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The Board of Directors and the Management
Board regularly identify, monitor and ensure
dppropriate processes are put in place to
mitigate potential risks and uncertainties.

Principal
Risks and
Uncertainties

There are a number of potenticl
risks and uncertainties which could
have a material impact on Tragus’
performance. The Board of Directors
and the Monagement Board
regularly identify, monitor and
ensure appropriate processes are
put in place to mitigate potential
risks and uncertainties. These risks
include but are not limited to:

Operational
Risk Factors

Supply Chain

Tragus has a large number of suppliers
cnd prides itself on the quality of its
product. The Group could be adversely
affected by a fall in the standard of
goods supplied by third parties. In

order to mitigate this the Group's key
food suppliers must carry the British
Retail Consortium (BRC) approval.
Furthermore, the Group's key suppliers
are subject to cn cnnual audit by an
independent inspection company
which checks and rates all aspects

of the supplier’s production process.

Any suppliers who do not achieve the
minimum necessary stondards cre
de-listed. The Group regularly re-tenders
its food contracts to ensure the quality of
product supplied.

Employees

Tragus’ performance largely depends
on its mamagers and staff, both at
restaurant cnd head office level. The
resignation of key individuals cnd the
inability to recruit people with the right
experience and skills could adversely
impact the Group’'s results. To mitigate
these issues, the group has invested
in fraining programmes for its staff to
maintain high service levels and has
a number of bonus schemes linked

to the Group's results and individual
performance that are designed to
reward and retain key individuals.

Input price increases

The Group's margins can be adversely
cffected by an increcase in the price of
key raw materials, including wages,
overheads ond utilities.

Brand Risk

Brand risk could arise through a one
off incident, such as a food scare, or a
slow decline in a brond’s appedl to its
customer base. The Group maonages the
risk of a one off incident through day
to day operational monagement. In
addition, a rigorous supplier selection
policy is applied. There is fraining for
all staff on food safety including use of
an e-learning programme. The risk of
a slow decline in a brand’s appedl is
maonaged through continuous menu
innovation, marketing campaigns and
brand development.

Expansion Risk

Over aggressive expansion could result
in Tragus acquiring unprofitcble sites.
To mitigate this risk the Group has

a rigorous decision making process
which includes strong finomcial and
operational review. In addition, the
Group has a dediccated property team
with experience in identifying and
securing new sites.

Leverage Risk

Under its facilities agreement Tragus is
subject to agreed financial covenants.
Brecach of these covenants would require
re-negotiation ond the requirement to
raise additional funds from shareholders.
This risk is mitigated by regular and
thorough financial forecasting followed
by close monitoring of these covenomts.
Appropricate action is taken to

minimise risk.

Froud

Tragus operates multiple sites

across the UK. Risk of froud exists in
misappropriction of assets, including
banking, theft of stock and theft of
cash takings. The Group mitigates this
risk through management structure
ond regular finoncial review with,
and extensive use of, business systems
such as EPOS and stock management.
Regular external financial cudits are
also carried out on all restauramts.

Market
Risk Factors

Competition

Tragus operates in a highly competitive
market particularly around service
offering, price and product quality. In
order to mitigate this risk our marketing
teams monitor market offerings and
pricing on an ongoing basis cand

the Group, through a third party,
undertakes regular ‘mystery diner’ visits
to all our restaurants to ensure menu
and customer service are maintained
to a high standard. In addition, the
existing estate is subject to a rolling
refurbishment progromme.

General Economic Conditions
The disposable income of our customers
and their leisure activity preferences cre
and will be affected by changes in the
generdl economic environment. Tragus
regularly reviews its product offering
and engages with its customers to
ensure it provides value for money

and meets its customers’ needs.
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The Board of Directors regularly reviews
the financial requirements of the Group
and the risks associated therewith.

Financial
Risks

The Board of Directors regularly
reviews the financial requirements
of the Group and the risks
associated therewith. Tragus does
not use complicated finoncial
instruments and where financial
instruments are used they are used
for reducing interest rate risk. The
Group does not use derivative
finoncial instruments for trading
purposes. Group operations are
primarily financed from retained
earnings and bank loans. In
addition to the primary finoncial
instruments, the Group has other
finoncial instruments such as
debtors, prepayments, trade
creditors and accruals that directly
arise from the Group’s operations.
The three key financial risks are:

Interest Rate Risk

Tragus' interest rate risk arises from
long term borrowings. Bank borrowings
are denominated in Sterling and cre
borrowed at floating interest rates.

The Group utilises interest rate swaps
and caps to fix an element of its cost

of borrowing.

Liquidity Risk

Cash forecasts identifying the Group's
liquidity requirements are produced
frequently and are regularly reviewed
to ensure that sufficient financial
headroom in our bonk covenants exists
for at least a 12-month period.

Foreign Currency Risk

Whilst no borrowings are denominated
in foreign currencies, a number of
suppliers cre exposed to the Euro.
Accordingly, wherever possible, the
Group undertakes supply contracts
denominated in Sterling. Tragus

has reviewed its exposure to foreign
currency risk and has concluded not
to hedge any foreign currency risk.
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Tragus believes that etffective corporate
governance is a fundamental aspect of a well
run company and is committed to maintaining
high standards of corporate governance.

Corporcite
Governance
Report

Tragus believes that effective
corpordte governance is a
fundamental aspect of a well
run company and is committed
to maintaining high standcrds

of corporate governcmnce. Whilst
none of the shares of any Group
company are listed on a stock
exchange, Tragus seeks, so far
as appropricte, to comply with
the combined code of Corporate
Governance (the "Combined
Code”). Through the processes that
are in place the Directors believe
that Tragus complies with the
spirit of the Combined Code in a
manner that is appropriate to its
ownership structure.

Board Constitution

and Procedures

The Board comprises the Non Executive
Chairman, three Executive Directors
cand four Non Executive Directors
representing Blackstone.

The Board's role is to provide leadership
to, and to set the strategic direction

of, the Group. The Board monitors
operational performance and is also
responsible for establishing Group
policies and internal controls to
maonage risk.

The Chairman is responsible for the
leadership of the Board cnd the Chief
Executive Officer, assisted by the other
Executive Directors, is responsible for
the strategic direction and operational
monagement of the Group.

The full Board is scheduled to meet

six times a year, usuadlly bi-monthly.
The Board has a schedule of matters
which are reserved for its decision. Such
matters include, but are not limited

to, the approval of cnnual budgets,
strategic plans, acquisitions and
disposals, major capital expenditure,
senior mcnagement appointments,
material contracts and any changes to

the Group’s financing arrangements ond

financial policies. Items delegated to the

Executive Directors include the approvcal
of capital or expenditure below the limits

required for Board sign off, disposal of
low value assets and approval of minor
contracts or less senior appointments.

Where urgent decisions are required
on matters specifically reserved for the
Board in between meetings, there is a
process in place to facilitate discussion
and decision making.

Board Committees
The Board has two principal committees;

a Remuneration Committee ond an Audit

Committee. Both have clecrly defined

duties with written terms of reference that

cre approved by the Board.

Audit Committee

The Audit Committee is chaired by the
Chairmon and its members include the
Chief Executive Officer, Chief Financial
Officer and two Non Executive Directors.

The Audit Committee meets ct least
once a year and is responsible for all
matters relating to the regulatory and
accounting requirements that may
affect the Group, together with the
financial reporting and internal control
procedures adopted by the Group.

The Audit Committee’s responsibilities
include:

» Reviewing the financial statements of
the Group and the external auditors
report thereon, prior to approval by
the Board, and reviewing significant
fincmcial reporting judgments

Monitoring and reviewing the external
auditor’s independence, objectivity
ond effectiveness, taking into
consideration relevant professional
and regulatory requirements.

Establishing procedures to ensure that
the group monitors cnd evaluates risks
approprictely.

= Reviewing the Group's internal
fincmcial control systems

Tragus’ external auditors have
confirmed for the year under review
that they consider themselves to be
independent in their professional
judgment.

If the committee’s activities reveal
any issues of concern or scope

for improvement, it will make
recommendations to the Board

on actions needed to address the
issue raised or make the necessary
improvement.

Remunercttion Committee

The Remuneration Committee is chaired
by the Chairman and its other members
compirise the Chief Executive Officer,

the Chief Financial Officer and two

Non Executive Directors representing
Blackstone. The Committee meets at
least once a yecr and will also meet at
such other times as the Board or
Committee Chairmon may decide.

The Remuneration Committee is
responsible for agreeing the framework
for the remuneration cnd other terms of
employment of the Executive Directors
and Senior Managers; determining the
total individual remuneration packages
of each person ond determining the
participation of Directors and employees
in the Tragus Management Equity
Scheme.

Individual Directors do not participate
in any discussions or vote in relation to
their own remunerction.

Internal Controls

The Board has overall responsibility for
the systems of internal control, which
are designed to mcnage the risk of
failure to achieve the objectives of the
business, where such risk cannot be
eliminated. The Board has considered
the systems of internal control for the
accounting year under review and
considers these to be appropriate cnd
adequate for the purposes of the Group.






