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Important note regarding this report

This report has been prepared exclusively for use by any holder of the 6% Senior Secured Notes due 2026
(the “Notes™) of Foodco Bondco, S.A.U. (the “Issuer”) or any prospective investor, securities analyst,
broker-dealer or any market maker in the Notes in accordance with Section 4.02 of the indenture governing
the Notes (the “Indenture”). Neither the delivery of nor access to this report implies that any information
set forth in this report is correct as at any date after the date of this report. You may not reproduce or
distribute this report, in whole or in part, and you may not disclose any of the contents of this report or use
any information herein for any purpose other than the evaluation of your investment in, or considering the
purchase of, the Notes. You agree to the foregoing by accepting delivery of, or access to, this report.

As permitted by the Indenture, the Issuer has elected to provide in this report consolidated financial
information of Telepizza Group S.A. in lieu of consolidated financial information of the Issuer.

We present in this report certain unaudited pro forma consolidated financial information for Telepizza as
of and for the twelve-month period ended December 31, 2018, which gives effect to the strategic alliance
and transactions with Yum! Brands, Inc. The unaudited pro forma financial information is presented for
information purposes only to facilitate the analysis of our financial performance and is not intended to
represent or be indicative of Telepizza’s financial condition or results of operations and it does not purport
to project our results of operations or financial condition for any future period. Neither the assumptions
underlying the pro forma adjustments nor the resulting unaudited pro forma financial information have been
audited or reviewed.

This report contains certain measures and ratios, including Adjusted EBITDA and Pro forma EBITDA,
and other measures and ratios that are not required by, or presented in accordance with, International
Financial Reporting Standards, as adopted by the European Union (“IFRS”), nor in accordance with any
accounting standards. Such measures and ratios may not reflect accurately our performance, liquidity or
our ability to incur debt and should not be considered as a substitute to net profit/(loss) or any other
performance measures derived from or in accordance with IFRS, SEC requirements or any other
generally accepted accounting principles or as a substitute to net cash from/(used in) operating activities.
These measures have not been audited or reviewed by our auditors nor by independent experts and should
not be considered in isolation.

Disclosure regarding forward-looking statements

This report contains and refers to certain forward-looking statements with respect to our financial condition,
results of operations and business. Forward-looking statements are statements of future expectations that
are based on management’s current expectations and assumptions and involve known and unknown risks
and uncertainties that could cause actual results, performance or events to differ materially from those
expressed or implied in these statements. Forward-looking statements include, among others, statements
concerning the potential exposure to market risks and statements expressing management’s expectations,
beliefs, plans, objectives, intentions, estimates, forecasts, projections and assumptions. All statements other
than statements of historical fact are, or may be deemed to be, forward-looking statements.

Forward-looking statements are typically identified by words such as “anticipate,” “believe,” “could,”
“estimate,” “expect,” “intend,” “may,” “plan,” “objectives,” “outlook,” “probably,” “project,” “will,”
“seek,” “target” and other words of similar meaning in connection with a discussion of future operating or
financial performance. All of these forward-looking statements are based on estimates and assumptions
made by such entities that, although believed to be reasonable, are inherently uncertain. Therefore, undue
reliance should not be placed upon any forward-looking statements. There are important factors that could
cause actual results to differ materially from those contemplated by such forward-looking statements. In
addition, even if our actual results are consistent with the forward-looking statements contained in this
report, those results or developments may not be indicative of results or developments in subsequent
periods. For example, factors that could cause our actual results to vary from projected future results
include, but are not limited to, those described under the caption “Risk Factors” below.

” LI INT] ” o«

You should not place undue reliance on forward-looking statements. Each forward-looking statement
speaks only as of the date of the particular statement. We undertake no obligation to publicly update or
revise any forward-looking statement, whether as a result of new information, future events or otherwise.



All forward-looking statements are expressly qualified in their entirety by the cautionary statements referred
to in this section and contained elsewhere in this report, including those set forth under “Risk Factors.” In

light of these risks, our results could differ materially from the forward-looking statements contained in this
report.



BUSINESS DESCRIPTION

Overview
Corporate history — Telepizza Group

Telepizza was created in 1987 as a family business. Since opening its very first outlet in Madrid in 1988,
the Group has gradually ramped up its activities and expanded internationally. In 1992, Telepizza opened
its first pizza dough production plant in Guadalajara (Spain) and its first outlets in Poland, Portugal and
Chile. Telepizza was listed on Spain’s stock exchanges in 1996 via initial public offering. In 2004,
Telepizza began its digital expansion in Spain and, four years later, in 2008, Telepizza relaunched its
telepizza.es website to improve home delivery.

In 2007, the Company suspended trading in Spain’s stock exchanges. Telepizza continued its international
expansion, entering into master franchise agreements in Guatemala, El Salvador and the United Arab
Emirates in 2009. In 2010, the Group acquired the Colombian pizza chain Jeno’s Pizza, the country’s
biggest pizza chain with 80 outlets, and in the subsequent years the Group opened its first outlet in Peru
and entered the airline catering sector. In 2012, Telepizza established a presence in Ecuador. In 2013,
Telepizza expanded its network of franchises in Panama, Russia and Bolivia. In 2014, the Group gained
a foothold in Angola. After observing a greater reliance on technology among its customer base, in 2015
Telepizza developed “Click & Pizza,” an online delivery service, and started creating smartphone
applications.

In April 2016, Telepizza was again listed in the Spanish stock market and continued its international
expansion, announcing its entry into new markets in EMEA and Latin America, under the Telepizza
brand, and Ireland, under the Apache brand. In December 2018, Telepizza signed a strategic agreement
with Yum! Brands, making it the largest master franchisee of Pizza Hut in the world. In the context of the
strategic agreement with Yum! Brands, during 2019 and 2020, we have acquired the Pizza Hut operations
in Ecuador, Chile and Mexico, and at the same time we have divested our Telepizza business in Peru.

The alliance with Yum! (Pizza Hut)

In June 2018, the shareholders at the Telepizza Group’s General Meeting approved a strategic alliance
and a multi-country master franchise agreement between Telepizza Group and Pizza Hut to accelerate
their joint growth in Latin America (excluding Brazil), the Caribbean, Spain, Portugal and Switzerland.
Following the approval of the transaction by the European Commission’s competition authorities on 3
December 2018, the global alliance and master franchise agreement with Pizza Hut was signed and came
into force on 30 December 2018.

Pizza Hut, a division of Yum! Brands, Inc. (“Yum! Brands”), is the world’s largest pizzerias company
with nearly 17,000 restaurants in over 100 countries. As a result of the transaction, on 30 December 2018
Telepizza operated a total of 1,011 Pizza Hut outlets (in addition to its current 1,620 network outlets and
including the 38 outlets in Ecuador acquired prior to formalization of the agreement), thus making it the
largest Pizza Hut master franchisee in the world by number of outlets and a leading pizza operator
worldwide with an ambitious growth plan in the coming years.

On the back of the transaction, we are able to develop and improve our capacity to manage networks and
supply pizza dough and ingredients while fostering our international growth (taking advantage of the
synergies existing between both groups). At 30 December 2018, the Telepizza Group practically doubled
the number of its outlets to 2,631, extending its international reach to 39 markets (more than 500 million
potential customers) with total system sales of approximately €1,200 million.

In Spain and Portugal, the Group will continue to operate the Telepizza brand along with the Pizza Hut
brand, given its leadership and privileged knowledge of the brand. Conversely, the current brands in Latin
America (“Telepizza” and “Jeno’s Pizza”) will be gradually changed so as to operate solely under the
“Pizza Hut” brand in the coming years, thereby taking advantage of its greater brand recognition in Latin
America. A single master franchisee for Pizza Hut that operates throughout Latin America will generate



operating benefits and synergies, as well as accelerated growth. The long-term alliance with Pizza Hut is
reinforced by a well-defined expansion plan, which considers 250 net openings in 2019-2021. There is
also a solid justification for this agreement, which authorizes the Telepizza Group as a supplier of Pizza
Hut, opening up significant opportunities through the resulting synergies due to the current and future
business growth. As a result of the foregoing, Telepizza’s Board of Directors expects the alliance to create
value for all stakeholders.

For a description of the Yum! Alliance agreement, please see the Offering Memorandum issued in
connection with the Notes.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

You should read the following discussion of our financial condition and results of operations in conjunction
with our audited consolidated financial statements and the related notes to those audited consolidated
financial statements contained elsewhere in this report. The following discussion and analysis contains
forward-looking statements that involve risks and uncertainties. Our actual results may differ materially
from those discussed in these forward-looking statements as a result of various factors, including, without
limitation, those set forth in “Forward-Looking Statements” and “Risk Factors.”

Results of operations

Year Ended December 31, 2019 Compared with Year Ended December 31, 2018

The following table sets forth consolidated financial information for the years ended December 31,
2018 and 2019. The balances in the consolidated income statement and consolidated statement of cash
flows for 2018 have been restated in order to make them comparable with the figures for 2019 as the
Group has classified certain operations as discontinued operations in the consolidated income statement
for 2019.

For the year ended
December 31,

(in € millions) 2018® 2019@ 2019® % change®
Revenues 3319 395.2 384.4 15.8%
Merchandise and raw materials used (94.6) (102.0) (102.0) 7.8%
Personnel expenses (92.5) (94.8) (94.8) 2.4%
Amortization and depreciation (15.8) (19.2) (36.8) 132.3%
Other expenses (113.8) (163.9) (132.7) 16.6%
Impairment of non-current assets (7.2) 17.7) 17.7) 146.4%
Other losses (1.2) 0.7) (2.8) 137.8%
Operating profit 6.7 (3.0) (2.4) -136.5%
Finance income 1.2 1.2 3.8 207.1%
Finance costs (8.2) (22.6) (31.1) 277.5%
Profit/(loss) before tax from continuing operations (0.3) (24.4) (29.8) 9734.3%
Income tax income/(expense) (2.5) (18.7) (18.2) 628.6%
Profit/(loss) for the year from continuing operations (2.8) (43.1) (48.0) 1611.9%
Post-tax profit/(loss) on discontinued operations (6.8) (6.8) (6.9) 0.6%
Profit/(loss) for the year (9.6) (49.8) (54.9) 470.7%

(1) Restated figures.

(2) Excluding the effects of IFRS 16.

(3) Including the effects of IFRS 16.

(4) Versus 2019 including the effects of IFRS 16.



Revenues

Our revenues increased by 15.8%, to €384.4 million in 2019 from €331.9 million in 2018 (as restated)
due to the inclusion of Pizza Hut in the consolidated perimeter and the related flow of royalties.

Merchandise and Raw Materials Used

Merchandise and raw materials used increased by 7.8%, to €102.0 million in 2019 from €94.6 million in
2018 (as restated), primarily resulting from the increased chain sales, resulting in an increase in supply
sales and consequently the amount of merchandise and raw materials used, as well as the increase in the
price of some raw materials, particularly pork.

Personnel Expenses

Personnel expenses increased by 2.4%, to €94.8 million in 2019 from €92.5 million in 2018 (as restated),
primarily as a result of the increase in the business perimeter after the Yum! Alliance.

Amortization and Depreciation

Consolidated amortization and depreciation increased to €36.8 million in 2019 from €15.8 million in 2018
(as restated), primarily as a result of the effects of the implementation of IFRS 16 and the incremental
investment in previous periods.

Other Expenses

Other expenses increased by 16.6%, to €132.7 million in 2019 from €113.8 million in 2018 (as
restated), primarily as a result of royalties and fees paid to Yum!, as well as extraordinary expenses incurred
in connection with the implementation of the Yum! Alliance, also extraordinary expenses in connection
with the expenses related to the new corporate and financing structure. There is also a positive impact due
to the effects of the implementation of IFRS 16.

Impairment of Non-Current Assets

Impairment of non-current assets increased to an impairment loss of €17.7 million in 2019 from an
impairment loss of €7.2 million in 2018 (as restated). This was primarily due to impairments related to store
network restructuring in Spain and Chile.

Other Losses

Our other losses increased to a loss of €2.8 million in 2019 from a loss of €1.2 million in 2018 (as restated),
primarily due to the effects of the implementation of IFRS 16.

Operating Profit

Our operating profit decreased to a loss of €2.4 million in 2019 from a positive €6.7 million in 2018 (as
restated). This was primarily due to the higher impairment losses and extraordinary expenses incurred in
connection with the implementation of the Yum! Alliance agreement, also in connection with the new
corporate and financing structure.

Finance Income

Our finance income increased to €3.8 million in 2019 from €1.2 million in 2018 (as restated), primarily due
to the effects of the implementation of IFRS 16.



Finance Costs

Finance costs increase to €31.1 million in 2019 from €8.2 million in 2018 (as restated), primarily due
to the implementation of the new financing structure, including the issuance of the Notes, and due to the
effects of the implementation of IFRS 16.

Income Tax Income/(Expense)

Our income tax expense increased to €18.2 million in 2019 from an income tax expense of €2.5 million
in 2018 (as restated), primarily due to a write-off of deferred tax assets associated to the interests carried
forward.

Post-Tax Loss on Discontinued Operations

Our post-tax loss on discontinued operations increased to a loss of €6.9 million in 2019 from a loss of €6.8
million in 2018 (as restated), primarily due to the losses in our businesses in Poland and Czech Republic
which were considered as discontinued operations in both years.

Profit/(Loss) for the Year

Loss for the year increased to a loss of €54.9 million in 2019 from a loss of €9.6 million in 2018 (as restated),
primarily due to transaction related costs arising from the Yum! Alliance and expenses related to the new

corporate and financing structure.

Results and Other Information by Segment

For the year ended
December 31, 2018®

Master
. - . Other Latin franchise and Lo
(in € millions) Spain Europe America rest of the Eliminations
world
Own outlet sales 76.7 36.2 42.1 0.1 -
Factory sales to franchisees 92.8 10.6 12.7 0.6 -
Royalties 26.8 5.0 3.6 0.0 0.0
Revenue from franchising activity 59 0.3 52 0.0 -
Other services rendered to franchisees 2.3 0.3 14 - -
Revenue from initial fees - 0.0 0.0 - -
Sublease income 8.1 0.1 0.9 - -
To other segments 34.6 - - - (34.6)
Total revenues 247.0 52.6 66.1 0.7 (34.6)
Amortisation (11.4) 1.2) 3.2) (0.0) -
Impairment/(Reversal) of non-current assets 4.9) - (2.3) - -
Other net gains/(losses) (0.3) 0.1 (0.9) (0.1) -
Operating profit/(loss) 10.5 5.6 9.2) 0.1) -

(1) Restated figures.

Total

155.1
116.7
354
115
4.0
0.0
9.1

331.9

(15.8)

(7.2)

(1.2)

6.7



For the year ended
December 31, 2019

Master
. - . Other Latin franchise and Lo
(in € millions) Spain Europe America rest of the Eliminations
world
Outlet sales to customers 71.6 36.0 64.3 - -
Factory sales to franchisees and other sales 94.3 14.3 11.4 - -
Royalties 47.6 10.2 12.2 0.6 -
Revenue from franchising activity 5.1 0.1) 0.3 - -
Other services rendered to franchisees 4.8 14 11 0.2 -
Income from incentives 7.6 - - - -
Revenue from initial fees 11 - 0.2 - -
To other segments 92.5 - - - (92.5)
Total revenues 324.7 61.8 89.6 0.7 (92.5)
Amortisation (21.2) (3.6) (12.0) (0.0) -
Impairment/(Reversal) of non-current assets (11.7) - (6.1) - -
Other net gains/(losses) (3.9) 0.0 11 - -
Operating profit/(loss) (3.5) 9.1 (8.3) 0.3 -

Total Revenues by Segment
Spain

Our total revenues from our Spain segment increased to €324.7 million in 2019 from €247.0 million in
2018 (as restated), primarily as a result of the royalties received in Spain related to the Yum! Alliance.

Rest of Europe

Our total revenues from our Rest of Europe segment increased to €61.8 million in 2019 from €52.6 million
in 2018 (as restated), as a result of the increase in system sales in Portugal and Ireland and due to the
royalties received related to the Yum! Alliance.

Latin America

Our total revenues from our Latin America segment remained flat at €89.6 million in 2019 compared to
€66.1 million in 2018 (as restated), as a result of the increase in system sales related to owned stores arising
from the acquisition of the Pizza Hut franchisees in Ecuador and Chile and due to the royalties received
related to the Yum! Alliance.

Master Franchise and Rest of World

Our total revenues from our Master Franchise and Rest of World remained flat at €0.7 million in 2019 and
2018 (as restated).

Operating Profit by Segment
Spain

Our operating losses from our Spain segment decreased to a loss of €3.5 million in 2019 from a profit of
€10.5 million in 2018 (as restated), primarily as a result of the extraordinary corporate expenses allocated
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171.9
120.0
70.6
54
75
7.6
13

384.4
(36.8)
7.7)
(2.8)

(2.4)



to Spain and others local extraordinary expenses, as well as to the allocation of certain global fees related to
the Yum! Alliance allocated to Spain.

Rest of Europe

Our operating profit from our Rest of Europe segment increased to €9.1 million in 2019 from €5.6 million
in 2018 (as restated), as a result of the increase in system sales in Portugal and Ireland and due to the
royalties received related to the Yum! Alliance.

Latin America

Our operating losses from our Latin America segment decreased to a loss of €8.3 million in 2019 from a
loss of €9.2 million in 2018 (as restated), as a result of the increase in system sales in Portugal and Ireland
and due to the royalties received related to the Yum! Alliance, partially offset by start-up costs related to the

Pizza Hut business.

Master Franchise and Rest of the World

Our operating profit from our Master Franchise and Rest of World segment increased to a profit of €0.3
million in 2019 from a loss of €0.1 million in 2018 (as restated). This was primarily due to costs
efficiencies implemented.

Adjusted EBITDA and Pro forma Adjusted EBITDA

The following table is a reconciliation of total revenue to Adjusted EBITDA for the periods indicated:

For the year ended
December 31,

(in € millions) 2018® 2019@ 2019® % change®
Own outlet sales® 155.1 171.9 171.9 10.8
Supply, chain, royalties, marketing and other revenue 176.8 2125 223.3 26.3
Total Revenue 331.9 384.4 395.2 19.1
Product cost (94.6) (102.0) (102.0) 7.8
Royalties and fees paid to Yum! — (31.4) (31.4) N/A
Operating expenses excluding royalties and fees paid to Yum!©® (169.0) (164.0) (195.2) 15.5
Adjusted EBITDA® 68.3 86.9 66.6 (2.5)

(1) Restated figures.

(2) Including the effects of IFRS 16.

(3) Excluding the effects of IFRS 16.

(4) Versus 2019 excluding the effects of IFRS 16.

(5) Excluding discontinued operations in Poland and the Czech Republic, chain sales in 2018 are presented pro forma with the
contribution of Pizza Hut chain sales.

(6) Including personnel costs, leases, advertising, logistics and other expenses.

(7) This measure is not a measurement of financial performance under IFRS and should not be considered as a substitute to
other indicators of our operating performance, cash flows or any other measure of performance derived in accordance with
IFRS.

For further details, please see our Director’s Report included in the 2019 Financial Statements.

The following table is a reconciliation of Adjusted EBITDA to Pro forma EBITDA for the period indicated:

Financial year ended
December 31,

(in € millions) 2019
Adjusted EBITDA® 66.6
Annualized EBITDA of Pizza Hut Chile Acquisition 1.2
Average of estimated procurement synergies 1.2
Pro forma EBITDA®® 68.9

(1) This measure is not a measurement of financial performance under IFRS and should not be considered as a substitute to
other indicators of our operating performance, cash flows or any other measure of performance derived in accordance with
IFRS.
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(2) Pro forma EBITDA consists of Adjusted EBITDA as adjusted for certain annualized results of acquisitions and supply
synergies. Pro forma items do not consider the potential impact of COVID-19.

These adjustments are based upon various assumptions, forecasts and management estimates and are in part based upon
historical information. This information does not represent the results we would have achieved had each of the adjustments
occurred and been fully implemented on January 1, 2019. In addition, our estimates of the impact of the cost savings are
based upon forecasts and management estimates and are presented on an annual run-rate basis as if such cost-savings had
been fully realized at the beginning of the relevant period. We may not be able to achieve these cost savings in a timely
manner or at all. The estimated cost savings are based on a number of assumptions made in reliance on the information
available to us and management’s judgments based on such information. The assumptions used in estimating cost savings
are inherently uncertain and are subject to a wide variety of significant business, economic, and competitive risks and
uncertainties that could cause actual results to differ materially from those contained in our estimates of cost savings. These
numbers have not been, and cannot be, audited, reviewed or verified by an independent accounting firm. This information
is inherently subject to risks and uncertainties. It may not be comparable to our consolidated financial statements or the
other financial information included in this report and should not be relied upon when making an investment decision. Pro
forma EBITDA is included in this report because we believe it is helpful to investors as a measure of our operating
performance and ability to service our debt. These measures are not measurements of financial performance under IFRS
and should not be considered as a substitute for other indicators of our operating performance, cash flows or any other
measure of performance derived in accordance with IFRS. Other companies, including those in our industry, may calculate
a similarly titled financial measure differently from us, and so the presentation of such financial measures may not be
comparable to other similarly titled measures of other companies. Funds depicted by certain of these measures may not be
available for management’s discretionary use due to covenant restrictions, debt service payments or other commitments.

Liquidity and Capital Resources
Overview
Our principal cash requirements consist of the following:

e capital expenditures related to investments in our operations and maintenance and upgrades of
our existing facilities;

e servicing our indebtedness;
e paying taxes; and
e working capital requirements, including buybacks of our stores.

Our principal sources of liquidity are expected to be cash flows from our operating activities, capital
contributions and shareholder contributions, and short-term and long-term loans and financing, including
drawings under our revolving credit facility (the “Revolving Credit Facility”), which provides for
borrowings of up to €45.0 million. The availability of the Revolving Credit Facility is subject to certain
conditions. As of the date of this report, our Revolving Credit Facility was fully drawn.

Our ability to generate operating cash flows depends on our operating performance, which in turn depends
to some extent on general economic, financial, industry, regulatory and other factors, many of which are
beyond our control, as well as other factors discussed in “Risk Factors.” The ability of our subsidiaries to
pay dividends and make other payments to us may be restricted by, among other things, legal prohibitions
on such payments or otherwise distributing funds to us, including for the purpose of servicing debt. Losses
or other events could further reduce the net equity and distributable reserves of our subsidiaries.

We anticipate that we will be highly leveraged for the foreseeable future and our ability to generate future
financing cash flows will be limited by the Indenture and the Revolving Credit Facility. For a
description of our material commitments, contingencies and debt instruments, please see our 2019 Financial
Statements.

We or our affiliates may from time to time seek to retire or repurchase our outstanding debt through cash
purchases, in open market purchases, privately negotiated transactions or otherwise. Such repurchases will
depend on market conditions, our liquidity requirements, contractual restrictions and other factors, and the
amounts involved may be material.
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Cash Flows

The following table sets forth our consolidated statements of cash flows for the years presented, including
cash from discontinued operations:

For the year ended
December 31

(in € millions) 2018% 2019
Net cash from operating activities 27.2 58.7

Net cash used in investing activities (35.8) (46.9)
Net cash from (used in) financing activities (21.9) (28.8)
Net increase (decrease) in cash and cash equivalents (30.4) (17.0)

(1) Restated figures.

Cash Flows Provided by Operating Activities

Our cash flows from operating activities increased to €58.7 million in 2019 from €27.2 million in 2018 (as
restated). This increase is due to lower extraordinary expenses in 2019 and the reversal of provisions and
other non-cash items in the net profit line.

Cash Flows (Used in) Investing Activities
Our cash flows used in investing activities increased to €46.9 million in 2019 from €35.8 million in 2018

(as restated). This increase was primarily due to the incremental investment in store openings, conversions
and IT and industrial infrastructure.

Cash Flows Provided by Financing Activities

Our cash flows used in financing activities increased to €28.8 million in 2019 from €21.9 million in 2018
(as restated), primarily as a result of the new financing structure.

Working Capital

The following table shows our working capital as of December 31, 2018 and 2019:

For the year ended
December 31

(in € millions) 2018® 2019

Current assets® 127.0 151.2
Current liabilities 83.4 177.1
Working capital® 43.6 (26.0)

(1) Restated figures.
(2) Current assets include cash and cash equivalents of €56.7 million and €39.8 million in 2018 (as restated) and 2019, respectively.

(3) This measure is not a measure of financial performance under IFRS and should not be considered as a substitute for other indicators
of our operating performance, cash flows or any other measure of performance and liquidity derived in accordance with IFRS.

Working capital decreased to a negative €26.0 million in 2019 from a positive €43.6 million in 2018. This

decrease was primarily as a result of the effects of the implementation of IFRS 16 regarding capitalization
of operating leases.
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Capital Expenditures

We generally require capital expenditures for the maintenance of our existing store portfolio to remain
competitive and maintain the value of our brand. In addition, in previous years our capital expenditures have
mainly related to the opening of new stores and the refurbishment and relocation of our existing stores. In
2019, in preparation for the implementation of the Yum! Alliance, we increased our capital expenditures
in store openings and conversions, and increased our capital expenditures in information technology and
factories in order to accommaodate the new Pizza Hut perimeter.

The following table shows our recurring capital expenditures for the periods presented for the maintenance
of existing assets and for investment in expanded capacity, excluding transaction related capital
expenditures:

For the year ended
December 31

(in € millions) 2018® 2019
Openings 2.0 9.4
Relocations 1.9 2.1
Buybacks 34 1.7
Conversions 15 4.6
Maintenance 3.9 4.9
Total Stores 12.8 22.8
IT + Digital 5.6 11.8
Factory 23 6.2
Others 35 15
Total Group excluding M&A 24.2@ 42.3®

(1) Restated figures.
(2) Does not include €30.4 million in capital expenditures in 2018 related to acquisitions of Pizza Hut operations.
(3) Does not include €23.8 million in capital expenditures in 2019 related to acquisitions of Pizza Hut operations.

As part of our general strategy and in connection with the Yum! Alliance, we intend to undertake capital
expenditures during the next two years to open new stores and convert Telepizza stores to Pizza Hut
stores, particularly in Latin America, as well as to invest in our dough factories.

We expect to finance our future capital expenditures through either cash from operations, equity
contributions and, if necessary, from bank loans or issuances of debt in the capital markets.

Off-Balance Sheet Arrangements

With the exception of bank and other guarantees provided in the ordinary course of business amounting to
€10.1 million as of December 31, 2019, we do not currently engage in off-balance sheet financing
arrangements. In addition, we do not have any interest in entities referred to as special purpose entities,
which include special purposes entities and other structured finance entities.

Quantitative and Qualitative Disclosures About Market Risk

In the ordinary course of business, we are exposed to a variety of financial risks, including interest rate risk,
currency risk, liquidity risk and credit risk. Our global risk management focuses on uncertainty in the
financial markets and aims to minimize potential adverse effect on our profits. We also use derivatives

to mitigate our risks.

Risks are managed by our finance department in accordance with policies approved by our board of
directors. The finance department identifies, evaluates and mitigates financial risks in close collaboration
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with our operational units. Our board of directors issues global risk management policies, as well as policies
for specific issues such as currency risk, interest rate risk, liquidity risk, the use of derivatives and non-
derivative instruments and investments of cash surpluses.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Our exposure to the risk of changes in market interest rates
relate primarily to our Revolving Credit Facility which bears interest at a variable rate.

In order to minimize interest rate risk, we enter from time to time into variable to fixed interest rate swaps.
We generally obtain non-current borrowings with variable interest rates and swap these for fixed interest
rates that are normally lower than if the financing had been obtained directly with fixed interest rates. For
example, in 2016, we entered into a fixed interest rate swap to hedge €100.0 million of our drawings under
the our former term loan facility (the “Swap”), which swapped the EURIBOR rate with a zero floor for a
fixed rate of 0.27%. The Swap became effective on April 29, 2018. As of December 31, 2018, it had a
negative fair value of €0.6 million (€0.1 million as of December 31, 2017). In 2019, as a result of the
cancellation of the former term loan facility, the Swap was also cancelled, generating income of €0.6 million.

As of December 31, 2018, had interest rates been 25 basis points higher or lower, with the other variables
remaining constant, this would not have affected the loss for the year, mainly because borrowings costs on
variable interest rate debt not hedged by the Swap have a floor of 1% and, therefore, 1% was the rate paid
during the year for variable interest pegged to EURIBOR.

While we may enter into hedging agreements in the future, we may also elect not to do so or the terms on
which we hedge may not be satisfactory or may fail to adequately protect us from changes in market interest
rates.

Foreign Currency Risk

Since we operate internationally, we are exposed to variations in exchange rates for commercial transactions
in foreign currency, intragroup payables in foreign currency and net assets deriving from net investments in
foreign operations with functional currencies other than the euro. There are no significant group balances or
commercial transactions denominated in foreign currencies other than the functional currencies of each
country where we operate.

We currently do not hedge our foreign currency risk. We expect that possible fluctuations in the exchange
rates of the Chilean peso and the Colombian peso will not have a significant impact on our consolidated

equity.

The Notes and the Revolving Credit Facility are denominated in euro, and changes in foreign exchange rates
will therefore give rise to foreign exchange exposure. While we may enter into hedging agreements in the
future, we may also elect not to do so or the terms on which we hedge may not be satisfactory or may fail to
adequately protect us from changes in foreign exchange rates.

As of December 31, 2019, had the euro weakened/strengthened by 10% against the Chilean peso and the
Colombian peso, with the other variables remaining constant, consolidated post-tax loss would have been
€3.0 million lower (€0.1 million in 2018), mainly as a result of translating trade receivables, debt instruments
classified as available-for-sale financial assets and payables to group companies that are eliminated on
consolidation. The translation differences recognized under other comprehensive income would have
increased by €2.9 million (€4.3 million in 2018), mainly due to translation differences on foreign operations.

Liquidity Risk

Liquidity risk is the risk of not being able to fulfill present or future obligations if we do not have sufficient
funds available to meet such obligations at the time they become due. Liquidity risk arises mostly in relation
to cash flows generated and used in working capital and from financing activities, particularly by

servicing our debt, in terms of both interest and capital, and our payment obligations relating to our ordinary
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business activities. We manage liquidity risk by continuously monitoring our expected cash flows and
working capital levels and ensuring that adequate borrowing facilities are maintained.

The Group’s liquidity policy consists of arranging credit facilities and holding marketable securities for a
sufficient amount to cover forecast requirements, making financing available and enabling it to settle market
positions relating to short-term investments immediately, thus ensuring that this financial risk is minimized.

Credit Risk

Credit risk is the risk of financial loss resulting from counterparty failure to repay or service debt owed to
us according to the contractual terms or obligations. We are not exposed to significant credit risk since
our credit risk is not significantly concentrated, our cash placements and derivative contracts are with
highly solvent entities, the average collection period for trade receivables is very short, and customers have
adequate credit records, which significantly reduces the likelihood of bad debts.

Critical Accounting Policies

The preparation of our consolidated annual accounts and related disclosures in accordance with IFRS-EU
requires our management to make estimates, judgments and assumptions that affect the amounts reported in
our consolidated annual accounts and accompanying notes.

Our management must judge and develop estimates for the carrying values of assets and liabilities which
are not easily obtainable from other sources. The estimates and associated assumptions are based on
historical experience and other factors considered relevant. Actual results could differ from those estimates.

We periodically review these estimates and underlying assumptions. We recognize the effects of revisions
to accounting estimates in the period that estimates are revised if the revision affects only that period, or also
in later periods if the revision affects both current and future periods.

A summary of the items requiring a greater degree of judgment or which are more complex, or where
the assumptions and estimates are significant to the preparation of the audited financial statements, is as
follows:

e We determine the useful life of certain intangible assets acquired in a business combination based
on assumptions relating to brand positioning, estimated future market share, investments in the
brand and the projected cash flows to be generated by these assets.

e Calculation of the recoverable amount: We test goodwill and the brands for impairment on an
annual basis. Calculation of the recoverable amount requires us to use estimates. The recoverable
amount is the higher of fair value less costs to sell and value in use. We generally use discounting
cash flow methods to calculate these values, based on projections of the budgets we approve. The
cash flows take into consideration past experience and represent our best estimate of future market
performance. The key assumptions employed when determining fair value less costs to sell include
growth rates, the weighted average cost of capital, and tax rates. The estimates, including the
methodology used, could have a significant impact on values and impairment.

e Valuation allowances for bad debts require a high degree of judgment by us and a review of
individual balances based on customers’ credit ratings, current market trends and historical
analysis of bad debts at an aggregated level. Any decrease in the volume of outstanding balances
entails a reduction in impairment resulting from an aggregate analysis of historical bad debts,
including an analysis of expected loss, and vice versa.

e We capitalize the tax credits we consider likely to be offset in the foreseeable future based on
our business plan for each tax jurisdiction in which we operate.
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e The effects of the Yum! Alliance in our consolidated annual accounts are considered critical due
to the different accounting assumptions and impacts associated with the agreement, as it
substantially modifies the prior business model.

e We are subject to regulatory and legal processes and inspections by government bodies in
various jurisdictions. We use significant judgment when determining the provisions for these legal
processes.

e Although estimates are calculated by our directors based on the best information available
at the closing date of the consolidated annual accounts, future events may require changes to these
estimates in subsequent years. Any effect on the financial statements of adjustments to be made in
subsequent years would be recognized prospectively.

For a description of these critical accounting policies and estimates, see our 2019 Financial Statements.
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RISK FACTORS

The following are certain risk factors that could affect our business, financial condition and results of
operations. You should carefully consider the risks described below as well as the other information
contained in the section titled “Management’s Discussion and Analysis of Financial Condition and Results
of Operations.” Additional risks and uncertainties that are not presently known to us or are currently deemed
to be immaterial also may materially adversely affect our business, financial condition, and results of
operations in the future. If any of the risks actually occur, the trading price of our securities may be
negatively affected and as a result you may lose all or part of your original investment. The risk factors
described below, as well as any additional risks and uncertainties, may cause the forward-looking statements
described under the section titled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” to differ from our actual results.

e our inability to integrate Telepizza and Pizza Hut effectively and realize the potential and
anticipated benefits from the alliance with Yum! Brands;

e the risk of harmful economic and political conditions;

e the impact of competition in the quick service restaurants market, and in particular the pizza
delivery sector;

o therisk of any outbreak of severe communicable diseases, including the novel strain of coronavirus
(COVID-19);

o the effect of increasing costs of food, utilities or sales taxes on our operating margins and product
variety;

o the impact of impairments to goodwill and other intangible assets;
e the loss of certain clients or franchisees and master franchisees;

o the risk of shortages or interruptions in the supply or delivery of raw materials, ingredients and
complementary products;

e exposure to price and volume fluctuations under certain of our supply contracts;

e a potential loss of our rights to use Telepizza trademarks in certain jurisdiction if we materially
breach our obligations under the Yum! Alliance;

e failure to successfully implement our growth strategy;

o unsuccessful marketing initiatives and advertising campaigns;

o failure of our franchises and master franchises to develop their business;
e our reliance on capital investments;

e our exposure to additional risks through our international operations;

e failure to comply with anti-bribery or anti-corruption laws;

e uncertainty regarding Brexit;

o failure to deliver our products to our customers;
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o the risk of labor shortages or increased labor costs;

e our inability to attract and retain qualified employees;

e our inability to protect our intellectual property or the value of our brand;

e our reliance on the strength and reputation of both the Telepizza and Pizza Hut brands;
e the risk of the termination of our leasing contracts;

e the risk of foodborne illness;

o the departure of key executive management and senior management members;

e disruption of our information technology systems and exposure to security breaches;
e our failure to comply with applicable data protection laws and regulations;

o failure to successfully integrate acquired businesses;

o insufficient level of insurance;

e unanticipated fluctuations in exchange rates;

e the impact of changes in laws and regulations;

e the impact of IFRS 16;

e the impact of Spanish tax legislation;

e the impact of changes in tax laws or our tax position;

e the risk that the Issuer and the guarantors of the Notes are members of a tax consolidated group
and are exposed to additional tax liabilities;

o therisks from legal and arbitration proceedings;

o therisk associated with unforeseen events, such as terrorist attacks, natural disasters or catastrophic
events; and

e other risks associated with our financing, the Notes and our structure.
The risks mentioned above are not exhaustive. Moreover, we operate in a highly competitive and rapidly

changing environment. New risk factors emerge from time to time and it is not possible for us to predict all
such risk factors to our business.
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MANAGEMENT

Foodco Bondco S.A.U. (the “Issuer™)

The Post-Settlement Merger between Tasty Bondco 1, S.A.U. and Foodco Bondco, S.A.U. — which was
identified as “Tasty Bondco 2, S.A.” in the Indenture and the Offering Memorandum — was approved on
December 12, 2019, by the relevant corporate bodies of the merging entities and, on February 26, 2020, the
registration was completed with the Commercial Registry of Madrid. Accordingly, Foodco Bondco S.A.U.
has assumed all obligations of Tasty Bondco 1, S.A.U. as Issuer in respect of the Notes, the Indenture, the
Intercreditor Agreement and any relevant Security Documents in accordance with Spanish law on corporate
reorganizations (Ley 3/2009, de 3 de abril, sobre modificaciones estructurales de las sociedades
mercantiles) and the provisions of the Indenture.

Foodco Bondco S.A.U. is a public limited liability company (sociedad anénima unipersonal) incorporated
under the laws of Spain, and registered with the Commercial Registry of Madrid with registration number
(Numero de Identificacion Fiscal) A88398532. Its registered business address is Calle Isla Graciosa 7, San
Sebastian de los Reyes, 28073, Madrid, Spain.

As of the date of this report, the sole administrator of Foodco Bondco S.A.U. is Pablo Juantegui Azpilicueta.
Telepizza Group S.A.

Telepizza Group S.A. (“Telepizza™) is a public limited company (sociedad andnima) incorporated under
the laws of Spain and registered with the Commercial Registry of Madrid with registration number
AB4342229. Telepizza’s registered business address is Avenida Isla Graciosa, 7, Parque Empresarial La

Marina, 28703 San Sebastian De Los Reyes, Madrid, Spain.

The following table sets forth the names and positions of the key members of the executive management
team at Telepizza as of the date of this report:

Name Position

Pablo Juantegui Azpilicueta Chairman and Chief Executive Officer
Jose Luis Renedo Chief Financial Officer

Fernando Frauca Amorena CEO Latam

Manuel Loring Diaz de Bustamante CEO EMEA

Mar Romero Galan Chief Human Resource Officer

Erik Larsson Chief Marketing Officer

Nacho Martin Garcia Chief Supply Chain Officer

Telepizza Group is managed by a board of directors comprised of six members. Set forth below are the
names and positions of the current members of the board of directors of Telepizza.

Name Position

Pablo Juantegui Azpilicueta Chairman and Chief Executive Officer
John Derkach Director

Tasty Bidco S.L. (represented by Kristin Hall) Director

Javier Gaspar Pardo de Andrade Secretary of the Board
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KPMG Auditores, S.L.
Paseo de la Castellana, 259
28046 Madrid

Independent Auditor's Report on the Consolidated Annual
Accounts

To the shareholders of Telepizza Group, S.A.

Opinion

We have audited the consolidated annual accounts of Telepizza Group, S.A. (the "Parent") and
subsidiaries (together the “Group”), which comprise the consolidated statement of financial position
at 31 December 2019, and the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and consolidated notes.

In our opinion, the accompanying consolidated annual accounts give a true and fair view, in all
material respects, of the consolidated equity and consolidated financial position of the Group at 31
December 2019 and of its consolidated financial performance and consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union (IFRS-EU) and other provisions of the financial reporting framework applicable in
Spain.

Basis for Opinion

We conducted our audit in accordance with prevailing legislation regulating the audit of accounts in
Spain. Our responsibilities under those standards are further described in the Auditor's
Responsihilities for the Audit of the Consolidated Annual Accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those
regarding independence, that are relevant to our audit of the consolidated annual accounts pursuant
to the legislation regulating the audit of accounts in Spain. We have not provided any non-audit
services, nor have any situations or circumstances arisen which, under the aforementioned
regulations, have affected the required independence such that this has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Most Relevant Aspects of the Audit

The most relevant aspects of the audit are those that, in our professional judgement, have been
considered as the most significant risks of material misstatement in the audit of the consolidated
annual accounts of the current period. These risks were addressed in the context of our audit of the
consolidated annual accounts as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these risks.

Recoverable amount of non-financial non-current assets subject to amortisation and depreciation
and/or impairment (see notes 4(h), 8. 9 10 and 11 to the consolidated annual accounts)

At 31 December 2019 the Group has property plant and equipment amounting to Euros 59,668
thousand, goodwill of Euros 398,912 thousand, trademarks amounting to Euros 239,148 thousand,
other intangible assets amounting to Euros 103,640 thousand and right-of-use assets amounting to
Euros 81,677 thousand generated following the application of IFRS 16.

At each reporting date the Group estimates the recoverable amount of goodwill and of the intangible
assets with indefinite useful lives and, when there are indications of impairment, of property, plant
and equipment, other intangible assets and right-of-use assets. To estimate this recoverable amount,
the Group used valuation technigues that require the Directors to exercise judgement and make
assumptions and estimates.

There is a risk that the carrying amount of the assets allocated to the cash-generating units (CGUs)
individually or grouped, depending on each case, may exceed the recoverable amount in outlets,
factories or countries where there could be a temporary decline in the performance of the
businesses.

Due to the significance of the carrying amounts of these assets, the high level of judgement and the
uncertainty associated with the assumptions and estimates used by the Directors in their analysis,
this has been considered a key audit matter.

Our audit procedures included the following:

- evaluating the design and implementation of the controls associated with the process of valuing
these assets.

— analysing the indications of impairment of the outlets and factories, as well as the contractual
rights and other assets with finite useful lives identified by the Directors and Management of the
Group.

— assessing the reasonableness of the methodology used to calculate the recoverable amount and
the main assumptions, with the involvement of our valuation specialists.

— contrasting the consistency of the growth estimates, which have served as a basis for
calculating the recoverable amount, with the budgets approved by the Board of Directors.

— For a sample of ocutlets, we also contrasted the cash flow forecasts estimated in prior years with
the actual cash flows obtained.

— Assessing the sensitivity of certain assumptions to changes that are considered reasonable.

— Evaluating whether the information disclosed in the consolidated annual accounts meets the
requirements of the financial reporting framework applicable to the Group.
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Recoverability of deferred tax assets (see notes 4 (1), 15 and 27 to the consolidated annual accounts)

At 31 December 2019 the Group recognised deferred tax assets amounting to Euros 20,186
thousand, primarily in respect of tax losses pending offset by the Spanish tax group.

The recognition of deferred tax assets entails a high level of judgement by the Directors in assessing
the amount, probability and sufficiency of future taxable profits against which they may be offset,
future reversals of existing taxable temporary differences and the tax planning cpportunities
considered by the Group.

Due to the uncertainty associated with the recoverability of the amounts recognised as deferred tax
assets and the expected recovery period, we consider this to be a key matter in our audit.

Our audit procedures included the following:

— evaluating the design and implementation of the controls associated with the process of
estimating the recoverability of deferred tax assets.

— assessing the reasonableness of the criteria and the main assumptions considered by the Group
in estimating the future taxable profits necessary for offset.

— involving our tax specialists to assess the tax planning strategies and the suitability of the criteria
adopted by the Group in circumstances in which the tax treatment may be uncertain or complex.

— contrasting the profit and loss forecasts used as a basis for recognising deferred tax assets with
the actual results obtained in the current year and evaluating the reasonableness of the time
period in which the Group expects to offset these assets.

— assessing whether the information disclosed in the consolidated annual accounts in relation to
the aforementioned deferred tax assets meets the requirements of the financial reporting
framework applicable to the Group.

Emphasis of Matter

We draw attention to note 32 to the accompanying consolidated annual accounts, in which the
Directors mention the event after the reporting pericd in relation to the health emergency triggered
by the spread of Coronavirus disease (COVID-19) and the main consequences identified at the date
of authorisation for issue of these consolidated annual accounts, considering the difficulties
associated with estimating the potential impact of this situation. Our opinion is not modified in
respect of this matter.
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Other Information: Consolidated Directors’ Report

Other information solely comprises the 2019 consclidated directors' report, the preparation of which
is the responsibility of the Parent's Directors and which does not form an integral part of the
consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not encompass the consolidated
directors' report. Our responsibility as regards the content of the consolidated directors' report is
defined in the legislation regulating the audit of accounts, which establishes two different levels:

a) A specific level applicable to the consolidated non-financial information statement, which
consists solely of verifying that this information has been provided in the consolidated directors'
report, or where applicable, that the consolidated directors' report makes reference to the
separate report on non-financial information, as provided for in legislation, and if not, to report
on this matter.

b) A general level applicable to the rest of the information included in the consolidated directors'
report, which consists of assessing and reporting on the consistency of this information with
the consolidated annual accounts, based on knowledge of the entity obtained during the audit
of the aforementioned accounts and without including any information other than that obtained
as evidence during the audit. Also, assessing and reporting on whether the content and
presentation of this part of the consolidated directors' report are in accordance with applicable
legislation. If, based on the work we have performed, we conclude that there are material
misstatements, we are required to report them.

Based on the work carried out, as described above, we have verified that the consolidated directors’
report states that the information mentioned in section a) above is presented in the consolidated
directors' report of the Tasty Bidco, S.L. group, of which the Group forms part; that the rest of the
information contained in the consolidated directors' report is consistent with that disclosed in the
consolidated annual accounts for 2019; and that the content and presentation of the report are in
accordance with applicable legislation.

Directors' Responsibility for the Consolidated Annual Accounts

The Parent's Directors are responsible for the preparation of the accompanying consolidated annual
accounts in such a way that they give a true and fair view of the consolidated equity, consolidated
financial position and consolidated financial performance of the Group in accordance with IFRS-EU
and other provisions of the financial reporting framework applicable to the Group in Spain, and for
such internal control as they determine is necessary to enable the preparation of consclidated annual
accounts that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated annual accounts, the Parent's Directors are responsible for assessing
the Group's ability to continue 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
liguidate the Group or to cease operations, or have no realistic alternative but to do so.
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Auditor's Responsibilities for the Audit of the Consolidated Annual Accounts

Our objectives are to obtain reasonable assurance about whether the consolidated annual accounts
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's 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 prevailing legislation regulating the audit of accounts in Spain will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence economic decisions of users taken on the basis of these consolidated annual accounts.

As part of an audit in accordance with prevailing legislation regulating the audit of accounts in Spain,
we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

— |dentify and assess the risks of material misstatement of the consolidated annual accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent's Directors.

— Conclude on the appropriateness of the use by the Parent's Directors of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consoclidated annual accounts or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the
underlying transactions and events in a manner that achieves a true and fair view.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated annual accounts.
We are responsible for the direction, supervision and performance of the Group audit. We
remain solely responsible for our audit opinion.
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We communicate with the Directors of the Parent regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

From the significant risks communicated to the Directors of Telepizza Group, S.A., we determine
those that were of most significance in the audit of the consolidated annual accounts of the current
period and which are therefore the most significant risks.

We describe these risks in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

KPMG Auditores, S.L. JAUDITORZ=S
On the Spanish Official Register of IS S JERAS
Auditors {("ROAC") with No. S0702

KPMG AUDITORES, S.L.

2020  NGmM.01/20/04563
Y .

——

t

Carlos Peregrina Garcia
On the Spanish Official Register of Auditors ("ROAC") with No. 15,765

26 March 2020



TELEPIZZA GROUP, S.A. AND SUBSIDIARIES

Consolidated Statement of Financial Position
31 December 2019

(Expressed in thousands of Euros)

Assets 2019 2018

Property, plant and equipment (note 8) 59,668 51,262
Rights-of-use assets (note 9) 81,677 -
Goodwill (note 10) 398,912 397,261
Other intangible assets (note 11) 342,788 341,263
Net investment in subleases (note 9) 54,338 -
Deferred tax assets (note 15) 20,186 39,999
Non-current financial assets (note 11) 26,182 32,493

Total non-current assets 983,751 862,278
Inventories (note 12) 13,097 10,208
Trade and other receivables (note 13) 57,447 40,916
Net investment in subleases (note 9) 12,200 -
Other current financial assets 2,312 2,745
Other current assets 3,620 1,402
Cash and cash equivalents (note 14) 39,776 56,698

Subtotal current assets 128,452 111,969
Non-current assets held for sale (note 6) 22,717 14,981

Total current assets 151,169 126,950

Total assets 1,134,920 989,228

The accompanying notes form an integral part of the consolidated annual accounts for 2019.



TELEPIZZA GROUP, S.A. AND SUBSIDIARIES

Consolidated Statement of Financial Position
31 December 2019

(Expressed in thousands of Euros)

Equity and Liabilities 2019 2018
Share capital (note 16) 25,180 25,180
Share premium 402,759 533,695
Retained earnings 375 60,592
Own shares - (15,500)
Translation differences (12,073) (9,118)
Equity attributable to equity holders of the Parent
and total equity (note 16) 416,241 594,849
Non-controlling interests 1,788 836
Equity 418,029 595,685
Debentures and bonds (note 19(a)) 317,778 -
Loans and borrowings (note 19(a)) - 197,743
Other financial liabilities (note 18) 10,436 11,194
Tax liabilities (note 9) 118,886 -
Deferred tax liabilities (note 15) 77,813 81,955
Provisions (note 20) 734 4,558
Other non-current liabilities (note 1) 14,100 14,686
Total non-current liabilities 539,747 310,136
Debentures and bonds (note 19(a)) 13,798 -
Loans and borrowings (note 19 (b)) 2,500 962
Other financial liabilities (note 18) 1,973 3,291
Tax liabilities (note 9) 44,224 -
Trade and other payables (note 22) 104,036 65,705
Provisions (note 20) - 4,733
Other current liabilities 2,416 4,050
Subtotal current liabilities 168,947 78,741
Liabilities directly associated with non-current assets held for sale: 8,197 4,666
Total current liabilities 177,144 83,407
Total equity and liabilities 1,134,920 989,228

The accompanying notes form an integral part of the consolidated annual accounts for 2019.



TELEPIZZA GROUP, S.A. AND SUBSIDIARIES

Consolidated Income Statement
for the year ended
31 December 2019

(Expressed in thousands of Euros)

Revenues (note 23)

Merchandise and raw materials used (note 12)

Personnel expenses (note 24)

Amortisation and depreciation expenses (notes 8, 9 and 10)
Other expenses (note 25)

Impairment/(Reversal) of non-current assets (note 26)
Other losses

Operating profit/(loss) for the year

Finance income
Finance costs

Loss before tax from continuing operations
Income tax expense (note 27)

Loss for the year from continuing operations
Post-tax loss of discontinued operations

Loss for the year

Profit/(loss) attributable to non-controlling interests
Loss for the year attributable to equity

holders of the Parent

Continuing operations
Discontinued operations

(*) Restated figures

The accompanying notes form an integral part of the consolidated annual accounts for 2019.

2019 2018 (*)
384,361 331,878
(102,007) (94,594)
(94,763) (92,534)
(36,781) (15,835)
(132,675) (113,806)
(17,740) (7,200)
(2,842) (1,196)
(2,447) 6,713
3,777 1,230
(31,126) (8,246)
(29,796) (303)
(18,238) (2,503)
(48,034) (2,806)
(6,851) (6,811)
(54,885) (9,617)
(1,121) (668)
(49,155) (3,474)
(6,851) (6,811)
(56,006) (10,285)




TELEPIZZA GROUP, S.A. AND SUBSIDIARIES
Consolidated Statement of Comprehensive Income
for the year ended
31 December 2019

(Expressed in thousands of Euros)

2019 2018(*)
Loss for the year (54,885) (9,617)
Other comprehensive income:
Items that will be reclassified to profit or loss
Translation differences of financial statements
of foreign operations (3,000) (4,048)

Total comprehensive income for the year (57,885) (13,665)
Profit/(loss) attributable to non-controlling interests (1,121) (668)
Total comprehensive income/(loss) for the year attributable
to equity holders of the Parent (59,006) (14,333)

The accompanying notes form an integral part of the consolidated annual accounts for 2019.



Balance at 31/12/2017
Prior years corrections

Transition to new standards (note 2(d))

Balance at 01/01/2018

Transactions with own shares
Dividends

Share-based payments (note 20(b))
Profit/(loss) for the year

Balance at 31/12/2018
Prior years corrections
Transition to new standards (note 2(d))

Balance at 01/01/2019

Transactions with own shares
Dividends

Disposals of entities

Share-based payments (note 20(b))
Profit/(loss) for the year

Balance at 31/12/2019

TELEPIZZA GROUP, S.A. AND SUBSIDIARIES
Consolidated Statement of Changes in Equity
for the year ended
31 December 2019

(Expressed in thousands of Euros)

Prior years’ Non-
profit Other equity Translation controlling Total
Share capital  Share premium  Own shares and loss instruments differences interests Equity
25,180 533,695 - 81,432 - (5,070) 158 635,395
- - - (1,554) - - 10 (1,544)
- - - (5,209) - - - (5,209)
25,180 533,695 - 74,669 - (5,070) 168 628,642
- - (15,500) - - - - (15,500)
- - - (6,370) - - - (6,370)
- - - - 2,578 - - 2,578
- - - (10,285) - (4,048) 668 (13,665)
25,180 533,695 (15,500) 58,014 2,578 (9,118) 836 595,685
. _ - (868) - - - (868)
- - - (5,254) - - - (5,254)
25,180 533,695 (15,500) 51,892 2,578 (9,118) 836 589,563
- - 15,500 928 - - 16,428
- (130,936) - - - (130,936)
- - - 124 - 45 (169) -
- - - - 859 - - 859
- - - (56,006) - (3,000) 1,121 (57,885)
25,180 402,759 - (3,062) 3,437 (12,073) 1,788 418,029

The accompanying notes form an integral part of the consolidated annual accounts for 2019.



TELEPIZZA GROUP, S.A. AND SUBSIDIARIES

Consolidated Statement of Cash Flows
for the year ended
31 December 2019

(Expressed in thousands of Euros)

2019 2018
Cash flows from operating activities
Post-tax profit/(loss) of discontinued operations (6,854) (4,109)
Profit/(loss) for the year from continuing operations (29,796) (3,005)
Adjustments for:
Amortisation and depreciation (notes 8, 9 and 10) 36,781 16,530
(Reversal of) impairment losses (note 26) 17,740 7,444
Finance income (3,777) (1,230)
Finance costs 31,126 8,449
Losses on disposal of property, plant and equipment and other losses 2,842 1,042
Share-based payment costs 2,240 3,365
Expenses/Reversals of provisions (3,185) 8,418
Impairment of trade receivables (note 13) 12,246 1,000
Other adjustments of discontinued operations 4,453 431
63,816 38,335
Change in working capital
(Increase)/decrease in inventories (2,889) 909
(Increase)/decrease in trade and other receivables (27,168) (3,365)
(Increase)/decrease in other current and non-current asset 2,918 4772
Increase/(decrease) in trade and other payables 38,331 2,433
Increase/(decrease) in provisions (788) (151)
Increase/(decrease) in other current and non-current liabilities (2,978) (2,568)
Changes in working capital due to discontinued operations 2,071 (588)
Cash generated from operations 9,497 1,442
Interest received 1,225 1,230
Interest paid (8,048) (7,326)
Income tax paid (7,751) (6,455)
Net cash from operating activities 58,739 27,226
Cash flows from investing activities
Proceeds from sale of property, plant and equipment and intangible assets 12,626 7,483
Acquisition of property, plant and equipment (36,596) (15,735)
Acquisition of intangible assets (33,346) (5,424)
Acquisition of subsidiaries, net of cash and cash equivalents - (21,621)
Cash flows from (used in) discontinued operations (789) (482)
Income from sub-leases 11,229 -
Net cash used in investing activities (46,876) (35,779)
Cash flows from financing activities
Issuance of debentures and bonds, net of issue costs 316,237 -
Cancellation of borrowings from credit institutions (200,000) -
Issuance of debt with credit institutions 2,343 -
Treasury shares sold/(acquired) 16,428 (15,500)
Dividends paid (130,936) (6,370)
Lease liability payments (32,911) -
Net cash from (used in) financing activities (28,839) (21,870)
Net increase/(decrease) in cash and cash equivalents (16,976) (30,423)
Cash and cash equivalents at 1 January 56,698 87,279
Effect of exchange differences 54 (158)
Cash and cash equivalents at 31 December 39,776 56,698

The accompanying notes form an integral part of the consolidated annual accounts for 2019.



TELEPIZZA GROUP, S.A.
AND SUBSIDIARIES

Notes to the Consolidated Annual Accounts

31 December 2019

(1) Nature, Activities and Composition of the Group

Telepizza Group, S.A. (the Company or the Parent) was incorporated with limited liability under
Spanish law on 11 May 2005 under the name of Bahiaflora Inversiones, S.L. On 30 June 2005
the Company changed its name to Foodco Pastries Spain, S.L. In accordance with the minutes
of the decisions taken by the Sole Shareholder on 22 January 2016 and raised to public deed
on 05 February 2016, approval was given to transform the Company into a corporation
(sociedad anénima) and to issue new articles of association to reflect the new corporate
structure. On 17 March 2016 the Company changed its name to the current one. From 27 April
2016 through 26 June 2019, the Company's shares were traded on the stock exchanges of
Madrid, Barcelona, Bilbao and Valencia; these shares being freely transferable. The
Company's registered office is located at Calle Isla Graciosa, 7, San Sebastian de los Reyes,
(Madrid, Spain).

On 21 December 2018, the Company's main shareholder, KKR Credit Advisors (US), LLC,
announced its intention to acquire all the shares in Telepizza Group, S.A., so as to delist the
Company from the Spanish stock market. The price offered was Euros 6 per share. The
takeover was approved by the Spanish National Securities Market Commission (CNMV) on
28 April 2019, the results were made public on 9 May 2019, and the process concluded on 13
May 2019. As a result of the takeover, Tasty Bidco, S.L.U., a company belonging to KKR
Credit Advisors (US), LLC, became the main shareholder of Telepizza Group, S.A.

The statutory activity of the Company consists of carrying out economic studies, promoting sales
of all types of products on behalf of the Company or third parties, including door-to-door
advertising, import and export of all types of products and raw materials, manufacturing,
distributing and commercialising products for human consumption and leasing machinery and
equipment. The aforementioned statutory activities can be entirely or partially carried out,
directly or indirectly, through the holding of shares or interests in companies that perform
these activities either in Spain or abroad. The Company shall not carry out any activities that
are subject to specific legal conditions or requirements without complying in full therewith.

The principal activity of the Company is the holding of the interest in Foodco Bondco, S.A (at
31 December 2018 in Tele Pizza, S.A.) and the rendering of corporate and strategic
management-related services on behalf Foodco Bondco, S.A, Tele Pizza, S.A. and other
Group companies.

(Continta)
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TELEPIZZA GROUP, S.A.
AND SUBSIDIARIES

Notes to the Consolidated Annual Accounts

The principal activity of its subsidiaries consists of the management and operation of retail outlets

under the brand names of “telepizza”, “Pizza World”, “Jeno’s Pizza” and “Apache”, which
sell food for consumption at home and on the premises. At 31 December 2019, this activity is
carried out through 439 own outlets and 2,159 franchises (439 own outlets and 1,234
franchises in 2018), located mainly in Spain, Portugal, Poland, Chile, Colombia, Ecuador,
Switzerland, Ireland, the Czech Republic, Guatemala and El Salvador. The Group also carries
out its activity through master franchises located in Guatemala, El Salvador, Russia, Angola
and Bolivia.

The Group purchases cheese in Spain through a supplier with whom it has signed a long-term

exclusivity agreement and agreed a minimum annual volume. This agreement offers flexibility
and enables optimum inventory management. Through its factory and logistics centre in
Daganzo (Madrid), Tele Pizza, S.A. supplies all the outlets in Spain and Portugal that are
directly operated by the Group or through its franchises. In addition, the Group owns another
six factories in other countries in which it carries out its activity and which also serve as
logistics centres. The high volume of purchases gives rise to economies of scale and facilitates
the uniformity of the products purchased.

The franchise activity consists mainly of advising on the management of third parties' outlets that

operate under the “telepizza”, “Pizza Hut”, “Pizza World”, “Jeno’s Pizza” and “Apache”
brand names. The Telepizza Group receives a percentage of its franchisees’ sales (royalties)
for these services. The Group centralises in a number of territories the promotional and
advertising activities for all the outlets operating under the aforementioned brand names and
receives a percentage of its franchisees’ sales as advertising revenues. In addition, the Group
subleases some of the premises in which its franchisees carry out their activity and provides
personnel management services, such as preparing the payroll for some its franchisees.

The master franchise activity includes the operations carried out in those countries in which the

Group does not operate directly because it has signed a contract licensi