38

Principal Risks and Uncertainties

Management
Process

Our approach to Risk Management

The Board has overall accountability for ensuring that risk

is effectively managed across the Group and, on behalf of
the Board, the Audit Committee coordinates and reviews the
effectiveness of the Group's risk management process.

Risks are reviewed by all of our businesses on an ongoing basis
and are measured against a defined set of likelihood and impact
criteria. This is captured in consistent reporting formats enabling
the Audit Committee to review and consolidate risk information
and summarise the principal risks and uncertainties facing the
Group. Wherever possible, action is taken to mitigate, to an
acceptable level, the potential impact of identified principal risks
and uncertainties.

“"We believe that effective risk
management is critical to the
achievement of our strategic
objectives and the long-term
sustainable growth of our business.
The Board continues to take a
proactive approach to recognising
and mitigating risk with the aim
of protecting its employees and
customers and safeguarding the
interests of the Group and its
stakeholders".

Risk Rating Risk Level Action
@20+ Very High Risk Stop
12t0 16 High Risk Urgent Action
8to 10 Medium Risk Action
4t0 6 Low Risk Monitor
@®1t03 Very Low Risk No Action

The Board formally reviews the most significant risks facing the
Group atits February and August meetings, or more frequently
should new matters arise. Throughout 2020, and other than as
described below, the overall risk environment remained largely
unchanged from that reported within the Group's 2019 Annual
Report.

Severe 5

5 Significant 4
g Moderate 3
2 Minor 2
Insignificant 1

1

2 3

Improbable

Remote

Almost
Certain

Possible
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Risk Appetite

The Board interprets appetite for risk as the level of risk that the
Company is willing to take in order to meet its strategic goals.
The Board communicates its approach to, and appetite for, risk
to the business through the strategy planning process and the
internal risk governance and control frameworks. In determining
its risk appetite, the Board recognises that a prudent and robust
approach to risk assessment and mitigation must be carefully
balanced with a degree of flexibility so that the entrepreneurial
spirit which has greatly contributed to the success of the Group
is not inhibited. Both the Board and the Audit Committee
remain satisfied that the Group's internal risk control framework
continues to provide the necessary element of flexibility without
compromising the integrity of risk management and internal
control systems.

Emerging Risks

The Board has established processes for identifying emerging
risks, and horizon scanning for risks that may arise over the
medium to long term. Emerging and potential changes to

the Group's risk profile are identified through the Group's risk
governance frameworks and processes, and through direct
feedback from management, including changing operating
conditions, market and consumer trends.

COVID-19 Pandemic

The Group set out in its 2019 Annual Report and Accounts

the principal risks and uncertainties that could impact its
performance. At that time, we commented that whilst we had
not seen any impact on trading from the COVID-19 pandemic, we
would continue to monitor the situation and seek to mitigate any
resultant impact. The pandemic developed quickly thereafter
and, in response, the Group promptly introduced a number of
monitoring and mitigating activities, including:

- amulti-function senior management team which closely
monitors the latest developments, assessing risks, providing
guidance, and implementing preventative policies in line with
government regulations and recommendations;

- theimplementation of personal protection measures at all of
our sites, intensified hygiene and social distancing protocols
and, where possible, remote working for employees;

- raising employee awareness of the cyber security risks
and implementing additional security measures related to
remote working;

- controlling costs and slowing down capital expenditure to
protect cash flow and securing robust liquidity;

. bolstering the Group's liquidity position; and

- monitoring the impact on business operations, such as
the Group's supply chain, credit risk events and business
interruptions and implementing prompt interventions when
necessary.
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Principal Risks and Uncertainties
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Whilst we have not established a new principal risk for the COVID-19 pandemic, or for future potential pandemics, the Board has
specifically considered how our principal risks and uncertainties have been impacted by it, as set out below.

Risk COVID-19 Impact

Health and Safety

Health and safety in the workplace is an extremely
important consideration for any employer. Legislation
is often complex and fast-changing and failure to
ensure our employees remain safe at work may lead to
serious business interruption and potential damage to
reputation.

Economic Conditions

Our business could be susceptible to adverse changes
in, inter alia, economic conditions and customer
spending habits, which could impact our profitability
and cash flow.

Loss of a Processing Facility

The loss of a key processing facility could result in
significant disruption to our business, due to the high
utilisation of plant capacity.

Customers

For our businesses to grow organically, we are

reliant on securing and retaining a diverse range of
customers. A reliance on any one particular customer
or group of customers may present a risk to the future
cash flows of the Group should they not be retained.

Adverse economic conditions may lead to an increased
number of our customers and clients being unable to
pay for existing or additional products and services.

Competition

We operate in a highly competitive marketplace.
Aggressive pricing from our competitors could cause a
reduction in our revenues and margins.

Increased amount of health and safety legislation and guidelines
introduced in response to COVID-19.

The Group has followed all relevant guidelines to ensure that its facilities
are COVID secure. While the potential risk has increased during the
period due to COVID-19, the Directors' assessment is that this increase
has been mitigated by the measures implemented.

The extraordinary and unprecedented events arising in 2020
exasperated this risk as a result of the various lockdowns and
restrictions imposed across the UK in response to COVID-19 pandemic.
HORECA customers may delay opening until they are confident of
demand for their own services having returned to more normalised
levels.

In response to COVID-19, we have implemented action plans to protect
the liquidity of the Group and to reduce the cost base. We continue to
review our cost base for additional savings.

Historically, the loss of a processing facility would most likely be as a
result of flooding or fire, however, a site may now temporarily become
unavailable as a result of Government guidance changes, on either a
localised or national level, in response to COVID-19. Similarly, a localised
outbreak of COVID-19 may also lead to the temporary closure of a site.

A wide geographic spread of processing facilities mitigates the effect
of a temporary loss of any single facility as our estate provides us the
ability to relocate the processing of work. Detailed plans are in place for
the processing to be relocated quickly and efficiently.

COVID-19 may lead to a higher number of customer closures than we
would ordinarily experience and, as set out above, customers may delay
opening until they are confident of demand for their own services having
returned to more normalised levels.

Our business model is structured so that we are not reliant on one
particular customer or group of customers and we have limited
concentration of credit risk with regard to trade receivables given the
diverse and unrelated nature of the Group's customer base.

Given the diversity of our customer base and the various industries which
we serve, it is generally possible to contain the impact of these adverse
conditions. Any adverse impact on cash flow could be mitigated in the
short term by controls over capital expenditure and other discretionary
spend.

Competitors may seek to aggressively price contracts in order to backfill
volume lost during the pandemic, particularly as they may not have
access to the same level of liquidity as the Group.

The Group will continue to differentiate its proposition and focus on our
points of strength, such as transparency of our pricing, flexibility in our
cost base, quality and value of service and innovation.



Risk COVID-19 Impact

Recruitment, Retention and Motivation of Employees

As a service orientated Group, retaining and The Group has established training, development, performance
motivating the best people with the right skills, at management and reward programmes to retain, develop and motivate
all levels of the organisation, is key to the long-term our people. The Group regularly reviews the adequacy and strength
success of the Group. Short term disruption could occur of its management teams to ensure that appropriate experience and

if a key member of our team was unavailable at short training is given such that there is not over reliance on any one individual.

notice, either on a temporary or permanent basis. .
As a consequence of COVID-19 and/or the measures implemented by

authorities to combat COVID-19, the Group may experience material
labour shortages, particularly in the short-term. By virtue of the size of
the Group, we are able to reallocate work across our estate in the event
of employee unavailability in a particular location.

Information Systems and Technology
The digital world creates many risks for a business The adoption of alternative working practices during the pandemic may
including technology failures, loss of confidential data have increased our exposure to external threats.

and damage to brand reputation. . .
We seek to assess and manage the effectiveness of our security

infrastructure and our ability to effectively defend against current and
future cyber risks by using analysis tools and experienced professionals
to evaluate and mitigate potential impacts. Throughout the pandemic,
the Group has increased its focus in this area as well as regularly
educating users of the increased risk of cyber-attacks.

The Board will continue to closely monitor the situation over the coming period and will take any required action to maintain control
over the impact.

Brexit

The impact of the UK's decision to exit the European Union (Brexit) remains high on our agenda. The Board continues to view the
potential impact of Brexit as an integral part of our principal risks rather than as a standalone risk.

We perceive the main risks as a potential delay on imports as well as an increase in costs and tariffs on those imports, however, in our
risk mitigation planning we have sought to ensure that our key suppliers had the correct customs documentation in place for 1 January
2021. We also planned for increased stock holding of linen and garments within the UK. We are also aware that the recent changes to
the UK's immigration system may have an impact on employee availability, particularly in the short-term, in certain regions where we
operate. By virtue of the size of the Group, we are able to reallocate work across our estate in the event of employee unavailability in a
particular location.

The Board will continue to monitor the potential impact and the Company will take necessary mitigating actions as appropriate.
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Principal Risks and Uncertainties

The principal risks and uncertainties affecting the Group are set out below, together with details on how the Board takes action to
mitigate each risk. These risks and uncertainties do not comprise all of the risks that the Group may face and are not necessarily listed
in any order of priority. Additional risks and uncertainties not presently known to the Board, or deemed to be less material at the date
of this Annual Report, may also have an adverse effect on the Group. For each principal risk we have set out the risk rating that has
been attributed to each risk. Risk ratings are shown as 'net'i.e. the residual risk rating taking account of the controls and mitigation in
place.

In accordance with the provisions of the UK Corporate Governance Code, the Board has taken into consideration the principal risks and
uncertainties in the context of determining whether to adopt the going concern basis of preparation and when assessing the future
prospects of the Group.

Risk Mitigation

ECONOMIC CONDITIONS

Risk Rating: High

Our business could be susceptible to adverse changes Given the diversity of our customer base and the various industries which
in, inter alia, economic conditions, employment levels we serve, it is generally possible to contain the impact of these adverse
and customer spending habits, all of which could conditions. Each business continually reviews its routes to market,
impact our profitability and cash flow. changes in customer demands and expectations and cost base so that it

can react appropriately to the impact of the wider economy.
The extraordinary and unprecedented events arising PLRCL 4 P v

in 2020 exasperated this risk as a result of the various Any adverse impact on cash flow could be mitigated in the short term by
lockdowns and restrictions imposed across the UK in controls over capital expenditure and other discretionary spend.
response to COVID-19 pandemic.

In response to COVID-19, we have implemented action plans to protect
the liquidity of the Group and to reduce the cost base. We continue to
review our cost base for additional savings.

FAILURE OF STRATEGY

Risk Rating: High

Our current business model sets out our intentions There is considerable knowledge and expertise within the Group with

to expand the Group by actively pursuing strategic regard to acquisitions. An experienced acquisition team, together with
acquisition opportunities within the textile services external advisors where appropriate, is involved in all acquisition activity
market. Failure to identify suitable targets, or failure to and we have a proven track record of successfully integrating businesses
successfully integrate them, would adversely impact into the wider Group.

our growth plans and potentially lead to lower investor

Whilst the main challenge, particularly given the current economic
environment, is in identifying suitable targets and determining an
appropriate level of consideration on acceptable terms, our knowledge
of and relationships with other market participants leaves us well
positioned to take advantage of opportunities.

confidence.

LOSS OF A PROCESSING FACILITY

Risk Rating: High
The loss of a key processing facility could result in A wide geographic spread of processing facilities mitigates the effect
significant disruption to our business. of a temporary loss of any single facility as our estate provides us the

ability to relocate the processing of work. Detailed business continuity
plans are in place for the processing to be relocated quickly and
efficiently, as demonstrated in January 2020 following a fire at our
Johnsons Workwear site in Exeter.

Furthermore, insurance cover is in place such that the increased
cost of working following a loss of processing capacity may, in some
circumstances, be recovered.



Risk Mitigation

Our objective is always to deliver the right level of We seek to manage the impact of cost inflation by continuing to drive
service in the most efficient way. An increase in the greater efficiencies through supplier rationalisation, labour scheduling
cost of labour or supplies could constitute a risk to and productivity improvements, the latter of which is evidenced by our
our ability to do this. For example, the introduction of ongoing investment in state of the art, energy efficient machinery.

the National Living Wage in April 2016 had a material

impact on our cost base and will continue to do so. Cost indexation in certain of our contracts also gives us the contractual

right to review pricing with our customers.

In previous years, the Group has stated that as Our increasing geographic coverage allows for work transfers to ease
demand increases our facilities may not be able to short term processing gaps, however, the identification of suitable
process the increased volume or may not be able processing facilities in the right location remains a priority.

to process it efficiently. Whilst the current COVID-19
pandemic has temporarily reduced demand for our
services, this risk will return as markets recover.

The Group has adopted a lead strategy by adding capacity in
anticipation of an increase in demand, for example, the recent
construction of our new high-volume hotel linen site in Leeds.
Production efficiencies reduce if plants are processing

too much work, quality may decline and machinery

break downs are likely to increase in frequency.

We may not be able to tender for further work due to
capacity issues.

For our businesses to grow organically, we are We have strategies which strengthen our long-term relationships

reliant on securing and retaining a diverse range of with our customers based on quality, value and innovation. Regular
customers. A reliance on any one particular customer customer feedback surveys are undertaken across the Group and, where
or group of customers may present a risk to the future applicable, appropriate action taken.

cash flows of the Group should they not be retained. . . .
Our business model is structured so that we are not reliant on one

Adverse economic conditions may lead to an increased particular customer or group of customers.
number of our customers and clients being unable to

pay for existing or additional products and services. The Group has limited concentration of credit risk with regard to trade

receivables given the diverse and unrelated nature of the Group's
customer base.

We operate in a highly competitive marketplace. We aim to minimise this by continuing to promote our differentiated
Aggressive pricing from our competitors could cause a propositions and focusing on our points of strength, such as
reduction in our revenues and margins. transparency of our pricing, flexibility in our cost base, quality and value

. . of service and innovation.
The levels of concentration and outsource penetration

vary by region and by sector. Some markets are We are using our knowledge and experience which will help us to
relatively concentrated with two or three key counter any potential risk and to capitalise on any opportunities.
players whilst others are highly fragmented and

offer significant opportunities for consolidation and

penetration.
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Risk Mitigation

As a service orientated Group, attracting, retaining
and motivating the best people with the right skills, at
all levels of the organisation, is key to the long-term
success of the Group.

Occasionally, the Group has faced resourcing
challenges in some parts of its businesses due to a
lack of industry experience amongst candidates and
appropriately qualified people as well as the seasonal
nature of some of our business. The recent changes

to the UK's immigration system could have an impact
on employee availability in certain regions where we
operate.

Short term disruption could occur if a key member of
our team was unavailable at short notice, either on a
temporary or permanent basis. The current economic
conditions may increase the risk of attrition in critical
senior management positions.

Health and safety in the workplace is an extremely
important consideration for an employer. Legislation
is complex and failure to ensure that our employees
remain safe at work may lead to serious business
interruption and could result in criminal and civil
prosecution, increased costs and potential damage to
our reputation.

Ineffective management of compliance with

increasingly complex laws and regulations, or evidence
of fraud, bribery and corruption could have an adverse

effect on the Group's reputation and could result in
an adverse impact on the Group's performance if
significant financial penalties are levied or a criminal

action is brought against the Company or its Directors.

The Group aims to mitigate this risk by time critical targeted resource
management and has established training, development, performance
management and reward programmes to attract, retain, develop and
motivate our people.

The Group has also embarked on a process of employee engagement
reviews, led by an external consultant, and operates a number of well-
established initiatives in response to our people's needs. One initiative
arising from the employee engagement review is an 'introduce a friend
scheme' which we anticipate rolling out during 2021.

The Group regularly reviews the adequacy and strength of its
management teams to ensure that appropriate experience and training
is given such that there is not an over reliance on any one individual.

Furthermore, the Group has continued to develop succession planning as
part of the development programmes for our people.

The Group has policies, procedures and standards in place to ensure
compliance with legal obligations and industry standards. Regular
health and safety audits and risk assessments are undertaken across
the Group.

All Board and management meetings throughout the Group feature a
health and safety update as an agenda item.

The Group's zero tolerance based Code of Ethics (the ‘Code’) governs all
aspects of our relationships with our stakeholders and, in conjunction
with our dedicated Whistleblowing Hotline, is aimed at promoting a
strong culture of integrity throughout the Group. All alleged breaches of
the Code, including any allegations of fraud, are investigated and action
taken where appropriate.

The Group's procedures include regular operating reviews, underpinned
by a continual focus on ensuring the effectiveness of internal controls.
The Group undertakes a robust risk management assessment that helps
properly identify major risks and ensures the internal control framework
remains effective through regular monitoring, testing and review.
Emerging Regulatory and compliance risks are included in this process
to enable visibility and planning to address them.

Regulation and compliance risk is also considered as part of our annual
business planning process.



Risk Mitigation

The digital world creates many risks for a business
including, but not limited to, technology failures, loss
of confidential data and damage to brand reputation
through, for example, the increased and instantaneous
use of social media.

Disruption caused by the failure of key software
applications, security controls or underlying
infrastructure could delay day to day operations and
management decision making.

The use of sophisticated phishing and malware attacks
on businesses is rising with an increase in the number
of companies suffering operational disruption and loss
of data.

Climate change is increasingly becoming more
significant and we foresee that, over time, it may have
a greater impact on the Group's operations.

For example, unpredictable weather patterns brought
about by climate change are leading to increasingly
more intense storms and flash flooding.

The industry we operate in is, by its very nature,

energy intensive. Climate change is important to us

as a business and to our stakeholders and we are
committed to energy efficiency improvement and
reducing our greenhouse gas emissions, however, there
remains the potential for us to see increases in both the
cost of energy as well as the potential introduction of
associated levies or taxation.

We seek to assess and manage the effectiveness of our security
infrastructure and our ability to effectively defend against current and
future cyber risks by using analysis tools and experienced professionals
to evaluate and mitigate potential impacts.

We also have in place appropriate crisis management procedures

to handle issues in the event of our defences being breached. This is
supported by using industry standard tooling, experienced professionals
and partners and regular compliance monitoring to evaluate and
mitigate potential impacts.

We are focused on the need to maximise the effectiveness and security
of our information systems and technology as a business enabler and to
reduce both cost and exposure as a result.

Detailed business continuity plans are in place for the processing to
be relocated quickly and efficiently, as demonstrated in February
2020 following a flood at our Johnsons Workwear site in Treforest.
Furthermore, material damage and business interruption insurance
cover is in place such that damage to property and the increased
cost of working following a loss of processing capacity may, in some
circumstances, be recovered.

The Group seeks to minimise volatility and manage price risk through
hedging and forward buying arrangements for its diesel, electricity and
gas requirements.

Whilst we are unable to eradicate the risk of energy levies and/or taxes
being introduced, we seek to mitigate such risk by continually investing
in our sites and installing the latest technologically efficient machinery,
for example, water and heat recovery systems.
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