Trade and other receivables ! 5,318 6,518
Amounts owed from Group companles 20,653 19,512
Prepayments and accrued income 4,535 3,377
30,506 29,407

‘All amounts shown fall due ror payment wﬂhm one year o

Amounts owed from group undertakings of £20.7m (53 weeks ended 3 January 2016: £19.5m) are non-Interest bearing,
unsecured and repayable on demand.

Trade and other payables

As'at As al
1 January 3 January

2,017 . 2016

£'000 £000

Trade payables 11,017 18,938
Amounts owed to parent company , 311 3,620
Taxation and social security 5,925 6,357
Other payables 4,083 , 4,156
Accruals . . 10,138 10,274
31,474 41,345

All held within current liabilities

Held within non-current liabilities
Accruals . . y 8,658

Provisions (note 19) made during the prior period were included within Accruals.

Amounts owsd to group undertakings of £311,000 (3 January 2016: £3.6m) are non-lnterest bearlng, unsecured and
repayable an demand.

.
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Notes forming part of the financial statements for the 52 weeks ended 1 January 2017 (continued)
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Total

Defarred 'tax liability

"At 1 January 2017/ 8 January 2016

Provisions

As at 4 January 2016
Brought forward amounts raclassified from accruals

Additional provisions
Used during the period

At 1 January 2017, °

Analysls of total provisions:

Non-currant
Current

Provisions In the prior year were classified as current liabllities and included with in accruals (note 18),

n
Deferred tax

Defarred tax asset arising from share optlons

At 3 January 2016 / 28 December 2014
Credit to the Statement of comprehensive income {see note 11)

At 1 January 2017 / 3 January 2016

-cote e - PO

At 3 January 2016 / 28 December 2014
(Credit) to the Statement of comprehensive income

At 1 January 2017 / 3 January 2016

The deferred tax liability shown above can be analysed as follows:

Accelerated capital allowances
Other short term temporary differences

Share capital
Authorised :
As at Asat
1 January 3 January
2017 2016
Number Number
Ordinary shares of 5p each 300,000,000 300,000,000

’ Onerous
Restructuring " leases Total
' g'000 £000 £'000
- )881 881
1,266 2,637 3,903
(1,185) (322) (1,507)
81 3,196 3,277
As at As at
1 January 3 January
2017 2016
3,277 -,
3,?:/7 -
Asg at As al
1 January 3 January
2017 2016
£'000 £'000
- 461
. (461)
As at As at
- 1 January 3 January
2017 2018
£'000 £'000
4,839 5,619
(868) (780)
3,971 4,839
As at As at
4 January 4 January
2017 2016
£'000 £000
3,449 4,199
522 640
3,971 4,839
As at " Asat
1 January 3 January
2017 2016
£'000 £000
15,000 15,000
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Notes formlng pan of the ﬂnanclal statemems for the 52 weeks ended 1 January 2017 (contlnued)

Share capltal (continued) )
Allotted, called up and fully pald

As at As at As at As at

1 January 3 January 1 January 3 January

2017 2016 2017 2016

. Number Number £'600 £000

Ordinary shares of 5p each 239,847,229 239,947,229 11,997 11,997

Movements In share caplital * Number £'000

At 28 December 2014 234,884,582 11,744

Qrdinary shares issued 5,062,647 253
At 3 January 2016 239,947,229 11,897

At 1 January 2016 239,947,229 11,997

Reserves
The nature and purpose of each of the reserves within shareholders’ equity is explained below.
Share premium reserve - the accumulated amount subscribed for share capital In excess of nominal value.

Capital redemption raservs - includes amounts transferred from the share capital reserve in order to malntain sharsholders
capital following the buyback and cancellation of equity shares.

+ Share option reserve - reflects the credit to equity made In respect of the charge for share options together with the related

23

deferred tax movements.
Retalned eamings - the cumulative gains and losses racognised In the Statement of comprehensive income together with
other itams which are requirad to be taken direct to equity.

Ralated party transactions

The related party transactions which took place with during the period are as follows -

e o - > e oo FEE Y

Tmnsactlons wlth group and parem undenaklngs

During the period the Company pald management chérgéé of £1.5m to Its Immedlate parent company, Prezzo Holdings
Limited. £375,000 remainad outstanding at the end of the period and is included in amounts owed to group undertakings.

During the period the Company pald £800,000 for monitoring fees and £369,000 for field consultancy services to indlrect
parent companias. £311,000 remained outstanding at 1 January 2017.

Kay managemaent personnel

Members of the Executlve Committes are considered ta be key management personnel as they act as the principal

24

decision making body for the trading operations of the Group. Amounts pald to' Key Management Personnsl, aside from
those members of Key Management Personnel that were also directors of the Company during the period, totalled
£639,000. Group Directors and Key Management Personnel have contributed £52,800 to a management equity plan held
outside of the Group. The share purchasas have been at arm's length and at fair value.

Future commltments under operating leases

The total future minimum rental payments outstanding under non-cancellable operating leases as at 1 January 2017 are set
out below: .

As at As at

1 January 3 January

2017 2016

PropertyLIeases £'000 £'000
Within one year 23,822 22,355
Within two to five years 95,287 89,418
Over five years ' 309,507 295,631
428,616 407,404

The leases for land and bulldings are subject to rent reviews. The financlal commitments for opsrating lease amounts
payable calculated as a percentage of turnover, have been basad on the minimum payment that Is required under the terms
of the lease. As a result, the amounts charged to the Statement of Comprehensive income may difter to the minimum
financial commitment at the perlod end.
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Notes formlng part of the financlal statements for the 52 weeks ended 1 January 2017 (continued)

24 Future commitments under operating leases (continued) E '
On 25 March 2015, the Company entered Into agreements to sell and leaseback 21 propertles, 20 of which ware freshold

properties and 1 of which was a long leasehold property. The total sales proceeds ‘were £29.8m and 25 year leases were
signed on sach slte, resulting in an annual rental commitment of £1.8m (subject to 5 year rent reviews).

25 Capltal commitments .
. . 1]

As at As at

1 January ° 3 January

2017 2018

. . £'000 £000

* Authorised and contracted 1,213 2,038

As at the Statement of Financlal Positlon date, the Company had capital commitments in respect of cantracts for the fit out
works at three (3 January 2016: four) additional new leasehold sites with a total value as shown above.

26 Contingent liabilitles

On 24 Fabruary 2015, the Comparfy entered into a cross guarantes for a bank facility for a total of £155m of which £130m
is currently drawn down. ) .

27 Reconclliatlon of profit before tax to net cash

>

Inflow from operating activitles
52 weeks ended 53 waeks ended
1 January . 3 January
2017 2016
£'000 £'000
Profit before taxation 5,099 21,715
Finance income (15) (50)
Finance expense : 180 120
Depreciation ’ 10,482 10,612
Share-based payment charge o - 694
Loss/(profit), on, disposal of property, plant and equlprnent and inventory |, (1,790), _ . N R AY
Charge in respect of provision for onerous lsase . 2,637 N 581
Charge In respect of restructuring provision 81 -
Write-oft of rent premium 48 124
Impairment of property, plant and squipment . 12,811 3,452
Impairment of intangibles - 201
Decrease/(Increase) in inventaries . . a3 (57)
Decrease/(increase) in receivables 1,064 (24,681)
{Decrease)fincrease in payables (11, 21 ) 6,878
Net cash inflow from operating activities 19,809 13,872
i
)

28 Flnanclal risks

The Company Is exposed to certain risks arising from its use of financial instruments. The Company does not make any
use of derlvative-based financial instruments, howevaer, IFRS 7 requires that it provides the following disclosure on its
financlal assets and liabilities as set out below.

The Company's financlal assets and.liabilities are shown on the face of the balance sheet and in the table below and they e
can be classlified wholly as either loans and receivables or other liabilities. The Company has operated with a net cash
balance throughout the parlod and consequently has no bank debt or other loan obligations.

As at As at
-~ 1 January 3 January
2017 2018
£'000 £'000 -
Financlal assets '
Trade and other receivables 25,971 26,030
Cash and cash equivalents ) 10,983 12,443
Financial llabliilties .
Trade and other payables 15,411 24,714
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Notea formlng part of the flnanclal statements for the 52 weeks ended 1 January 2017 (conllnued)

28 Flnanclal risks (continued)

]

In accordance with IAS 39, all financial assets are classitied as loans-and receivables and all financial liabilities are held at
amortised cost. in the Directors' aplnion, “thers is no materia! ditfarence betwaen the book value and the fair value of any of

the financial instruments.

The Company has some exposure to credit tisk, interest rate risk and liquidity risk. The Company does not have any
materlal exposure to currency risk. There has bsen no material change to the flnancial instrumenls used within the business
during the perlod and therefore no material changes to the risk management policies put in place by the Board which are
now discussed below.

The Board has averall responsibility for the determination of the Company's risk -management objectives and policies.
Whilst acknowledging this respansibility, it has delegated the authorlty and day to day responsibility for designing and
operating systems and controls which meet these risk management abjectives to the finance and administration function.
The Board regularly reviews the effectiveness of these processes in meeting Its objectives and conslders any necessary
changes In response to changes within the business or the environment in which it operates.

Credlt risk . : .

Credlt rlsk arises whan a faslure by counterparties to discharge thelr obligaﬂons could reduce the amount of future cash
Intiows from financlal assets held at the balance sheset date. The Company's maximum exposure to credlt risk by type of

financial asset squals the carrylng vaiue of financial assets shown in 2016 and 2015. o

o 3 .

As at As at
1 January 3 January
2017 2016
, £'000 £'000
Trade and other receivables are dus:
Current 30,506 29,407
Within 30-60 days - -
Within 61-80 days
91 days and over - -
30,506 29,407

- . ‘e -

‘

_There are no amounts within receivables that are past due (3 January 2016 - ENI),

= Al recelvables are non-derivative financial assets with fixed or defermined payments that are not quoted In an active
market. In practice, the company has limited exposure to credit risk as the receivables in the Statament of Financial
Position are predominantly receivable from, well established trade suppllers or landlords. These relationships are monitored
clossly and given the ongoing nature of trading with such counterpartiss, the likelihood of default Is considered to be limited.
As a result, no provision for doubiful debts has been made in the financial statements.

The loan of £20.7m which has been made to immediate parent undertaking, arises as cash is moved up to that entity
predominantly to settle transaction fees and interest charges on bank loans held by Prazzo Holdings Limited. While*this
loan is technically repayable on demand, the Company Is unilkely to request repayment for the foreseeable future given that
Its role as the principal trading entity provides economic support to the Group.

Cash in our restaurants is banked on a regular basis to ensure that securlty risks are minimised and that cash resources

are utilised sfficiently. An analysis of cash deposits held is provided to Board Directors on a weekly basis and any changes

In strategy for the treasury function are discussed and approved at Board level at regular monthly meetings. Cash is

deposited with AA rated, UK-based financial Institutions, in funds that are readily converted into known amounts of cash
- and the credit risk on such assets Is cansidered to be limited. .

inferest rate risk ’

Interest rate risk is the risk that the value of financial assets will fluctuate due to changes In market interest rates. The
Company's income and operating cash flows and the value of its financial assets are largely independent of changes in
market Interest rates. Low levels of-surplus funds are.invested in-short-term secured deposit accounts such that the
Company is not unduly exposed to market Interest rate fluctuations.

Interest income received on such deposits in the period amounted to £15,000 (2015: £26,000) and represented 0.06%
(2015: 0.11%) of adjusted profit before taxation {see note 9). A 1% movemsnt in market Interest rales would have had
significantly less than 1% Impact on profits in efther the current or comparative periods.

Liquldity risk

Liquidity risk arises from the Company's management of working capital, including cash and cash equivalents and fixed
term deposits. The Board's policy is to manage its working capital flows such that It will always have sutficient cash to allow
It to meet its liabllities as and when they become due. - . .

The cument trading environment is challenging and whilst the Group is expected to maintain a strong liquidity position,
covenant headraom has deteriorated and Is likely to remain under pressure for the next 12 months, although the Group's
sengitised cash llow forecasts do not indlcate a covenant breach.
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Noles forming part of tha financlal statoments for the 52 weeks ended 1 January 2017 r (continued) ©

28 Financial risks (continued)

29
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v

Liquldity risk (continued)

At the Statement of Financlal Position date, the Company had committed bank borrowing facilities of £10m (3 January
2016: £10m) avallable to it. None of the facility was drawn down at the Statement of Financial Posltlon date. The
Company’s treasury management policy Is discussed in the Report of the Diractors.

As at . As at

1 January B 3 January
2017 2016
£'000 . £000

Trade and othsr payables are due for settiement: .
Current 31,474 41,345
Within 30-60 days - -
Within 61-80 days - - -
91 days and over - -

31,474 41,345

Capilial

The Company conslders Its capital to comprise its ordmary share capital, share premium, capital redemption reserve and
accumulated retalned earnings.

The primary objective of the Company Is to maximise the return for equlty shareholders through a combination of capltal
growth and equity distributions. In order to achisve Its objectives In this area, the Company seeks to malntain a capital
structure appropriate to its size, strategy for growth and underlying business risks.

Share-based payments

The share-based payment schemes are no longer open following the change in ownership In the prior period.

In accordance with the rules of the schemses, all remaining options vested and became immediately exarcisable as a resuilt
of the change of control that occurred on 2 Fabruary 2015. During the 53 weeks ended 3 January 2016 5,062,647 options
were exercised during and the weighted average value of options exercised was 79.8p. The remalning nil options were
forfeited. .
Ultimate parent and controlling party ’

The immediate parent company of Prezzo Umlted Is Prezzo Haldings Limited, a company which is a direct subsidiary of
Papa Midco Limited, a limited company undsr the laws of England and Wales and the smallest group for which
consolidated financial statements are prepared. Papa Midco Limited Is a direct subsidiary of Papa Topco Limited, also a
limited company incorporated under the laws of England and Walss and the largest group for which consalidated financial
statements are prepared. The consolidated financial statements of Papa Midco Limited and Papa Topco Limited are
available upon request from, Johnston Houss, 8 Johnston Road, Waodford Green, Essex, IG8 0XA.

The Directors cansider Papa Jersey Topco Limited, a company Incorparated in Jersey to be the ultimate parent company
and TPG Advisors VI-AIV, Inc. ("Advisors”). Advisors is controlled by the principals of TPG VI Management LLC, a
ragisterad adviser with the U.S. Securitles and Exchange Commissian, ta be the ultimate controlling party.
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