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This document comprises a prospectus (the “Prospectus™) for the purposes of Article 3 of European
Union Directive 2003/71/EC, as amended (the “Prospectus Directive”) relating to The Gym Group plc
(the “Company”) prepared in accordance with the Prospectus Rules of the Financial Conduct Authority
(the “FCA”) made under section 73A of the Financial Services and Markets Act 2000 (the “FSMA”), and
has been prepared in connection with the offer of ordinary Shares of the Company (the “Ordinary
Shares”) to certain institutional investors (the “Offer”) as described in Part 13: “Details of the Offer”. The
Prospectus will be made available to the public in accordance with the Prospectus Rules.

Application has been made to the FCA for all of the Ordinary Shares issued and to be issued in connection
with the Offer to be admitted to the premium listing segment of the Official List of the FCA and to
London Stock Exchange plc (the “London Stock Exchange”) for all of the Ordinary Shares to be admitted
to trading on the Main Market of the London Stock Exchange for listed securities (together,
“Admission”). Conditional dealings in the Ordinary Shares are expected to commence on the London
Stock Exchange at 8:00 a.m. on 9 November 2015. It is expected that Admission will become effective, and
that unconditional dealings in the Ordinary Shares will commence at 8:00 a.m. on 12 November 2015. All
dealings before the commencement of unconditional dealings will be on a “when issued” basis and of no
effect if Admission does not take place. Such dealings will be at the sole risk of the parties concerned. No
application is currently intended to be made for the Ordinary Shares to be admitted to listing or dealt with
on any other exchange. The new Ordinary Shares issued by the Company will rank pari passu in all respects
with each other and with the existing Ordinary Shares, including the right to receive dividends or other
distributions declared, made or paid after Admission.

The directors of the Company, whose names appear on page 37 of this Prospectus (the “Directors™), and
the Company accept responsibility for the information contained in this Prospectus. To the best of the
knowledge of the Directors and the Company (each of whom has taken all reasonable care to ensure that
such is the case), the information contained in this Prospectus is in accordance with the facts and contains
no omission likely to affect the import of such information.

Prospective investors should read this Prospectus in its entirety. See “Risk Factors” in
Part 1 for a discussion of certain risks and other factors that should be considered prior to
any investment in the Ordinary Shares.

the
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The Gym Group plc

(Incorporated under the Companies Act 2006 and registered in England and Wales with registered
number 8528493)

Offer of 64,068,246 Ordinary Shares of 0.01 pence each
at an Offer Price of 195 pence per Ordinary Share
and admission to the premium listing segment of the Official List
and to trading on the Main Market of the London Stock Exchange

Joint Global Co-ordinators and Joint Sponsors

Barclays Numis
Lead Manager

Peel Hunt

ISSUED ORDINARY SHARE CAPITAL IMMEDIATELY FOLLOWING ADMISSION

Issued and fully paid

Ordinary Shares of Number Nominal Value

0.01 pence 128,105,275 £12,810.5275




The Company is offering 46,113,007 new Ordinary Shares (the “New Ordinary Shares”) and the Selling
Shareholders are selling in aggregate 17,955,239 existing Ordinary Shares (the “Existing Ordinary
Shares”, and together with the New Ordinary Shares, the “Offer Shares”) under the Offer. The Company
will not receive any of the proceeds of any sale of Existing Ordinary Shares, all of which will be received by
the Selling Shareholders. The Offer is conditional, inter alia, on Admission taking place on or before
8:00 a.m. on 12 November 2015 (or such later time and/or date as the Company and the Joint Global
Co-ordinators may agree). The New Ordinary Shares will, upon Admission, rank equally in all respects
with the Ordinary Shares in issue prior to Admission, including the right to receive all dividends or other
distributions declared, made or paid on the Ordinary Shares after Admission. The Offer Shares are not
being made generally available to the public in conjunction with the Offer.

Barclays Bank PLC (“Barclays”) and Numis Securities Limited (“Numis”) have been appointed as joint
sponsors, as joint global co-ordinators and as joint bookrunners (together the “Joint Sponsors”, the “Joint
Global Co-ordinators” and the “Joint Bookrunners™). Peel Hunt LLP (“Peel Hunt”) has been appointed as
lead manager (the “Lead Manager” and together with Joint Global Co-ordinators, the “Underwriters”).
Barclays Capital Securities Limited (“BCSL”) has been appointed as settlement manager (the “Settlement
Manager” and together with the Underwriters, the “Banks”). Each of Barclays and BCSL, authorised by
the Prudential Regulation Authority and regulated by the FCA and the Prudential Regulation Authority in
the United Kingdom, Numis and Peel Hunt, both of whom are authorised and regulated by the FCA in the
United Kingdom, is acting exclusively for the Company and no one else in connection with the Offer, and
will not regard any other person (whether or not a recipient of this Prospectus) as a client in relation to the
Offer and will not be responsible to anyone other than the Company for providing the protections afforded
to their respective clients nor for giving advice in relation to the or any transaction or arrangement referred
to in this Prospectus. Apart from the responsibilities and liabilities, if any, which may be imposed on any of
the Banks by the FSMA or the regulatory regime established thereunder, or under the regulatory regime
of any jurisdiction where the exclusion of liability under the relevant regulatory regime would be illegal,
void or unenforceable, none of the Banks accepts any responsibility whatsoever for, or makes any
representation or warranty, express or implied, as to the contents of this document or for any other
statement made or purported to be made by it, or on its behalf, in connection with the Company, the
Ordinary Shares or the Offer and nothing in this Prospectus will be relied upon as a promise or
representation in this respect, whether or not to the past or future. Each of the Banks accordingly
disclaims, to the fullest extent permitted by applicable law, all and any responsibility or liability, whether
arising in tort, contract or otherwise (save as referred to above), which it might otherwise have in respect of
this Prospectus or any such statement.

In connection with the Offer, the Banks and any of their respective affiliates acting as an investor for its or
their own account(s) may purchase Ordinary Shares and, in that capacity, may retain, purchase, sell, offer
to sell or otherwise deal for its or their own account(s) in such securities, any other securities of the
Company or other related investments in connection with the Offer or otherwise. Accordingly, references
in this Prospectus to the Ordinary Shares being offered, sold or otherwise dealt with should be read as
including any offer to purchase or dealing by the Banks or any of them and any of their affiliates acting as
an investor for its or their own account(s). In addition, certain of the Banks and any of their respective
affiliates may in the ordinary course of their business activities enter into financing arrangements
(including swaps) with investors in connection with which such Banks (or their affiliates) may from time to
time acquire, hold or dispose of Ordinary Shares. The Banks do not intend to disclose the extent of any
such investment or transactions otherwise than in accordance with any legal or regulatory obligation to do
SO.

Each of the Banks and any of their respective affiliates may have engaged in transactions with, and
provided various investment banking, financial advisory and other services for, the Company and the
Selling Shareholders for which they would have received customary fees. Each of the Banks and their
respective affiliates may provide such services to the Company and/or the Selling Shareholders and any of
their respective affiliates in the future.

Without prejudice to any legal or regulatory obligation of the Company to publish a supplementary
prospectus pursuant to section 87G of FSMA and paragraph 3.4 of the Prospectus Rules, neither the
delivery of this Prospectus nor any purchase of Shares made pursuant to it will, under any circumstances,
create any implication that there has been no change in the affairs of the Company and the Group since, or
that the information contained herein is correct at any time subsequent to, the date of this Prospectus.

Recipients of this Prospectus are authorised solely to use it for the purpose of considering the subscription
for or acquisition of the Ordinary Shares and may not reproduce or distribute this Prospectus, in whole or
in part, and may not disclose any of the contents of this Prospectus or use any information herein for any
purpose other than considering an investment in the Ordinary Shares. Such recipients of this Prospectus
agree to the foregoing by accepting delivery of this Prospectus.

This Prospectus does not constitute or form part of any offer or invitation to sell or issue, or any
solicitation of any offer to purchase or subscribe for, any securities other than the securities to which it



relates or any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for,
such securities by any person in any circumstances in which such offer or solicitation is unlawful.

Prior to making any decision as to whether to invest in the Ordinary Shares, prospective investors should
read this Prospectus in its entirety. In making an investment decision, prospective investors must each rely
upon his or her own examination, analysis and enquiries of the Company and the terms of this Prospectus,
including the merits and risks involved. No person has been authorised to give any information or make
any representations other than those contained in this Prospectus and, if given or made, such information
or representations must not be relied on as having been authorised by the Company, the Selling
Shareholders or any of the Banks.

None of the Company, the Directors, the Banks, the Selling Shareholders or any of their respective
affiliates or representatives is making any representation to any prospective investor in the Ordinary
Shares regarding the legality of an investment in the Ordinary Shares by any such prospective investor
under the applicable laws applicable to any such prospective investor. The contents of this Prospectus
should not to be construed as legal, financial or tax advice. Each prospective investor should consult his,
her or its own legal, financial or tax adviser for legal, financial or tax advice in relation to an investment in
Ordinary Shares.

Notice to overseas Shareholders

The Ordinary Shares have not been, and will not be, registered under the US Securities Act of 1933, as
amended (the “US Securities Act”’). The Ordinary Shares offered by this Prospectus may not be offered or
sold in the United States, except to qualified institutional buyers (“QIBs”), as defined in, and in reliance
on Rule 144A under the US Securities Act (“Rule 144A”) or pursuant to another exemption from, or in a
transaction not subject to, the registration requirements of the US Securities Act. Prospective investors are
hereby notified that the sellers of the Ordinary Shares may be relying on the exemption from the
provisions of Section 5 of the US Securities Act provided by Rule 144A. The Ordinary Shares have not
been approved or disapproved by the US Securities and Exchange Commission or other any US federal or
state securities commission or regulatory authority. Furthermore, the foregoing authorities have not
confirmed the accuracy or determined the adequacy of this Prospectus. Any representation to the contrary
is a criminal offence in the United States. No actions have been taken to allow a public offering of the
Ordinary Shares in the United States.

The Ordinary Shares have not been and will not be registered under the applicable securities laws of
Australia, Canada or Japan. Subject to certain exceptions, the Ordinary Shares may not be offered or sold
in any jurisdiction, or to or for the account or benefit of any national, resident or citizen in Australia,
Canada or Japan. No actions have been taken to allow a public offering of the Ordinary Shares under the
applicable securities laws of any jurisdiction, including Australia, Canada or Japan, other than the United
Kingdom. This Prospectus does not constitute an offer of, or the solicitation of an offer to subscribe for or
purchase any of the Ordinary Shares to any person in any jurisdiction to whom it is unlawful to make such
offer or solicitation in such jurisdiction.

The distribution of this Prospectus and the offer and sale of the Ordinary Shares in certain jurisdictions
may be restricted by law. No action has been or will be taken by the Company, the Selling Shareholders or
the Banks to permit a public offering of the Ordinary Shares under the applicable securities laws of any
jurisdiction. Other than in the United Kingdom, no action has been taken or will be taken to permit the
possession or distribution of this Prospectus (or any other offering or publicity materials relating to the
Ordinary Shares) in any jurisdiction where action for that purpose may be required or where doing so is
restricted by law. Accordingly, neither this Prospectus, nor any advertisement, nor any other offering
material may be distributed or published in any jurisdiction except under circumstances that will result in
compliance with any applicable laws and regulations. Persons into whose possession this Prospectus comes
are required to inform themselves about and observe any such restrictions, including those in the preceding
paragraphs. Any failure to comply with such restrictions may constitute a violation of the securities laws of
any such jurisdiction. For further information on the manner of distribution of the Ordinary Shares, and
the transfer restrictions to which they are subject, see Part 13: “Details of the Offer—Selling Restrictions”.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421 B OF THE NEW HAMPSHIRE REVISED
STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW
HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF THE STATE OF
NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA421 B IS TRUE, COMPLETE
AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION
OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE
SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE HAS PASSED IN ANY WAY



UPON THE MERITS OR QUALIFICATIONS OF OR RECOMMENDED OR GIVEN APPROVAL
TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE OR CAUSE TO
BE MADE TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

Available information

Neither the Company nor any of its subsidiaries is required to file periodic reports under Section 13 or
Section 15(d) of the US Securities Exchange Act of 1934, as amended (the “US Exchange Act”). For so
long as any Ordinary Shares are “restricted securities” within the meaning of Rule 144(a)(3) of the US
Securities Act, the Company will, during any period in which it is neither subject to Section 13 or 15(d) of
the US Exchange Act nor exempt from reporting pursuant to Rule 12g3-2(b) of the Exchange Act, provide,
upon written request, to holders of Ordinary Shares, any owner of any beneficial interest in the Ordinary
Shares or to any prospective purchaser designated by such holder or owner, the information required to be
delivered pursuant to Rule 144A(d)(4) under the US Securities Act. This document is being furnished by
the Company in connection with an offering exempt from the registration requirements of the US
Securities Act, solely for the purpose of enabling a prospective investor to consider the subscription for or
acquisition of Ordinary Shares described herein. The information contained in this document has been
provided by the Company and other sources identified herein or therein. In the United States, this
document is being furnished on a confidential basis only to persons reasonably believed to be QIBs. Any
reproduction or distribution of this document, in whole or in part, in the United States and any disclosure
of their contents or use of any information herein or therein in the United States for any purpose, other
than in considering an investment by the recipient in the Ordinary Shares offered hereby or thereby, is
prohibited. Each potential investor in the Ordinary Shares, by accepting delivery of this document agrees
to the foregoing.

Company’s website

Information contained on the Company’s website is not incorporated into and does not form part of this
document.

The date of this Prospectus is 9 November 2015.
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SUMMARY

Summaries are made up of disclosure requirements known as “Elements”. These Elements are numbered in
Sections A-E (A.1 - E.7).

This summary contains all the Elements required to be included in a summary for this type of security and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of “not applicable”.

Section A—Introductions and warnings

Element

Disclosure Requirement

Disclosure

Warning

This summary should be read as an introduction to the Prospectus.

Al

Any decision to invest in the Ordinary Shares should be based on
consideration of the Prospectus as a whole by the investor.

Where a claim relating to the information contained in the Prospectus is
brought before a court in a Member State of the European Economic
Area (“Member State”), the plaintiff investor might, under the national
legislation of the Member States, have to bear the costs of translating the
Prospectus before the legal proceedings are initiated.

Civil liability attaches only to those persons who have tabled the summary
including any translation thereof, and applied its notification, but only if
the summary is misleading, inaccurate or inconsistent when read together
with the other parts of the Prospectus or it does not provide, when read
together with the other parts of the Prospectus, key information in order
to aid investors when considering whether to invest in such securities.

A2

Consent for
Intermediaries

Not applicable. No consent has been given by the Company or any person
responsible for drawing up this Prospectus to the use of the Prospectus for
subsequent resale or final placement of securities by financial
intermediaries.

Section B—Issuer

Element

Disclosure Requirement

Disclosure

B.1

Legal and
commercial name

The Gym Group plc (the “Company”)

B.2

Domicile and legal
form

The Company is a public limited company, incorporated on 14 May 2013
as a private company limited by shares in the United Kingdom and
re-registered as a public limited company on 2 November 2015 with its
registered office in England and Wales. The Company operates under the
Companies Act 2006.

B.3

Current operations
and principal
activities

The Gym opened its first gym in Hounslow in July 2008 and has grown to
become a leading operator of low-cost gyms in the UK with 66 gyms and
363,000 members as of 30 September 2015. The Group’s gyms are located
at highly accessible sites within major towns, cities and other populous
areas across the UK. The Directors believe that The Gym offers a highly
attractive membership proposition with value-for-money membership
pricing, 24 hours a day, seven days a week gym opening hours and flexible
“no contract” membership. The Gym’s vision is to provide affordable
access to exercise facilities and expert help to every person who wants to
improve their wellbeing, whatever their starting point, whatever their
destination.




Section B—Issuer

Element

Disclosure Requirement

Disclosure

The Gym has a strong track record of opening profitable gyms and is the
second-largest operator of low-cost gyms in the UK. During the period
2012 to 2014, the Group increased its number of gyms from 32 to 55
through its organic roll-out strategy and its number of members from
166,000 to 293,000. The Directors believe that new gym openings present a
significant growth opportunity and that the Group is well positioned to
open between 15 and 20 gyms in total in 2015 and per year thereafter over
the medium-term. The Group has opened 11 gyms in the nine months to
30 September 2015.

In 2015, the UK health and fitness club market comprised 6,312 public
and private clubs with a total of 8.8 million members. Low-cost gyms
currently represent a small component of the total market but have grown
significantly in terms of gym numbers and membership. Low-cost gym
membership in the UK has increased from 0.2 million members in 2011 to
1.3 million members in 2015, representing a compound annual growth rate
(“CAGR”) of 60 per cent. The Penetration Rate of low-cost gym
membership in the UK, however, remains low at 2 per cent. compared to
the UK health and fitness club market overall at 14 per cent. in 2015. As a
result, the Directors believe that there is a significant opportunity for
further growth in the low-cost gym segment in the UK and that the Group,
as one of the largest operators of low-cost gyms, is well positioned to
benefit from this opportunity.

The Gym has demonstrated that its attractive membership proposition
and disruptive, low-cost, technology-led business model work in a wide
variety of locations across the UK. In addition, due to their flexible layout,
the Group’s gyms can be located in a broad range of property and building
types (including offices, leisure facilities and retail outlets). As a result of
the broad appeal of the Group’s membership proposition and its highly
versatile concept, the Company believes that there are a significant
number of locations in the UK that will support the Group’s gyms.

The Directors believe that the Group has demonstrated strong
performance across its estate and that this success is due in part to The
Gym’s disciplined and rigorous approach to site selection, which combines
detailed geo-demographic data with historic data from previous gym
openings to assess the membership potential, pricing and financial returns
of potential gym locations. The Group generally targets a minimum
ROCE of 30 per cent. per gym. In addition, The Gym has a strong
covenant rating, which can provide a competitive advantage during the site
selection and lease negotiation process. The Gym leases all of its gym
sites.

For the year ended 31 December 2014, the Group generated revenue of
£45.5 million and Group Adjusted EBITDA of £14.7 million, representing
a CAGR of 43 per cent. and 56 per cent., respectively, since 2012. In the
six months ended 30 June 2015, the Group generated revenue of
£28.9 million and Group Adjusted EBITDA of £8.5 million. The Group’s
Mature Gyms generate high returns and for the year ended 31 December
2014 the Group’s Average Mature Gym Site ROCE was 33 per cent. and
Average Mature Gym Site EBITDA Margin was 48 per cent. In line with
its low-cost business model, The Gym maintains low staff costs and, as of
30 June 2015, the Group employed 181 people.
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B.4a Significant recent The Gym operates in the UK low-cost gym segment, an attractive
trends affecting sub-sector of the overall UK health and fitness club market. In 2015, the
the Group and the | total health and fitness club market in the UK was valued at
industry in which approximately £4.3 billion, with the low-cost gym segment representing
it operates approximately £290 million, or approximately 7 per cent. of the total
market by value. The UK health and fitness club market is highly
fragmented with 6,312 clubs as at 31 March 2015, of which 319 are
low-cost, representing approximately 5 per cent. of the total UK health
and fitness club market by number of gyms. The key trends and features of
the UK health and fitness club market, and in particular, the low-cost gym
segment, are listed below:

e The UK health and fitness club market is an established sector that
benefits from consumers becoming more health conscious and is
supported by various government initiatives designed to promote
healthy living and active lifestyles.

*  Low-cost gyms are the fastest growing segment in the UK health and
fitness club market, with the number of gyms growing from 58 in 2011
to 319 in 2015, representing a CAGR of 53 per cent. Over the same
period, the total number of UK health and fitness clubs has grown
from 5,852 to 6,312, representing a CAGR of 2 per cent.

e The UK low-cost gym segment has significantly increased its
membership base from 0.2 million in March 2011 to 1.3 million as of
March 2015, as compared to the traditional private health and fitness
club market where the number of members decreased from
4.3 million to 4.1 million over the same period.

e Growth in the UK low-cost gym segment is primarily the result of
low-cost gym operators offering flexible, value-for-money
membership at lower cost and with longer opening hours that reflect
modern-day lifestyles. The shift in consumer trends towards
value-for-money propositions is also prevalent in other industries
outside of the health and fitness sector.

e The Directors believe that the growth in market share of the UK
low-cost gym segment is a result of low-cost gyms attracting members
from traditional health and fitness clubs as well as a result of low-cost
gyms expanding the UK health and fitness club market by attracting
members who are new to health and fitness, driven by the low-cost
gym segment’s low price point, no contract membership proposition
and flexible opening hours.

* The UK low-cost gym segment is less developed than the low-cost
health and fitness sector in a number of other international markets,
suggesting significant potential for future growth.

B.5 Group Structure The Company is the ultimate holding company of the Group. The Group

comprises the Company and The Gym Group Midco 1 Limited, The Gym
Group Midco 2 Limited, The Gym Group Operations Limited and The
Gym Limited.
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B.6

Shareholders

Upon completion of the Reorganisation and immediately prior to
Admission, each of the following persons is expected to be interested in
3 per cent. or more of the Company’s issued share capital:

Immediately
prior to Admission

Percentage of

issued
Number of Ordinary

Ordinary Share

M Shares capital
Phoenix Advised Funds® . .............. 45,623,079 55.7%
Phoenix Equity Partners 2010 L.P. .. ... .. 33,531,206 40.9%
Adams Street Co-Investment Fund II, L.P. . 7,798,614 9.5%
Other Phoenix Advised Funds® . ........ 4293259 5.2%

Bridges Community Development Venture

Fund ITLP® ... ... ... ... ... ... .... 22,580,402 27.5%
John Treharne .. .......... ... ... ..... 6,211,080 7.6%

Immediately following Admission, each of the following persons is
expected to be interested in 3 per cent. or more of the Company’s issued
share capital as set out below:

Immediately
following Admission

Percentage of

issued
Number of Ordinary

Ordinary Share

Shareholder Shares capital
Phoenix Advised Funds® ... ............ 35,990,866 281%
Phoenix Equity Partners 2010 L.P. .. ... .. 26,451,897 20.6%
Adams Street Co Investment Fund II, L.P. . 6,152,127 4.8%
Other Phoenix Advised Funds® . ........ 3,386,842 2.6%

Bridges Community Development Venture

Fund ITLP® .. ... ... .............. 17,813,090 13.9%
John Treharne .. ..................... 4,510,937 3.5%
Soros Fund Management LLC ........... 7,400,000 5.8%
FIL Investments International . . .. ........ 7,000,000 5.5%
Hargreave Hale Ltd . .. ................ 6,850,000 5.3%
Standard Life Investments Limited ........ 6,000,000 4.7%
Threadneedle Asset Management Limited . .. 4,500,000 3.5%

(1)  The legal title to the Ordinary Shares to which the Phoenix Advised Funds are
beneficially entitled is held by Phoenix Equity Nominees Limited on behalf of the
Phoenix Advised Funds.

(2)  The other Phoenix Advised Funds are Phoenix Equity Partners 2010 GP, L.P., Adams
Street 2009 Direct Fund, L.P, Adams Street 2010 Direct Fund, L.P,, Adams Street
2011 Direct Fund LP, Adams Street 2012 Developed Markets Fund LP and Adams
Street 2013 Developed Markets Fund LP, each of which will not, immediately prior to
or immediately following Admission, alone hold 3 per cent. or more of the issued
share capital of the Company.

(3)  The legal title to the Ordinary Shares to which Bridges Community Development
Venture Fund II LP is beneficially entitled is held by Bridges Community Ventures
Nominees Limited on behalf of Bridges Community Development Venture
Fund II LP.

There is a Relationship Agreement in place between the Phoenix Advised
Funds and the Company, that will take effect from Admission.
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Under the Relationship Agreement the Phoenix Advised Funds are able
to nominate one non-executive nominee Director for appointment to the
Board for so long as the Phoenix Advised Funds and their associates are,
either alone or together, entitled to exercise, or to control, directly or
indirectly, the exercise of, 10 per cent. or more of the rights to vote at
general meetings of the Company. As it is expected that immediately
following Admission the Phoenix Advised Funds will hold more than 10
per cent. of the voting rights attached to the issued share capital of the
Company, the Phoenix Advised Funds will be entitled to nominate one
non-executive nominee Director for appointment to the Board. The first
such non-executive nominee Director is David Burns.

The Ordinary Shares owned by the Selling Shareholders after Admission
will rank pari passu with other Ordinary Shares in all respects.

B.7

Selected historical
financial
information

The selected historical financial information set out below has been
extracted without material adjustment from the Historical Financial
Information relating to the Group:

Selected Income Statement Data

Six months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(unaudited)
(£°000s)

Revenue . ..................... 22,264 35,734 45480 22,045 28,850
Costofsales . .................. (395)  (906) (1,040) (537) (518)
Gross profit . . . . ................ 21,869 34,828 44,440 21,508 28,332
Administration expenses . . ... ....... (19,948) (35,021) (42,105) (18,296) (27,236)
Operating profit . . . .. ............ 1,921 (193) 2,335 3,212 1,096
Finance costs . . .. ............... (3,043) (8,854) (11,797)  (6,613)  (4,649)
Finance income . ................ 4 11 20 9 233
Profit/(loss) before tax . . . .......... (1,118) (9,036) (9,442) (3,392)  (3,320)
Income tax credit / (charge). ... ...... (114)  (232) 659 569 (688)
Profit/(loss) for period attributable to

equity shareholders . ............ (1,232) (9,268) (8,783) (2,823)  (4,008)
Selected Balance Sheet Data

As at 31 December 36&3::&
2012 2013 2014 2015
(£000s)

ASSETS
Total non-current assets ............. 43,922 104,156 118,380 125,921
Total current assets . ............... 5,896 7,289 9,933 9,052
TOTAL ASSETS .. ................ 49,818 111,445 128,313 134,973
LIABILITIES
Total current liabilities . . ... ......... 28,406 16,488 24,656 30,829
Total non-current liabilities . . ... ... ... 25,172 108,211 72,072 76,559
Total liabilities . . . . ... ............. 53,578 124,699 96,728 107,388
Netassets . ...................... (3,760) (13,254) 31,585 27,585
Total equity shareholder’s funds . . ... ... (3,760) (13,254) 31,585 27,585
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Selected Cash Flow Statement Data

Six months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(unaudited)
(£°000s)

Net cash flows from operating activities 7,924 1,308 9,472 7,138 6,111
Net cash flows used in investing

activities. . . . ... ... L L. (18,138) (39,706) (16,980)  (7,376)  (11,418)
Net cash flows used in financing

activities. . . .. ... L oL 12,888 39,196 8,993 4,228 2,672
Net increase / (decrease) in cash and

cash equivalents . . ... ......... 2,674 798 1,485 3,990 (2,635)

Cash and cash equivalents at 1 January 619 3,293 4,091 4,091 5,576

Cash and cash equivalents at end of
period . ... ......... . ...... 3293 4,091 5576 8,081 2,941

Other Key Figures

Year ended Six months ended
31 December 30 June
2012 2013 2014 2014 2015
(unaudited)
Group Adjusted EBITDAM® (£ millions) . . . . . 6.0 118 14.7 7.9 8.5
Group Adjusted EBITDA before Pre-Opening
CostsV® (£ million) . . .. .............. 7.6 129 16.7 8.5 9.7

(1) This measure is not a defined financial indicator under IFRS. It should be noted in
this context that not all companies calculate this measure in the same manner, and
that consequently the measures reported are not necessarily comparable with
similarly described measures employed by other companies.

(2)  Group Adjusted EBITDA, as used in this Prospectus, means the Group’s operating
profit before depreciation and amortisation and exceptional items. Group Adjusted
EBITDA Margin is calculated by dividing Group Adjusted EBITDA for the relevant
period by Group revenue for the same period. Pre-Opening Costs primarily consist of
staff costs, marketing and rent associated with new site openings. Please find below
the reconciliation calculation from operating profit to Group Adjusted EBITDA and
Group Adjusted EBITDA before Pre-Opening Costs:

Year ended Six months ended

31 December 30 June
2012 2013 2014 2014 2015

(unaudited)
(£000s)
Operating profit . ... ............ 1,921 (193) 2,335 3,212 1,096
Depreciation of tangible fixed assets . . . . 3,805 5,979 7,600 3,598 4,878
Amortisation of intangible fixed assets . . . 82 1,191 2,100 982 1,069
Exceptional items® . ... .......... 192 4,775 2,653 60 1,464
Group Adjusted EBITDA . . . ... ..... 6,000 11,752 14,688 7,852 8,507
Pre-Opening Costs . . .. ........... 1,615 1,134 1,980 588 1,164
Group Adjusted EBITDA before

Pre-Opening Costs . . . ... ....... 7,615 12,886 16,668 8,440 9,671

(a) In 2012, exceptional items consisted of transaction fees relating to the Phoenix
Investment and costs incurred in relation to the relocation of a gym. In 2013,
exceptional items consisted of transaction fees relating to the Phoenix
Investment, other aborted acquisition costs and costs incurred in relation to the
relocation of a gym. In 2014, exceptional items consisted of costs in relation to
the evaluation of a potential merger with Pure Gym Limited and costs incurred
in relation to the relocation of a gym. In the six months ended 30 June 2015,
exceptional items consisted of costs incurred in connection with the Group’s
initial public offering, costs in relation to the evaluation of a potential merger
with Pure Gym Limited and other aborted transaction costs.
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Certain significant changes to the Group’s financial condition and results
of operations occurred during the years ended 31 December 2012, 2013
and 2014 and the six months ended 30 June 2015. These changes are set
out below.

During the period under review, revenue increased at a CAGR of 43 per
cent. from £22.3 million in 2012 to £45.5 million in 2014 as a result of
opening 39 new gyms in the period and the maturation of existing gyms.
These openings have followed the Group’s typical gym maturity profile,
achieving on average, 3,000 members within the first week of opening with
membership increasing rapidly during the first six to nine months of
operation. Based on the historic performance of the Group’s Mature
Gyms portfolio (as of 31 December 2014), it has taken approximately
24 months for the Group’s gyms to reach maturity. As a result, the total
number of Group members increased from 166,000 as at 31 December
2012 to 293,000 as at 31 December 2014. At the end of 2014, 32 of the
Group’s gyms were Mature Gyms and 23 were New Gyms.

Group Adjusted EBITDA increased at a CAGR of 56 per cent. from
£6.0 million in 2012 to £14.7 million in 2014. This increase was driven by
an increase in the number of gyms and maturation of the Group’s existing
gyms leading to growth in total membership. As a result, Group Adjusted
EBITDA margin increased from 27 per cent. in 2012 to 32 per cent. in
2014.

Group revenue increased by 31 per cent. to £28.9 million in the six months
ended 30 June 2015, from £22.0 million in the six months ended 30 June
2014, driven primarily by growth in membership income due to an increase
in the number of gyms leading to growth in total membership. Group
Adjusted EBITDA increased by 8 per cent. to £8.5 million in the six
months ended 30 June 2015, from £7.9 million in the six months ended
30 June 2014.

Save as described above, there has been no significant change in the
financial position or results of operations of the Group during the years
ended 31 December 2012, 2013 and 2014 and the six months ended
30 June 2015 or the period subsequent to 30 June 2015, the date to which
the last combined financial information of the Group was prepared.

B.§

Pro forma
financial
information

The unaudited pro forma statement of net assets set out below has been
prepared to illustrate the effect on the Group’s net assets of the Offer and
the repayment by the Group of all of its outstanding debt, including
shareholder loans and finance leases, and accrued interest thereon, using
£10 million of borrowings under a new term loan facility (less fees and
expenses) and the net proceeds of the Offering (the “Refinancing”), as if
they had taken place on 30 June 2015. This unaudited pro forma
statement of net assets has been prepared for illustrative purposes only
and, because of its nature, addresses a hypothetical situation and,
therefore, does not represent the Group’s actual financial position or
results. The unaudited pro forma statement of net assets is compiled on a
basis consistent with the accounting policies of the Group and on the basis
set out below from the statement of financial position of the Group as at
30 June 2015. It may not, therefore, give a true picture of the Group’s
financial position or results nor is it indicative of the results that may or
may not be expected to be achieved in the future. The unaudited pro
forma financial information has been prepared on the basis set out in the
notes below and in accordance with Annex II to the PD Regulation.
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Adjustments

As at Offer Unaudited
30 June net pro forma
2015  proceeds® Refinancing®  total®

(£000s)

ASSETS
Total non-current assets . . . .......... 125,921 — 466 126,387

Total current assets . . .. ............ 9,052 81,059 (72,488) 17,623
Total assets . . ... ................ 134,973 81,059 (72,022) 144,010

LIABILITIES
Total current liabilities . . . . . ... ...... 30,829 (727) (4,039) 26,063

Total non-current liabilities . . ... ... ... 76,559 — (65,742) 10,817
Total liabilities . . . .. .............. 107,388 (727) (69,781) 36,880
Netassets . . .. ..............0.... 27,585 81,786 (2,241) 107,130

M

(@)

(©)

“

The financial information of the Company has been extracted, without material
adjustment, from the statement of financial position as at 30 June 2015 as set out in
Part 11: “Historical Financial Information”.

The gross proceeds of the Offer receivable by the Company are expected to be
£89.9 million. The estimated costs of the Offer are approximately £8.9 million, of
which £0.7 million has been accrued as at 30 June 2015. As a result, the Company will
receive net proceeds of £81.0 million. The Offer proceeds of £89.9 million are based
on 46,113,007 Ordinary Shares being issued by the Company at an Offer Price of
195 pence. Offer costs and expenses are the estimated costs and fees incurred in
respect of the Offer relating principally to investment banking, underwriting, legal
and accounting fees.

As set out in Part 13: “Details of the Offer”, the Company will refinance its interest-
bearing loans and borrowings, settle its obligations under finance leases and settle its
finance instruments liability. The Company will use £63.6 million of net offer
proceeds and £8.9 million of net borrowings under the New Term Loan Facility
(£10.0 million less £1.1 million of finance costs), together £72.5 million, to redeem the
existing loans (outstanding bank facilities offset by £8.9 million of net borrowings
under the New Loan Term Facility for a net outflow of £37.1 million; shareholder
loans of £21.9 million) and settle the finance lease obligations (current portion of
£4.0 million and non-current portion of £6.1 million) and financial instruments
(£0.8 million) in full. The £72.5 million includes £1.5 million of unamortised financing
costs, £0.6 million of finance lease break fees and £0.5 million of finance lease transfer
of title fees. In addition, there is a consequential deferred tax liability of £0.2 million.
The unamortised financing costs, finance lease break fees and deferred tax charge
(together £2.2 million) reduces the net assets. The finance lease transfer of title fees
are capitalised to property, plant and equipment. No adjustment has been made for
interest accrued or movement in the finance leases or financial instruments since
30 June 2015.

Other than the adjustments detailed above, no other adjustments have been made for
events occurring after 30 June 2015.

B.9

Profit forecast

Not applicable. There is no profit forecast or estimate included in this
Prospectus.

B.10

Description of the
nature of any
qualifications in
the accountant’s
report on the
historical financial
information

Not applicable. There are no qualifications included in the reporting
accountants’ report on the historical financial information included in this
Prospectus.
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B.11

Insufficient
working capital

Not applicable. In the opinion of the Company, taking into account the
Group’s financing facilities and net proceeds receivable by the Company
from the Offer, the Group has sufficient working capital for its present
requirements, that is, for at least the next 12 months following the date of
this Prospectus.

Section C—Securities

Element

Disclosure Requirement

Disclosure

C1

Type and class of
securities

When admitted to trading, the Ordinary Shares will be registered with
ISIN number GBO0OBZBX(0P70 and SEDOL number BZBXO0P7. It is
expected that the Ordinary Shares will be traded on the London Stock
Exchange under the ticker symbol “GYM”. The Ordinary Shares will, on
Admission, comprise the entire issued and to be issued Ordinary Share
capital of the Company.

C2

Currency

United Kingdom pounds sterling.

C3

Number of
securities to be
issued

On Admission, the nominal value of the issued Ordinary Share capital of
the Company will be £12,810.5275 divided into 128,105,275 Ordinary
Shares of 0.01 pence each, which will be issued fully paid.

C4

Description of the
rights attaching to
the securities

The Offer Shares being sold pursuant to the Offer will, on Admission,
rank pari passu in all respects with the other Ordinary Shares in issue,
including for voting purposes, and will rank in full for all dividends and
other distributions thereafter declared, made or paid on the Ordinary
Share capital of the Company. Each Ordinary Share ranks equally in the
right to receive a relative proportion of shares in case of a capitalisation of
reserves.

Subject to the provisions of the Act, any equity securities issued by the
Company for cash must first be offered to shareholders in proportion to
their holdings of Ordinary Shares. The Act and Listing Rules allow for the
disapplication of pre-emption rights which may be effected by a special
resolution of the shareholders, whether generally or specifically, for a
maximum period not exceeding five years.

Except in relation to dividends which have been declared and rights on a
liquidation of the Company, the shareholders have no rights to share in
the profits of the Company.

The Ordinary Shares are not redeemable. However, the Company may
purchase or contract to purchase any of the Ordinary Shares on or off
market, subject to the Act and the requirements of the Listing Rules.

C5

Restrictions on the
free transferability
of the securities

Not applicable. The Ordinary Shares will be freely transferable on
Admission.

C.6

Admission

Application will be made to the FCA for all of the Ordinary Shares, issued
and to be issued, to be admitted to the premium listing segment of the
Official List of the FCA and to the London Stock Exchange for such
Ordinary Shares to be admitted to trading on the London Stock
Exchange’s main market for listed securities. No application has been
made or is currently intended to be made for the Ordinary Shares to be
admitted to listing or trading on any other exchange.
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C.7

Dividend policy

The Board’s current intention is to adopt a progressive dividend policy
whilst maintaining an appropriate level of dividend cover. This policy is
intended to allow the Group to retain sufficient capital to meet both the
working capital needs of the business and to fund the planned continued
expansion of the Group in line with its roll-out strategy. The Board’s
current intention is to target an initial payout ratio of approximately 10 to
20 per cent. of Group Adjusted Net Income. Assuming that there are
sufficient distributable reserves available at the time, the Directors intend
that the Company will pay an interim dividend and a final dividend in
respect of each financial year in the approximate proportions of one-third
and two-thirds, respectively, of the total annual dividend.

The current intention of the Board is that the first dividend to be paid by
the Company will be the interim dividend in respect of the first half of the
2016 financial year, payable in September 2016.

The Company may revise its dividend policy from time to time. There are
no guarantees that the Company will pay dividends or of the level of any
such dividends.

Section D—Risks

Element

Disclosure Requirement

Disclosure

D.1

Key information
on the key risks
specific to the
Group and its
industry

The success of The Gym’s business depends on its ability to attract and
retain gym members. The Gym must continually engage existing members
and attract new members in order to maintain or increase its gym
membership levels. In addition, as The Gym’s members do not enter into
any fixed term contracts, they can terminate their membership at any time
without notice or penalty.

If The Gym is unable to identify or secure sites for new gyms that meet its
selection criteria or to obtain the requisite planning permission, it may not
be able to implement its growth strategy. The Gym could also face
significant competition for sites that meet its selection criteria from
competitors, other commercial enterprises such as retailers, leisure and
office space operators as well as residential operators. If The Gym is
unable to identify and secure sufficient sites at acceptable rental prices
within its planned roll out timeframe, it may not be able to implement its
growth strategy.

The Group’s new gyms may not achieve the expected ROCE or its existing
gyms may experience a decline in ROCE, either of which may negatively
impact the Group’s financial performance.

Competitors, which may be new or existing operators, including
companies that have greater resources or greater name recognition than
The Gym, may compete to attract members in its markets. Due to the
increased number of low-cost health and fitness gym operators in the UK,
The Gym may face increased competition in the low-cost gym segment. In
addition, because The Gym does not have exclusive rights to many of the
elements that comprise its in-gym experience and service offering,
competitors may attempt to copy or improve on its business model, or
portions thereof, which could erode The Gym’s competitive position,
market share and brand recognition and adversely affect its prospects.

10
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The Gym’s success is dependent on the continuing consumer popularity of
health and fitness. Alternative forms of fitness or venues for fitness are
becoming popular and new trends in the type of health and fitness gym
that consumers wish to consume may continue to grow in popularity in the
future. These could adversely affect The Gym’s results of operations and
prospects.

Disruptions and failures involving The Gym’s information technology
systems could adversely affect member enrolment, member services and
financial and administrative functions. While The Gym fully backs up all
of its membership and business information using third party locations and
has a full business continuity plan in place, any delay or failure on the part
of the data back-up provider or in executing its business continuity plan
may hinder its ability to resolve information technology system disruptions
or failures in a timely and effective manner.

The Gym relies on positive recognition of its brand and reputation by
members and potential members. Brand value or reputation can be
severely damaged even by isolated incidents, particularly if the incidents
receive considerable negative publicity or result in litigation.

If The Gym cannot retain its Senior Management team, other key
management or gym managers while controlling labour costs, it may not
be able to successfully manage its operations and pursue its strategic
objectives.

Due to the capital-intensive nature of its business, The Gym may have to
incur additional indebtedness or issue new equity securities in the
medium-term and, if The Gym is not able to access additional financing or
capital, its ability to operate successfully or expand its business may be
impaired and its results of operations could be adversely affected.

The Gym’s growth may be hindered by the application of competition
regulations. Competition and antitrust regulations in the UK could delay
or prevent potential mergers or acquisitions or hinder its commercial
activities in general.

D.3

Key information
on the key risks
specific to the
securities

The Institutional Selling Shareholders will retain a significant interest in
and will continue to exert substantial influence over The Gym following
the Offer and their interests may differ from or conflict with those of other
shareholders.

There is no existing market for the Ordinary Shares and an active trading
market for the Ordinary Shares may not develop or be sustained. The
market price of the Ordinary Shares may prove to be volatile and be
subject to fluctuations, including significant decreases. The Gym may
choose not to pay or may be unable to pay dividends and it cannot assure
investors that it will make dividend payments in the future.

The market price of the Ordinary Shares could be negatively affected by
sales of substantial numbers of such shares in the public markets,
including following the expiry of the lock-up periods referred to in E.5
below, or the perception that these sales could occur.

Shareholders in the United States and other jurisdictions may not be able
to participate in future equity offerings. Not all rights available to
shareholders under US law will be available to holders of the Ordinary
Shares.
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E.1

Net proceeds and
costs of the offer

The Company will receive approximately £81.0 net proceeds from the
Offer (after bearing underwriting commissions, other estimated Offer-
related fees and expenses and VAT of approximately £8.9 million).

The gross proceeds from the Offer receivable by the Selling Shareholders
will be approximately £35.0 million. The aggregate underwriting
commission, other fees and expenses and amounts in respect of stamp
duty or SDRT payable by the Selling Shareholders in connection with the
Offer are expected to be approximately £1.3 million.

The Company will not receive any proceeds from the sale of Existing
Ordinary Shares by the Selling Shareholders in the Offer.

No expenses will be charged to any purchaser of Offer Shares by the
Company or the Selling Shareholders.

E.2a

Reasons for the
offer and use of
proceeds

The principal uses of the net proceeds of the Offer received by the
Company are as follows:

e £74.6 million to facilitate the Refinancing; and
* the remainder for general corporate purposes.
The Directors believe that the Offer and Admission will:

e together with the Refinancing, strengthen The Gym’s -capital
structure and support and position the Group for the continued
implementation of its growth strategy;

* give the Company access to a wider range of capital-raising options
which may be of use in the future to support its roll out of new gyms
or to support possible future acquisitions, if any;

e further improve the ability of the Company to recruit, retain and
incentivise its key management and employees;

e create a liquid market in the Ordinary Shares for existing and future
shareholders; and

e provide the Institutional Selling Shareholders and certain of the
Directors, Senior Management and employees of the Company, and
certain connected persons (as defined in the Act) of such Directors,
Senior Managers and employees (together, the “Individual Selling
Shareholders™) with an opportunity for a partial realisation of their
respective shareholdings in the Company.

E.3

Terms and
conditions of the
offer

The Offer comprises an offer of:
* 46,113,007 New Ordinary Shares to be issued by the Company;

* 14,399,525 Existing Ordinary Shares to be sold by the Institutional
Selling Shareholders; and

e 3,555,714 Existing Ordinary Shares to be sold by the Individual
Selling Shareholders.
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All Offer Shares will be sold at the Offer Price. Under the Offer, the Offer
Shares will be offered to certain institutional and professional investors in
the UK and elsewhere outside the United States in reliance on
Regulation S of the US Securities Act and in the United States to persons
reasonably believed to be QIBs in reliance on Rule 144A or another
exemption from, or in a transaction not subject to, the registration
requirements of the US Securities Act.

Admission is expected to become effective, and unconditional dealings in
the Ordinary Shares are expected to commence on the London Stock
Exchange, at 8.00 a.m. on 12 November 2015.

The Offer is subject to the satisfaction of conditions, which are customary
for transactions of this type, contained in the Underwriting Agreement,
including Admission becoming effective no later than 8.00 a.m. on
12 November 2015 and the Underwriting Agreement not having been
terminated prior to Admission.

The Underwriting Agreement has been entered into between the
Company (for itself and as agent for and on behalf of each Individual
Selling Shareholder pursuant to the Share Sale Election Deeds), the
Directors, the Institutional Selling Shareholders and the Banks. The
Underwriting Agreement provides for the Underwriters to be paid a
commission in respect of the Offer Shares sold. Any commissions received
by the Underwriters may be retained and any Ordinary Shares acquired by
them may be retained or dealt in, by them, for their own benefit.

None of the Ordinary Shares may be offered for subscription, sale,
purchase or delivery, and neither this prospectus nor any other offering
material in relation to the Ordinary Shares may be circulated, in any
jurisdiction where to do so would breach any securities laws or regulations
of any such jurisdiction or give rise to an obligation to obtain any consent,
approval or permission, or to make any application, filing or registration.

No stabilisation will be carried out in connection with the Offer.

E4 Material interests There are no interests, including the Selling Shareholders’ interests, that
are material to the Offer other than those disclosed in B.6 above.
E.S Selling 17,955,239 Existing Ordinary Shares are currently expected to be sold by

Shareholders and
Lock-up

the Selling Shareholders pursuant to the Offer.

Pursuant to the Underwriting Agreement, the Institutional Selling
Shareholders have agreed a 180-day lock-up period following Admission,
during which time they may not dispose of any interest in their Ordinary
Shares.

Pursuant to the Share Sale Election Deeds, the Individual Selling
Shareholders (other than Paul Gilbert, as set out below) have agreed a
365-day lock-up period following Admission, during which time they may
not dispose of any interest in their Ordinary Shares.
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Section E—Offer

Element

Disclosure Requirement

Disclosure

For a 180-day lock-up period following Admission, the Company will not
issue or dispose of any new Ordinary Shares. Other than the former
non-executive chairman Paul Gilbert, who is subject to a 180-day lock-up
period as Senior Independent Non-executive Director, the Directors are
also subject to a 365-day lock-up period following Admission during which
they will not sell any Ordinary Shares they own in the Company.

All lock-up arrangements are subject to customary exceptions.

E.6

Dilution

46,113,007 New Ordinary Shares will be issued pursuant to the Offer. The
existing Ordinary Share capital will represent 64.0 per cent. of the total
issued Ordinary Shares immediately following Admission.

E.7

Expenses charged
to the investor

Not applicable: there are no commissions, fees, expenses or taxes to be
charged to investors by the Company or the Selling Shareholders under
the Offer.
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PART 1
RISK FACTORS

Any investment in the Ordinary Shares is subject to a number of risks. Prior to investing in the Ordinary Shares,
prospective investors should carefully consider risk factors associated with any investment in the Ordinary
Shares, the Group’s business and the industry in which it operates, together with all other information contained
in this Prospectus including, in particular, the risk factors described below.

Prospective investors should note that the risks relating to the Group, its industry and the Ordinary Shares
summarised in the section of this Prospectus headed “Summary” are the risks that the Directors and the
Company believe to be the most essential to an assessment by a prospective investor of whether to consider an
investment in the Ordinary Shares. However, as the risks which the Group faces relate to events and depend on
circumstances that may or may not occur in the future, prospective investors should consider not only the
information on the key risks summarised in the section of this Prospectus headed “Summary” but also, among
other things, the risks and uncertainties described below.

The risk factors described below are not an exhaustive list or explanation of all risks which investors may face
when making an investment in the Ordinary Shares and should be used as guidance only. Additional risks and
uncertainties relating to the Group that are not currently known to the Group, or that the Group currently
deems immaterial, may individually or cumulatively also have a material adverse effect on the Group’s business,
financial condition, results of operations or prospects and, if any such risk should occur, the price of the
Ordinary Shares may decline and investors could lose all or part of their investment. Investors should consider
carefully whether an investment in the Ordinary Shares is suitable for them in the light of the information in this
Prospectus and their personal circumstances.

Risks relating to The Gym’s business

The success of The Gym’s business depends on its ability to attract and retain gym members.

The Gym’s success is dependent on its ability to attract and retain members. The Gym generates revenue
from membership fees and joining fees (representing approximately 99 per cent. of the Group’s revenue
for the year ended 31 December 2014). While The Gym has some flexibility to vary the membership fees
and the joining fees it charges members and potential members, as a low-cost provider its ability to
increase such fees may be limited.

The Gym must continually engage existing members and attract new members in order to maintain or
increase its gym membership levels. In addition, as The Gym’s members do not enter into any fixed-term
contracts, they can terminate their membership at any time without notice or penalty.

Factors that could lead to a decline in membership levels or prevent The Gym from increasing membership
include:

e direct and indirect local competition from low-cost and other health and fitness club operators;
e saturation of local health and fitness club markets;

e increase in The Gym’s monthly membership fees due to inflation or other factors;

* harm to its reputation or brand,;

* adecline in The Gym’s ability to deliver a high-quality service to its members;

e changes in consumer preference away from the low-cost gym offering to gym offerings with more
amenities and add-on services;

* increasing popularity of home fitness equipment, fitness apps and other online exercise programmes;
* a decline in the public’s interest in health and fitness; and

e changes in discretionary consumer spending habits due to deterioration of general economic
conditions in the UK or demographic shifts.

In addition, The Gym has traditionally relied on positive referrals from current and former members to
attract new members to its gyms. A decrease in member referrals, due to a decline in The Gym’s ability to
deliver high-quality services, harm to its reputation or brand or other reasons, could require The Gym to
increase marketing spend or decrease membership fees or joining fees. A decline in membership levels as a
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result of any of the above factors, individually or in aggregate, could have a material adverse effect on The
Gym’s business, financial condition, results of operations and prospects.

If the Group is unable to identify or secure sites for new gyms that meet its selection criteria or to obtain the requisite
planning permission, it may not be able to implement its growth strategy.

An important part of the Group’s growth strategy is the roll out of new gyms in the UK. Since opening its
first gym in 2008, it has successfully rolled out new gyms, opening 16, 8, 15 and 8 new gyms in 2012, 2013,
2014 and the first half of 2015, respectively. The Group currently intends to open between 15 and 20 gyms
in total in the UK in 2015 and per year thereafter over the medium-term. The Group employs a site
selection strategy that incorporates a number of site selection criteria such as site size, location, local
population density and geo-demographic data, nearby transportation networks and/or availability of car
parks and generally targets a minimum return on capital employed (“ROCE”) of 30 per cent. per gym. The
Gym could face significant competition for sites that meet its detailed selection criteria from competitors,
other commercial enterprises such as retailers, leisure and office space operators as well as residential
operators. As a result, it may be unable to secure sites at rental prices or on terms acceptable to it. As new
gyms are typically secured at least six months, and up to two years, prior to the planned opening date, if
The Gym is unable to identify and secure sufficient sites at acceptable rental prices within its planned roll
out timeframe, it may not be able to implement its growth strategy.

In addition, when opening new gyms or modernising or refurbishing existing gyms, the Group may require
change of use or planning consents from local authorities if, for example, a potential gym site does not
have the requisite use or planning consent. Any inability or delays in receiving such consents could restrict
or delay The Gym’s roll out plans or increase its roll out costs, including as a result of additional
professional fees. Any delays in new gym openings could have a material adverse effect on The Gym’s
business, financial condition, results of operations and prospects.

If The Gym is unable to secure new property leases on favourable terms or to renew its existing leases, it may not be
able to implement or continue to implement its growth strategy.

The Group leases all of its gym sites. Its ability to negotiate or renegotiate financially acceptable lease
terms for its new and existing sites may be adversely affected by fluctuations in the property rental market,
such as decreases in available sites, increases in market rents or competition for attractive sites from other
health and fitness operators, commercial enterprises such as retailers and office space operators and
residential operators.

Property leases constitute a large component of the Group’s operating cost base (a total of £7.8 million in
2014 representing 17 per cent. of Group revenue). The leases for the Group’s gyms generally have initial
terms of 15 years, with upwards-only rent adjustments every five years, typically either by fixed increases or
increases in line with the retail prices index (the “RPI”) or the consumer price index (the “CPI”). The
majority of The Gym’s leases fall under the Landlord and Tenant Act 1954 (the “LTA”), which provides
security of tenure. This means that the Group has the right to apply for a new tenancy at the end of the
term, and the landlord can only oppose the grant of a new tenancy on certain prescribed grounds, for
example if it intends to redevelop the property. Increases in The Gym’s rent liabilities may be significant,
especially as The Gym operates and plans to roll out additional gyms in Greater London where rents are
typically higher compared to other parts of the UK. If The Gym is unable to increase its revenue or reduce
its costs in response to rising rents, its operating profits may be materially adversely affected. Furthermore,
The Gym depends on cash flows from operations to pay its rent liabilities and to fulfil its other cash needs.
The Gym is generally unable to terminate its property leases before the end of the 15 year lease term (or,
in some cases, before ten years), and may be obligated to pay rent even if it closes a gym prior to the end of
the term if it is unable to assign the lease. If The Gym’s business does not generate sufficient cash flow
from operating activities, it may not be able to service its rent liabilities over the medium-term, which
would materially affect its business, financial condition, results of operations and prospects.

Although The Gym benefits from certain provisions of the LTA that grant The Gym security of tenure at
the expiration of the majority of its property leases, there can be no assurance that The Gym will be able to
renew its existing leases on commercially acceptable terms or at all. If a lease is not renewed, The Gym
may be required to find an alternative site. The Gym could incur significant additional costs in identifying
and securing suitable alternative sites or may be forced to close gyms in desirable locations. If gyms are
closed, the Group may be unable to attract members from those gyms to alternative gyms in significant
numbers. Such members may cancel their memberships due to, among other reasons, The Gym’s inability
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to deliver the services they require in a convenient location for them. If The Gym is unable to renew its
leases as they expire, or secure other favourable sites on acceptable terms, or if a significant number of its
existing lease agreements are terminated for any reason, its business, financial condition, results of
operations and prospects could be materially adversely affected.

The Group’s new gyms may not achieve the expected ROCE or its existing gyms may experience a decline in ROCE,
either of which may negatively impact the Group’s financial performance.

If new Group gyms do not achieve the expected membership levels due to incorrect analysis of the
suitability of a site or if existing Group gyms suffer a reduction in net membership without an increase in
membership fees due to the entry of competitors near its gyms or for other reasons or if the Group’s gyms
experience rent increases or higher than expected marketing expenditure, then the financial performance
of its gyms may be negatively impacted, resulting in a lower return on capital. Furthermore, in the case of
new gyms, the Group may not be able to recover the capital investment in developing and operating the
gym. Opening new gyms is a capital intensive process with an average initial site investment cost of
£1.5 million for the Mature Gym portfolio (as at 31 December 2014). As the Group seeks to increase the
number of its gyms, it plans to open additional gyms in locations such as Greater London and other large
metropolitan areas in the United Kingdom, which could entail greater rent payments, fit out costs,
marketing costs, personnel costs and other operating costs. As a result, the higher level of cost and invested
capital at these gyms may reduce the returns generated and could adversely affect the Group’s business,
financial condition, results of operations and prospects.

Furthermore, during a gym’s fit out period, The Gym experiences start-up losses, consisting primarily of
staff costs, marketing and related expenses. Upon opening a gym, initial trading performance at that gym
will depend largely on the number of members that have signed up during the pre-opening period and the
membership growth profile following opening. Enrolment from pre-sold memberships has typically
generated insufficient revenue for the gym to immediately generate an operating profit. As a result, a new
gym typically generates an operating loss in its first few months of operation and relatively lower margins
in its first 24 months of operation until it has established itself within the local market.

As The Gym’s roll out strategy is to open between 15 and 20 gyms in total in 2015 and per year thereafter
over the medium-term, lower than expected membership levels, or higher operating losses and lower
margins at new gyms would adversely affect The Gym’s financial performance and prospects. Although
The Gym seeks to apply the experience it has gained in opening new gyms over the past few years,
including assessment of potential membership levels and anticipated financial performance of new gyms,
new gyms may not achieve membership levels or revenue comparable to its existing gyms, due to
competition or other factors which may be beyond its control. There can be no assurance that the Group’s
new gyms, on average, will continue to mature at the same rate as the Group’s existing gyms. This may
result in a longer than expected period of operating losses, lower operating margins or lower ROCE at new
gyms, which could have a material adverse effect on the Group’s business, financial condition, results of
operations and prospects.

If the Group is unable to integrate new gyms into its operations successfully or on a timely basis, its growth may be
adversely affected.

To successfully roll out new gyms and grow its business, the Group will need to hire and train new
employees, including new regional managers, general managers and assistant general managers, and
maintain close co-ordination among its executive, property, finance, marketing, operations and
information technology functions. It will also need to ensure its management, information, operating,
administrative, financial and accounting systems and controls will continue to adequately manage its
business. These processes are time-consuming and expensive, will increase management responsibilities
and require management attention. Any failure by the Group to recruit and train new employees for its
new gyms or to implement timely enhancements to its operations to meet these requirements as it opens
new gyms could have a material adverse effect on its business, financial condition, results of operations and
prospects.

The opening of new gyms near the Group’s existing locations may negatively impact the Group’s membership levels
and revenue at its existing gyms.

The Group’s competitors, including low-cost gym operators and other health and fitness club operators
generally, have opened and may open further gyms or clubs in the catchment areas of existing Group gyms.
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In addition, the Group intends to continue opening new gyms in its existing markets as part of its growth
strategy. The opening of new gyms in the catchment areas of existing Group gyms may attract some
members away from existing Group gyms due to, for example, the new gym’s closer proximity to such
members’ place of work or residence, thereby diminishing revenue at the existing Group gyms. This may
result in lower revenue at the Group’s existing gyms, which could have a material adverse effect on The
Gym’s business, financial condition, results of operations and prospects.

The Gym’s low-cost structure is one of its primary competitive advantages, but many factors could affect its ability to
control costs.

The Directors believe that The Gym’s low-cost structure is one of its primary competitive advantages.
However, The Gym has limited control over many of its costs and as The Gym seeks to grow, some of its
costs may increase. For example, labour costs may increase due to, among other things, increases in the
minimum wage, changes in labour laws (including any potential re-characterisation of independent
contractors as employees) or intense competition for qualified personnel. The Gym has limited control
over the cost of utilities, including water, electricity and gas, the price and availability of insurance,
corporate taxes, the cost of meeting changing regulatory requirements and the cost to access capital or
financing. These and other costs may increase due to inflationary pressures or other factors. If The Gym
experiences such cost increases and is unable to offset these cost increases by increasing revenue or
achieving cost efficiencies, such cost increases could have a material adverse effect on its business, results
of operations, financial condition and prospects.

Disruptions and failures involving The Gym’s information technology systems could adversely affect member
enrolment, member services and financial and administrative functions.

The Gym’s ability to enrol members, engage and market to its existing members, target former members to
rejoin, process payments, control gym access, monitor security and engage in other critical business tasks is
dependent on the efficient and uninterrupted performance of its information technology systems, many of
which are outsourced to third party providers. In particular, disruptions or failures that affect gym access,
marketing, billing and other administrative functions could have an adverse effect on The Gym’s financial
performance. While The Gym fully backs up all of its membership and business information using third
party locations and has a full business continuity plan in place, any delay or failure on the part of the data
back-up provider or in executing its business continuity plan may hinder its ability to resolve information
technology system disruptions or failures in a timely and effective manner. Any disruption or failure
involving The Gym’s information technology systems could have a material adverse effect on The Gym’s
business, results of operations, financial condition and prospects.

Any issues, viruses, data inconsistencies, outages, interruptions or security breaches in connection with The
Gym’s information technology systems generally, could cause significant disruption to The Gym, and its
members may become dissatisfied if such disruption or failure interrupts The Gym’s ability to provide its
members access to its gyms or to other services. Member dissatisfaction may cause members to stop using
The Gym’s services, cancel their membership or otherwise generate negative publicity, which could result
in a material adverse effect on The Gym’s business, results of operations, financial condition and
prospects.

In addition, The Gym’s payment processing system (processing direct debit, credit and debit cards) and
customer contact centre are outsourced to third party providers and potential failure by such providers to
provide high quality uninterrupted service is beyond The Gym’s control. Furthermore, The Gym is
currently migrating its membership database and customer relationship management system to a different
third party provider, which is expected to be completed in the second quarter of 2016. Any issues, data
inconsistencies or security breaches in connection with the migration or any disruptions to The Gym’s
information technology systems generally as a result of a failure by one of its third party providers or as a
result of failure in migration, could have a material adverse effect on The Gym’s business, results of
operations, financial condition and prospects.

The Gym relies on positive recognition of its brand and reputation by members and potential members.

The Gym relies on positive brand recognition, among other factors, to attract and retain members. Brand
value or reputation can be severely damaged even by isolated incidents, particularly if the incidents receive
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considerable negative publicity or result in litigation. Some of these incidents may relate to The Gym’s
growth strategies, its development efforts or the ordinary course of its business, such as:

* unsatisfactory customer service, which impact may be magnified by negative commentary on social
media;

e poor condition of a gym, including age of equipment, cleanliness or overcrowding;
e gym access or other issues resulting from a failure of its information technology systems; or

e breach or allegations of breach of legal and regulatory obligations, including health and safety
requirements.

Other incidents that may disrupt the the Group’s gym experience or generate negative publicity may arise
from events that are or may be beyond the Group’s control, such as:

e data security breaches or fraudulent activities associated with The Gym’s customer records or
electronic payment systems, which are provided by third party providers;

* safety and other incidents during manned or unmanned operating hours;

e litigation and legal claims;

e third party misappropriation, dilution or infringement of its intellectual property; or

e illegal activity targeted at The Gym or others (for example, illegal use of gyms by non-members).

Failure to address, or appearing to fail to address, these and other issues could erode consumer confidence
in the Group’s gyms or its brand’s value and may significantly reduce consumer demand for the Group’s
gyms, which may result in fewer memberships sold or renewed and diminish The Gym’s ability to attract
and retain quality staff. Furthermore, negative commentary about The Gym may be posted on social media
or similar platforms at any time and may harm The Gym’s reputation or business. Consumers value readily
available information about gyms and often act on such information without further investigation and
without regard to its accuracy. The harm may be immediate without affording The Gym an opportunity for
redress or correction. Restoring the brand and reputation of The Gym may be costly and difficult to
achieve.

If The Gym’s efforts to maintain and expand its brand and reputation, through marketing initiatives such
as press announcements, events, social media, online advertising and search engine optimisation to
increase its organic and paid search positions in major search engines’ results, are unsuccessful, or if The
Gym’s brand or reputation is harmed due to the above factors or otherwise, its business, results of
operations, financial condition and prospects could be materially adversely affected.

If The Gym cannot retain its Senior Management team, other key management and gym managers while controlling
labour costs, it may not be able to manage its operations successfully and pursue its strategic objectives.

The Gym’s successful implementation of its strategy is dependent on its ability to recruit, retain and
motivate high-quality senior management and other personnel with extensive experience and knowledge of
the fitness industry, especially gym managers and regional managers who play an important role in the
operation of the Group’s gyms. Availability of such personnel is limited and competition for such
personnel is intense. If The Gym is unable to effectively manage its employee turnover rate, it could have a
material adverse effect on its business. The Gym’s ability to meet its labour needs more generally, while
controlling its labour costs, is subject to many external factors, including competition for and availability of
qualified personnel in a given market, unemployment levels within those markets, wage rates, health and
other insurance costs, pension costs and changes in employment and labour or other workplace regulation.
The departure of senior management personnel or a failure to attract and retain management or qualified
employees while controlling labour costs could delay or prevent the achievement of The Gym’s strategic
objectives and could have a material adverse effect on its business, financial condition, results of
operations and prospects.
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Due to the capital-intensive nature of its business, The Gym may have to incur additional indebtedness or issue new
equity securities in the medium-term and, if The Gym is not able to access additional financing or capital, its ability
to operate successfully or expand its business may be impaired and its results of operations could be adversely
affected.

The opening of new gyms and maintenance of existing gyms are capital intensive, and The Gym requires
significant capital to finance such activities, as well as to fund ongoing investments in its business and to
meet its debt obligations. The Group is pursuing its roll-out strategy and although the Directors believe
that The Gym has sufficient working capital for the next 12 months, the Group may need to incur
additional indebtedness to meet its capital requirements in the medium-term, which could increase its
finance costs or be available only on terms that restrict its business. Pro forma for the Offer, as adjusted for
the Refinancing, The Gym had total liabilities of £36.9 million as at 30 June 2015, consisting principally of
trade payables and obligations under its term debt, £25.0 million of committed but undrawn debt facilities
to fund capital expenditure and £5.0 million of undrawn working capital facilities.

If debt financing is not available to fund The Gym’s future investments in its business, The Gym may seek
to issue new equity securities to fund its capital requirements or alternatively, to substantially reduce its
growth plans. Any inability or delay in raising additional capital when required may cause The Gym to lose
future opportunities or hinder its ability to respond to competitive pressures, which could have a material
adverse effect on The Gym’s business, financial condition, results of operations and prospects.

The Gym’s dependence on a limited number of contractors and suppliers for site fit out, equipment and certain
products and services could result in disruptions to its business and could have a material adverse effect on its
business, financial condition, results of operations and prospects.

The Gym relies on third-party contractors and suppliers for various matters, including for site fit out, gym
equipment, member payment processing, cleaning services, certain marketing functions and security
monitoring and response. Although The Gym believes that adequate substitutes are currently available, it
depends on these third-party contractors and suppliers to operate its day-to-day business efficiently and
consistently meet its business requirements. The ability of these third-party contractors and suppliers to
successfully provide reliable and high-quality services is subject to technical and operational risks that are
largely beyond the control of The Gym. Any disruption to the operations of its contractors and suppliers
could impact The Gym’s ability to service its existing gyms and open new gyms on time or at all and thereby
generate revenue. If The Gym loses such contractors and suppliers or such contractors and suppliers
encounter financial hardships unrelated to the demand for The Gym’s site fit out, equipment or other
products or services, The Gym may not be able to identify or enter into agreements with alternative
contractors and suppliers on a timely basis on acceptable terms, if at all. Transitioning to new contractors
and suppliers may be time consuming and expensive and may result in interruptions to The Gym’s
operations. For example, all of the Group’s gym equipment is provided by a single supplier and, if such
relationship were terminated or if such supplier was unable to honour its commitments for any reason, in
particular to service fitness equipment during the contractual period, The Gym would need to find suitable
alternative suppliers on short notice and may be unable to negotiate equally favourable terms. Any
significant increase in the price of gym equipment could adversely impact its financial condition and results
of operation. If The Gym should encounter delays or difficulties in securing the quantity of equipment it
requires to open new and maintain or upgrade existing gyms, its other contractors and suppliers encounter
difficulties meeting its demands for products or services or there is a deficiency, lack or poor quality of
products or services provided, The Gym’s ability to serve its members and grow its brand would be
interrupted. Any of these events could have a material adverse effect on The Gym’s business, financial
condition, results of operations and prospects.

The Gym’s intellectual property rights, including trademarks and trade names, may be infringed, misappropriated
or challenged by others.

The Gym believes its brand and related intellectual property are important to its continued success. The
Gym seeks to protect its trademarks, trade names, copyrights and other intellectual property by exercising
its rights under applicable laws. The Gym may also from time to time be required to initiate litigation to
enforce its trademarks, trade names and other intellectual property. Third parties may also assert that The
Gym has infringed, misappropriated or otherwise violated their intellectual property rights, which could
lead to litigation against The Gym. Litigation is inherently uncertain and could divert the attention of
management, result in substantial costs and diversion of resources and could negatively affect The Gym’s
membership sales and profitability regardless of whether The Gym is able to enforce or defend its rights
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successfully. If The Gym fails to successfully protect its intellectual property rights for any reason, or if any
third party misappropriates, dilutes or infringes its intellectual property, the value of The Gym’s brand may
be harmed, which could have an adverse effect on its business, financial condition, results of operations
and prospects.

The Gym may identify and pursue certain mergers or acquisitions and the failure to complete them and successfully
integrate such businesses could have a negative impact on its business, financial condition, result of operations and
prospects.

As part of its strategy, the Group will continue to assess acquisition opportunities for gyms from other
health and fitness operators in the UK to complement its organic site roll out strategy. The Gym’s success
in making such acquisitions could be affected by a number of factors, including legal and regulatory
changes, competition regulations, general macroeconomic, social and political conditions and available
capital.

The Gym’s ability to make future acquisitions depends, in part, on its available financial resources and
could be limited by restrictions imposed by competition or other authorities or by availability of funding, in
particular under the Group’s credit arrangements. Future acquisitions may require the Group to borrow
additional debt, issue additional equity, or assume significant liabilities, resulting in either increased
financial leverage or significant dilution of existing shareholders. In addition, any financing arrangements
that The Gym may enter into in respect of future acquisitions might be available only on terms that restrict
The Gym’s business.

Acquiring new businesses can place significant demands on management, employees, systems and
resources and can expose The Gym to new or unidentified liabilities. An acquired business also may not
perform in line with expectations to justify the expense of acquisition. Furthermore, The Gym may not
achieve the desired level of synergy benefits on integration of new businesses and the cost of achieving
those benefits may be higher than anticipated. Failure to identify, complete and integrate acquisitions
successfully could have a material adverse effect on The Gym’s business, financial condition, results of
operations and prospects.

The Gym may expand into new European markets, which may have different market conditions and consumer
preferences than the UK.

Part of The Gym’s long-term strategy includes the potential expansion into new European markets through
the acquisition of existing gym portfolios or through organic roll out. Other European markets may have
different competitive conditions, market conditions, consumer preferences and discretionary consumer
spending habits than the UK, which may cause gyms in these markets to perform differently than the
Group’s gyms in the UK and fail to deliver the expected financial performance. In addition, any such
future expansion would result in the Group’s operations being subject to new laws and regulations and
could increase costs associated with complying with existing laws, regulations or licensing and authorisation
regimes. Expansion into a new European market could also subject the Group to risks related to adverse
fluctuations in currency exchange rates. Any of the above factors could have a material adverse effect on
The Gym’s business, financial condition, results of operations and prospects.

The Gym may be unable to maintain the required level of insurance cover on acceptable terms or at an acceptable
cost.

The Gym might not be able to maintain general liability insurance on acceptable terms in the future or
maintain a level of insurance that would provide adequate coverage against potential health and safety
claims. An increase in the number of claims against health and fitness gym operators generally may result
in the cost of insurance for the industry as a whole to rise and comprehensive insurance coverage may
become more difficult to attain. Any increase in the cost of insurance in the market is likely to impact The
Gym’s business, financial condition, results of operations and prospects.

The Gym may be forced to close gyms temporarily due to unforeseen circumstances.

The Gym may be forced to temporarily close gyms due to any number of unforeseen circumstances,
including as a result of fire, flood, technical difficulties, loss of power, health and safety incident, terrorist
incident or natural disaster. Any prolonged closures may materially adversely affect The Gym’s results of
operations and may also result in longer term reductions in revenue as a result of termination of
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memberships by members of the affected gyms. Any losses may be in excess of, or outside the scope of,
The Gym’s insurance.

Risks relating to the industry
The UK health and fitness industry is highly competitive and The Gym may fail to compete effectively.

The UK health and fitness industry is highly competitive. Competition for provision of health and fitness
services is highly localised and The Gym competes with all local health and fitness operators, gyms, sports
and leisure centres offering exercise activities both by the private and the public sectors. In addition,
individuals wishing to exercise have a wide variety of options available to them other than using purpose-
built health and fitness facilities. These include engaging in outdoor activities such as cycling, running,
group exercise programmes, participating in other sports (including team sports), office gyms or using
exercise machines or weights, fitness apps or other online programmes at home. Competitors, which may
be new or existing operators, including companies that have greater resources or greater name recognition
than The Gym, may compete to attract members in its markets. Non-profit and local authorities in The
Gym’s markets may be able to obtain land and construct gyms at a lower cost and may be able to collect
membership fees without paying taxes or receive preferential VAT treatment, thereby allowing them to
charge lower prices. Due to the increased number of low-cost health and fitness gym operators in the UK,
The Gym may face increased competition in the low-cost gym segment, especially if these operators charge
lower membership prices than The Gym. As at 31 March 2015, the largest low-cost gym provider in the
UK, by number of gyms, was Pure Gym with 92 gyms, while The Gym was the second largest provider with
57 gyms (as of 30 September 2015, The Gym operates 66 gyms). Other low-cost competitors include
Fit4Less, Xercise4Less and Fitness4Less. In addition, because The Gym does not have exclusive rights to
many of the elements that comprise its in-gym experience and service offering, competitors may attempt to
copy or improve on The Gym’s business model, or portions thereof, which could erode The Gym’s
competitive position, market share and brand recognition and adversely affect its prospects. There is also a
risk that traditional health and fitness clubs may also lower prices or create lower price brand alternatives
to more effectively compete with The Gym.

Consolidation in the health and fitness industry could result in increased competition among participants
and new market entrants, particularly from large multi-facility operators that are able to compete for
attractive acquisition opportunities or newly constructed gym locations, thereby increasing costs associated
with expansion through acquisition, lease negotiation and organic growth. Some competitors may have an
expectation of a lower ROCE than The Gym which means that they would be able to offer lower
membership fees to the public for equivalent services. The Gym also faces competition from operators
offering comparable or higher pricing with higher levels of service and other amenities. In response to
competition from existing competitors, new entrants to the markets in which The Gym operates,
consolidation in the industry or an otherwise changing competitive landscape, The Gym’s business may
from time to time make certain pricing, service or sales and marketing decisions that could have an adverse
effect on its results of operations and financial condition. In addition, because The Gym does not have
exclusive rights to many of the elements that comprise its in-gym experience and service offering,
competitors may seek to copy or improve on its business model, which could harm The Gym’s competitive
position. If The Gym cannot respond adequately to these multiple sources and types of competition, its
growth strategy as well as its business, financial condition, results of operations and prospects could be
materially adversely affected.

The Gym’s success is dependent on the continuing consumer popularity of health and fitness.

The Gym’s success is dependent on the continuing popularity of gyms in the UK. Alternative forms of
fitness or venues for fitness are becoming popular and new trends in the type of health and fitness gym that
consumers wish to join may continue to grow in popularity in the future. There may be other changes in
consumer preferences; for example, a preference for home fitness equipment, team sports and other
outdoor fitness activities, fitness apps, online personal training and fitness coaching or other online
programmes or there may be a change in the public’s perception of the benefits of exercise. The
development of pharmaceutical drugs that may lead to weight loss may also impact membership levels. If
The Gym is unable to anticipate and adapt to user preferences or industry changes, or if The Gym is
unable to adapt its services on a timely basis, The Gym may lose members, which may have a material
adverse effect on The Gym’s business, financial condition, results of operations and prospects.
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The Gym operates in the health and leisure sector and its business may be significantly adversely affected by
economic conditions and other factors in the UK affecting levels of disposable income and consumer confidence.

The Gym currently operates exclusively in the UK, which exposes it to adverse developments related to
competition, changes in consumer preference, general deterioration in economic conditions or
demographic changes in the UK market. Adverse developments in macroeconomic conditions, which
result in the lower availability of credit, higher interest rates and tax rates, increased unemployment, higher
consumer debt levels, lower consumer confidence, lower wage and salary levels, inflation or the public
perception that any of these conditions may occur, could adversely impact gym memberships in the UK.
Membership of a gym may be viewed as a non-essential item and, in times of economic uncertainty or
recession, members of gyms may terminate or suspend their membership. Macroeconomic conditions and
uncertainties may also impact The Gym’s suppliers in ways that would adversely affect The Gym’s business
and results of operations, including supplier closures or increases in costs of equipment or services. Lower
levels of future economic growth or any deterioration in the UK economy could have a material adverse
effect on The Gym’s business, financial condition, results of operations and prospects.

Risks relating to the regulatory environment
The Gym’s growth may be hindered by the application of competition regulations.

The Gym is subject to competition regulation in the UK, which could delay or prevent potential mergers or
acquisitions or hinder its commercial activities in general. For example, in 2014, The Gym sought to merge
with Pure Gym but abandoned merger plans after the UK Competition and Markets Authority’s decision
to refer the merger for a phase II competition review. If future acquisitions are blocked due to competition
concerns, or if The Gym is subject to any investigation by or sanctions from the competition authorities in
the UK under any current or future competition legislation, its business, financial condition, results of
operations and prospects may be materially adversely affected.

The Group could be subject to material fines and claims related to health and safety risks at its gyms.

Use of the Group’s gym services and facilities, including exercise equipment, poses potential health and
safety risks, including serious injury or death, to members, employees and third party contractors. For
example, water hygiene problems could develop in The Gym’s washing facilities that may cause a potential
health risk to members and employees, or an accident on the gym floor involving The Gym’s fitness
equipment. The Gym may be subject to material claims asserted against it for any injury or death suffered
by someone using its facilities or services, during or outside of normal staffing hours. The Gym might not
be able to successfully defend such claims and it may be liable for fines, damages and costs in excess of, or
outside the scope of, its insurance coverage. Even with adequate insurance, such claims may cause
significant damage to The Gym’s reputation and may have a material impact on its ability to attract or
retain members. Any such fines or claims may have a material adverse effect on The Gym’s business,
financial condition, results of operations and prospects.

Failure to comply with regulations, planning and licensing regimes, or changes thereof, could result in temporary or
permanent mandatory closure of the relevant gym, the imposition of fines or other sanctions or substantial
additional compliance costs.

The Group’s operations and gyms are subject to various laws, regulations, planning and licensing regimes,
including in-person marketing, licensing, signage planning, advertising standards and noise abatement
requirements. Some environmental laws and regulations impose liability and responsibility on present and
former owners, operators or users, including tenants, of sites for the clean-up of contamination at, or
arising from, such sites, without regard to causation or knowledge of contamination. Although The Gym is
not aware of any actual or pending liabilities, claims or actions relating to contamination of any of its
current sites, future investigations may lead to discoveries of contamination that The Gym is required to
remedy or damage that may subject The Gym to claims or regulatory proceedings. A breach of
environmental regulations or standards relating to health and safety or marketing and advertising could
potentially lead to the mandatory closure of the relevant gym for a period of time. The Gym may also be
subject to claims by members and other visitors alleging exposure to potentially harmful substances that
may be present within the Group’s gym sites. The Gym may not be able to successfully defend against such
claims or regulatory proceedings. Any such actions may also lead to negative publicity for The Gym and
adversely affect The Gym’s ability to attract new and retain existing members.
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New laws, regulations and licensing regimes or changes in existing laws and regulations, particularly those
relating to environmental protection, health and safety, labour and employment, tax, competition,
consumer protection, marketing and advertising practices, privacy and information security, may require
extensive system and/or operating changes that may be difficult to implement and could increase The
Gym’s operating expenses or subject The Gym to additional costs, fines or other penalties. For example, a
change in the VAT or other tax regimes applicable, or the application thereof, to the Group’s business may
result in uncertainty, disruption to operations and implementation costs, which the Group may not be able
to pass on to its customers. Compliance with, or any violation of, current and future laws, regulations or
licensing regime could require material expenditures by The Gym, expose The Gym to government
enforcement action and claims by members or otherwise materially adversely affect its business, financial
condition, results of operations and prospects.

Failure to comply with data protection legislation or a security breach or system failure in The Gym’s technical or
information technology infrastructure could result in significant harm to The Gym’s performance or harm its
revenue.

In the ordinary course of business, The Gym collects, transmits and stores member and employee data,
including dates of birth and other highly sensitive personally identifiable information (in some cases,
information about their physical health), in information systems that it maintains and in those maintained
by third party service providers. The Gym’s membership database currently has approximately 1.6 million
prospective, current and former members. This data could be an attractive target for cyber-attack by
malicious third parties with a wide range of motives and expertise, including organised criminal groups,
hackers, disgruntled current or former employees and others. The protection of such member and
employee data is critical to The Gym. Furthermore, The Gym’s use of this information is subject to
numerous laws, regulations and standards designed to protect sensitive or confidential client and employee
data, including, among others, the UK Data Protection Act (the “DPA”) and the UK Payment Card
Industry Data Security Standard (“PCI DSS”).

Despite the security measures The Gym has in place to comply with applicable laws, regulations and
standards, its facilities and systems, and those of its third party providers, may be vulnerable to security
breaches, acts of cyber terrorism or sabotage, vandalism or theft, computer viruses, misplaced or lost data,
programming and human errors or other similar events. A breach of data protection legislation involving
the misappropriation, loss or other unauthorised disclosure of sensitive or confidential member
information, including the use of such information for direct marketing purposes, whether by The Gym,
one of its sub-contractors or service providers or an unrelated party, could result in regulatory action,
compensation claims and adverse publicity. In addition, compliance with evolving privacy and security laws,
requirements and regulations may result in cost increases due to necessary systems changes, new
limitations or constraints on The Gym’s business models and the development of new administrative
processes. Any of the foregoing could have a material adverse effect on The Gym’s business, financial
condition, results of operations and prospects.

The Gym’s expansion may be adversely affected by licensing regimes or tariffs.

Any significant increase in the rates, taxes and other costs and tariffs levied by local municipalities where
the Group’s gyms are located could have a material adverse effect on its profitability and financial
condition. The Gym has no control over the amounts levied and could experience increases in the future.
Compliance with relevant planning laws and building regulations, or the requirement to pay increased
rates and taxes, could restrict or delay The Gym’s expansion plans or increase its costs. Any of the
foregoing could have a material adverse effect on The Gym’s business, financial condition, results of
operations and prospects.

Risks relating to the Offer and the Ordinary Shares

The Institutional Selling Shareholders will retain a significant interest in and will continue to exert substantial
influence over The Gym following the Offer and their interests may differ from or conflict with those of other
shareholders.

Following Admission, the Institutional Selling Shareholders will continue to beneficially own 42.0 per cent.
of the issued Ordinary Share capital of The Gym. As a result, the Institutional Selling Shareholders will
possess sufficient voting power to have a significant influence over all matters requiring shareholder
approval, including the election of directors and approval of significant corporate transactions. The
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interests of the Institutional Selling Shareholders may not always be aligned with those of other holders of
Ordinary Shares.

There is no existing market for the Ordinary Shares and an active trading market for the Ordinary Shares may not
develop or be sustained.

Prior to Admission, there has been no public trading market for the Ordinary Shares. Although The Gym
has applied to the UK Listing Authority for admission to the premium listing segment of the Official List
and has applied to the London Stock Exchange for admission to trading on its main market for listed
securities, The Gym can give no assurance that an active trading market for the Ordinary Shares will
develop or, if developed, could be sustained following the closing of the Offer. If an active trading market
is not developed or maintained, the liquidity and trading price of the Ordinary Shares could be adversely
affected and investors may have difficulty selling their Ordinary Shares.

The market price of the Ordinary Shares could be negatively affected by sales of substantial numbers of such shares
in the public markets, including following the expiry of the lock-up periods, or the perception that these sales could
occur.

Following Admission, the Institutional Selling Shareholders will beneficially own approximately 42.0 per
cent. of The Gym’s issued Ordinary Share capital. The Gym, the Directors, the Institutional Selling
Shareholders and the Individual Selling Shareholders are subject to restrictions on the issue, sale and/or
transfer, as applicable, of their respective holdings in The Gym’s issued share capital. The issue or sale of a
substantial number of Ordinary Shares by The Gym, Directors, the Institutional Selling Shareholders or
the Individual Selling Shareholders in the public market after the lock-up restrictions in the Underwriting
Agreement expire (or are waived by the Joint Global Co-ordinators), or the perception that these sales
may occur, may depress the market price of the Ordinary Shares and could impair The Gym’s ability to
raise capital through the sale of additional equity securities.

The market price of the Ordinary Shares may prove to be volatile and may be subject to fluctuations, including
significant decreases.

The Offer Price will be determined by the Institutional Selling Shareholders and The Gym after
consultation with the Joint Global Co-ordinators, and may not be indicative of the market price for the
Ordinary Shares following the Admission. The market price of the Ordinary Shares could be volatile and
subject to significant fluctuations due to a variety of factors, including, without limitation, those referred in
these Risk Factors, changes in general market conditions or changes in sentiment in the stock market
regarding the Ordinary Shares or securities similar to them. Stock markets have from time to time
experienced significant price and volume fluctuations that have affected the market prices for securities
and which may be unrelated to The Gym’s operating performance or prospects. Events that could
adversely affect the market price of the Ordinary Shares include:

e variations in The Gym’s operating results;
* changes in financial estimates by industry participants or securities analysts;
e variation in the Group’s gym membership levels;

e any shortfall in The Gym’s operating results and prospects from time to time from levels expected by
market commentators;

* higher than expected increases in capital expenditure;
e  business developments of The Gym or its competitors;

e announcements by The Gym of acquisitions, strategic alliances, joint ventures, new initiatives, new
products or new product ranges;

*  speculation about The Gym in the press or the investment community;
e unfavourable press and social media commentary;

e changes in market conditions;

e changes in the market valuations of similar companies;

* regulatory changes affecting The Gym’s operations; and
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* changes in the political, economic or social conditions in the UK or other geographic markets in which
The Gym may operate in the future.

In addition, potential investors should be aware that no stabilisation will be carried out in connection with
the Offer and therefore there may be a greater risk of price volatility following the Offer than would
otherwise be the case. Any or all of these factors could result in material adverse fluctuations in the price
of the Ordinary Shares, which could lead to Shareholders getting back less than they invested or a total loss
of their investment.

Shareholders in the United States and other jurisdictions may not be able to participate in future equity offerings.

The Articles provide for pre-emption rights to be granted to shareholders in The Gym, unless such rights
are disapplied by a shareholder resolution. However, securities laws of certain jurisdictions may restrict
The Gym’s ability to allow participation by shareholders in future offerings. In particular, shareholders in
the United States may not be entitled to exercise these rights, unless either the Ordinary Shares and any
other securities that are offered and sold are registered under the US Securities Act, or the Ordinary
Shares and such other securities are offered pursuant to an exemption from, or in a transaction not subject
to, the registration requirements of the Securities Act. The Gym cannot assure prospective investors that
any exemption from such overseas securities law requirements would be available to enable US or other
shareholders to exercise their pre-emption rights or, if available, that The Gym will utilise any such
exemption.

Not all rights available to shareholders under US law will be available to holders of the Ordinary Shares.

Rights afforded to shareholders under English law differ in certain respects from the rights of shareholders
in typical US companies. The rights of holders of the Ordinary Shares are governed by English law and the
Articles. In particular, English law currently limits significantly the circumstances under which the
shareholders of English companies may bring derivative actions. Under English law, in most cases, only
The Gym may be the proper plaintiff for the purposes of maintaining proceedings in respect of wrongful
acts committed against it and, generally, neither an individual shareholder, nor any group of shareholders,
has any right of action in such circumstances. In addition, English law does not afford appraisal rights to
dissenting shareholders in the form typically available to shareholders in a US company.

The Gym may choose not to or may be unable to pay dividends and it cannot assure investors that it will make
dividend payments in the future.

The Gym may not be able to, or may choose not to, pay dividends in the future. The payment of future
dividends will depend on, among other factors, The Gym’s future profits, financial position, distributable
reserves, working capital requirements, finance costs, general economic conditions and other factors that
the Directors deem significant from time to time. The Gym may choose not to pay dividends if the
Directors believe that this could cause any Group member to be less than adequately capitalised or if for
any other reason the Directors conclude it will not be in the best interests of The Gym. Accordingly, there
can be no assurance that The Gym will pay dividends or, if it does choose to pay dividends, as to the
amount of such dividends.

The issuance of additional Ordinary Shares in The Gym in connection with future acquisitions, any share incentive
or share option plan or otherwise may dilute all other shareholdings.

The Gym may seek to raise financing to fund future acquisitions and other growth opportunities. In certain
circumstances, The Gym may, for these and other purposes, including pursuant to any share incentive or
share option plan, issue additional equity or convertible equity securities. As a result, existing holders of
Ordinary Shares may suffer dilution in their percentage ownership or the market price of the Ordinary
Shares may be adversely affected.

Overseas shareholders may be subject to exchange rate risk.

The Ordinary Shares are, and any dividends to be paid in respect of them will be, denominated in pounds
sterling. An investment in Ordinary Shares by an investor whose principal currency is not pounds sterling
exposes the investor to foreign currency exchange rate risk. Any depreciation of pounds sterling in relation
to such foreign currency will reduce the value of the investment in the Ordinary Shares or any dividends in
foreign currency terms.
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PART 2
PRESENTATION OF FINANCIAL AND OTHER INFORMATION

GENERAL

Prospective investors should only rely on the information in this Prospectus. No person has been
authorised to give any information or to make any representations in connection with the Offer, other than
those contained in this document and, if given or made, such information or representations must not be
relied upon as having been authorised by or on behalf of the Company, the Directors, the Selling
Shareholders or any of the Banks. No representation or warranty, express or implied, is made by any of the
Banks or any selling agent as to the accuracy or completeness of such information, and nothing contained
in this document is, or shall be relied upon as, a promise or representation by any of the Banks or any
selling agent as to the past, present or future. Without prejudice to any obligation of the Company to
publish a supplementary prospectus pursuant to FSMA, neither the delivery of this document nor any
subscription or sale of Ordinary Shares pursuant to the Offer shall, under any circumstances, create any
implication that there has been no change in the business or affairs of the Group since the date of this
document or that the information contained herein is correct as of any time subsequent to its date.

The Company will update the information provided in this document by means of a supplement hereto if a
significant new factor that may affect the evaluation by prospective investors of the Offer occurs after the
publication of the Prospectus and prior to Admission or if this document contains any material mistake or
substantial inaccuracy. The Prospectus and any supplement thereto will be subject to approval by the FCA
and will be made public in accordance with the Prospectus Rules. If a supplement to the Prospectus is
published prior to Admission, investors shall have the right to withdraw their applications for Ordinary
Shares made prior to the publication of the supplement. Such withdrawal must be made within the time
limits and in the manner set out in any such supplement (which shall not be shorter than two clear business
days after publication of the supplement).

The contents of this document are not to be construed as legal, business or tax advice. Each prospective
investor should consult his or her own lawyer, business adviser, financial adviser or tax adviser for legal,
business, financial or tax advice. In making an investment decision, each investor must rely on their own
examination, analysis and enquiry of the Company and the terms of the Offer, including the merits and
risks involved.

This Prospectus is not intended to provide the basis of any credit or other evaluation and should not be
considered as a recommendation by any of the Company, the Directors, the Selling Shareholders, any of
the Banks or any of their representatives that any recipient of this document should subscribe for or
purchase the Ordinary Shares. Prior to making any decision as to whether to subscribe for or purchase the
Ordinary Shares, prospective investors should read this document. Investors should ensure that they read
the whole of this document carefully and not just rely on key information or information summarised
within it. In making an investment decision, prospective investors must rely upon their own examination of
the Company and the terms of this document, including the risks involved.

Investors who subscribe for or purchase Ordinary Shares in the Offer will be deemed to have
acknowledged that: (i) they have not relied on any of the Banks or any person affiliated with any of them in
connection with any investigation of the accuracy of any information contained in this document or their
investment decision; and (ii) they have relied on the information contained in this document, and no
person has been authorised to give any information or to make any representation concerning the Group
or the Ordinary Shares (other than as contained in this document) and, if given or made, any such other
information or representation should not be relied upon as having been authorised by the Company, the
Directors, the Selling Shareholders or any of the Banks.

None of the Company, the Directors, the Selling Shareholders or any of the Banks or any of their
representatives is making any representation to any offeree, subscriber or purchaser of the Ordinary
Shares regarding the legality of an investment by such offeree, subscriber or purchaser.

In connection with the Offer, the Banks and their respective affiliates, acting as investors for their own
accounts, may subscribe for and/or acquire Ordinary Shares and in that capacity may retain, purchase, sell,
offer to sell or otherwise deal for their own accounts in such Ordinary Shares and other securities of the
Company or related investments in connection with the Offer or otherwise. Accordingly, references in this
Prospectus to the Ordinary Shares being issued, offered, subscribed, acquired, placed or otherwise dealt in
should be read as including any issue, offer, subscription, acquisition, dealing or placing by, each of the
Banks and any of their affiliates acting as investors for their own accounts. In addition, certain of the Banks
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and their affiliates may enter into financing arrangements (including swaps) with investors in connection
with which such Banks (or their affiliates) may from time to time acquire, hold or dispose of Ordinary
Shares. None of the Banks intends to disclose the extent of any such investment or transactions otherwise
than in accordance with any legal or regulatory obligations to do so.

The Banks and any of their respective affiliates may have engaged in transactions with, and provided
various investment banking, financial advisory and other services for the Company and the Selling
Shareholders, for which they would have received customary fees. The Banks and any of their respective
affiliates may provide such services to the Company and the Selling Shareholders and any of their
respective affiliates in the future.

PRESENTATION OF FINANCIAL INFORMATION

The financial information in this Prospectus has been prepared in accordance with the basis of preparation
as described in note 2 to the Group’s historical financial information set out in Part 11: “Historical
Financial Information” of this Prospectus (the “Historical Financial Information”). The accounting
policies applied to the financial information of the Company are applied consistently in the financial
information in this Prospectus.

Financial information

The Historical Financial Information comprises the years ended and as at 31 December 2012, 2013 and
2014 and the six months ended and as at 30 June 2014 and 2015. The Group’s significant accounting
policies are set out within note 2 of the Group’s Historical Financial Information. For purposes of this
Prospectus, the term “Group” means the Company and its combined subsidiaries and subsidiary
undertakings.

Unless otherwise stated in this document, financial information in relation to the Group referred to in this
document has been extracted without material adjustment from the Historical Financial Information or
has been extracted from those of the Group’s accounting records and its financial reporting and
management systems that have been used to prepare that financial information. Investors should ensure
that they read the whole of this document and not only rely on the key information or information
summarised within it.

The Group presents financial information on its combined income statement (i) before exceptional items
that the Directors believe are not indicative of its underlying operating performance and (ii) after such
exceptional items. In 2012, exceptional items consisted of transaction fees relating to the Phoenix
Investment and costs incurred in relation to the relocation of a gym. In 2013, exceptional items consisted of
transaction fees relating to the Phoenix Investment, other aborted acquisition costs and costs incurred in
relation to the relocation of a gym. In 2014, exceptional items consisted of costs in relation to the
evaluation of a potential merger with Pure Gym Limited and costs incurred in relation to the relocation of
a gym. In the six months ended 30 June 2015, exceptional items consisted of costs incurred in connection
with the Group’s initial public offering, costs in relation to the evaluation of a potential merger with Pure
Gym Limited and other aborted transaction costs (see Part 9: “Operating and Financial Review”). The Gym
does not adjust for any items that it believes to occur in the normal course of business.

The financial information presented in this Prospectus was not prepared in accordance with US Generally
Accepted Accounting Principles (“US GAAP”) or audited in accordance with US Generally Accepted
Auditing Standards (“US GAAS”) or the auditing standards of the Public Company Accounting Oversight
Board (“PCAOB Standards”). No opinion or any other assurance with regard to any financial information
was expressed under US GAAP, US GAAS or PCAOB Standards and the financial information is not
intended to comply with the US Securities and Exchange Commission reporting requirements. Compliance
with such requirements would require modification, reformulation or exclusion of certain financial
measures. In addition, changes would be required in the presentation of certain other information. In
particular, no reconciliation to US GAAP is provided.

Phoenix Investment

On 13 June 2013, funds managed by Phoenix Equity Partners 2010 Guernsey Limited (the “Phoenix
Manager”) acquired a majority shareholding in the Group (the “Phoenix Investment”). In connection with
the investment, the current Group structure was adopted and The Gym Group Holdings Limited became
the holding company for the Group. See note 22 of the Group’s Historical Financial Information. As a
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result of the investment, the structure of the Group has not been the same throughout the entire period
covered by the financial information.

The results for the year ended 31 December 2012 have been prepared on the basis of the individual results
of The Gym Limited from 1 January 2012 to 31 December 2012. The combined income statement and the
statement of cash flows for the year ended 31 December 2012 and the combined statement of financial
position as at 31 December 2012 represent the individual statement of income, statement of cash flows and
statement of financial position of The Gym Limited.

The results for the year ended 31 December 2013 have been prepared on the basis of aggregating the
results of The Gym and its subsidiaries, other than The Gym Limited, from their respective dates of
incorporation to 31 December 2013, with the results of The Gym Limited from 1 January 2013 to
31 December 2013. The balance sheet as at 31 December 2013 represents the combined statement of
financial position of The Gym and its subsidiaries, including The Gym Limited.

The results for the year ended 31 December 2014 and for the 6 months ended 30 June 2014 and 2015 have
been prepared on the basis of the Group’s combined results for The Gym and its subsidiaries. The balance
sheet as at 31 December 2014 and 30 June 2014 and 2015 represent the combined statement of financial
position of The Gym and its subsidiaries.

The historical financial information has been prepared in accordance with with the basis of preparation as
disclosed in Part 11: “Historical Financial Information”.

Unaudited pro forma financial information

In this Prospectus, any reference to “pro forma” financial information is to information which has been
extracted without material adjustment from the unaudited pro forma financial information contained in
Part 12: “Unaudited Pro Forma Financial Information”. The unaudited pro forma financial information has
been prepared to illustrate the effect on the net assets of the Group of the receipt by the Company of the
net proceeds of the Offer and the Refinancing as if it had taken place on 30 June 2015.

Due to its nature, the unaudited pro forma financial information addresses a hypothetical situation and,
therefore, does not represent the Group’s actual financial position or results of the Group. It may not,
therefore, give a true picture of the Group’s financial position or results nor is it indicative of the results
that may, or may not, be expected to be achieved in the future. The unaudited pro forma financial
information has been prepared for illustrative purposes only in accordance with Annex II of the Prospectus
Directive.

Operating information and Non-IFRS financial information

This Prospectus contains certain operating measures, including Mature Gym portfolio information, New
Gym portfolio information, cohort information, total number of members, average number of members
and total number of visits, that The Gym uses to assess the performance of its business that are not defined
or recognised under International Financial Reporting Standards as adopted by the European Union
(“IFRS”), including Group Adjusted Net Income, Average Revenue per Member per Month, Group
Adjusted EBITDA, Group Adjusted EBITDA Margin, Group Adjusted EBITDA before Pre-Opening
Costs, Average Mature Gym Site EBITDA, Average Mature Gym Site EBITDA Margin, Average New
Gym Site EBITDA, Average New Gym Site EBITDA Margin, Average Mature Gym Site ROCE and
Group Operating Cash Flow and Group Operating Cash Flow Conversion.

Gyms

Mature Gym portfolio information

Based on the historic performance of the Group’s gyms, it has taken on average approximately 24 months
for the Group’s gyms to reach maturity. Information presented on a Mature Gym portfolio basis reflects
the performance attributable to the Group’s gyms that have been open for 24 months or more prior to the
end of the relevant reporting period, and accordingly excludes results for any gyms that have been open
less than 24 months prior to the end of the relevant reporting period. Information on a Mature Gym
portfolio basis is presented to enhance a prospective investor’s understanding of the Group’s results of
operations across financial periods and to reflect the performance of the Group’s estate of mature gyms
during the reporting period by excluding the impact of New Gym openings during the period, which
typically depress Group Adjusted EBITDA and Group Adjusted EBITDA Margin as a result of
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Pre-Opening Costs. As used in this Prospectus, “Pre-Opening Costs” means the costs associated with new
site openings, which primarily consists of staff costs, marketing and rent. Pre-Opening Costs were
£1.6 million, £1.0 million, £2.0 million, £0.6 million and £1.2 million in total for the years ended
31 December 2012, 2013 and 2014 and the six months ended 30 June 2014 and 2015, respectively.
Prospective investors should not consider information presented on a Mature Gym portfolio basis in
isolation, as a substitute for or superior to financial information prepared in accordance with IFRS.

The following table presents the total number of gyms and the total number of Mature Gyms for the
periods indicated:

Year ended
31 December

2012 2013 2014

Total number of Gyms . . . ... .. 32 40 55
Mature GYMS . . . .ot e e e e 10 16 32

New Gym portfolio information

Information presented on a New Gym portfolio basis reflects the performance attributable to the Group’s
gyms that have been open for less than 24 months prior to the end of the relevant reporting period, and
accordingly excludes results for any gyms that have been open for 24 months or more prior to the end of
the relevant reporting period. Information on a New Gym portfolio basis is presented to enhance a
prospective investor’s understanding of the results of operations of the Group’s estate of New Gyms across
financial periods by excluding the results of Mature Gyms during the period. Prospective investors should
not consider information presented on a New Gym portfolio basis in isolation, as a substitute for or
superior to financial information prepared in accordance with IFRS.

The following table presents the total number of gyms, the total number of New Gyms and the average
number of New Gyms for the periods indicated.

Year ended
31 December

2012 2013 2014

Total number of gyms . . . . .. .. 32 40 55
NEeWw GYMS . . oot e e e e e e e 22 24 23
Average number of New Gyms . ... ... ... 14 20 14

Cohort information

Information presented on a cohort basis reflects the performance attributable to the set of the Group’s
gyms that opened during a particular year. Information on a cohort basis is presented to enhance a
prospective investor’s understanding of the results of operations of the Group’s gyms by year of gym
opening. Prospective investors should not consider information presented on a cohort basis in isolation, as
a substitute for or superior to financial information prepared in accordance with IFRS.

The following table presents the total number of gyms in each cohort:

Number of Gyms

Cohort __in Cohort
2008 Cohort and 2009 Cohort (combined) . ... ........... ... 5

2010 CohOrt . .« o et 5

2011 CohOrt .« o e 6

2012 CohOrt . o o e e 16

2013 CohOrt . . ot 8

2014 CohOrt . . oo 15
Membership

Total number of members and average number of members

The Gym’s total number of members, as used in this Prospectus, for a given period, is the total number of
members (including members who suspend (“freeze”) their memberships, but not including members who
have cancelled their membership) as at the end date for the relevant period. The Gym’s average number of
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members for a given period is calculated as the sum of the total number of members across The Gym’s
estate, or on a New Gym portfolio or Mature Gym portfolio basis, at the end of each month for the
relevant period divided by the number of months in the period. It excludes members recruited in the
pre-selling phase for gyms not yet open.

Total number of visits

Total number of visits, as used in this Prospectus, means the total number of visits to The Gym’s clubs,
across its estate or on a New Gym portfolio or Mature Gym portfolio basis, by members during the
relevant period.

Group Adjusted Net Income

Group Adjusted Net Income, as used in this prospectus, means profit before tax excluding amortisation of
intangibles and exceptional items, and excluding tax on the excluded items.

Average Revenue per Member per Month

Average Revenue per Member per Month, as used in this Prospectus, for a given period, is the Group’s
revenue for the period divided by the number of months in that period and further divided by the average
number of members during that period. Average Revenue per Member per Month may be calculated for
The Gym’s estate, or on a New Gym portfolio or a Mature Gym portfolio basis. Average Revenue per
Member per Month is unaudited and is presented to enhance a prospective investor’s understanding of the
Group’s results of operations from period to period. The Directors use Average Revenue per Member per
Month to evaluate the performance of its estate and on a New Gym portfolio or Mature Gym portfolio
basis, from period to period, as opposed to revenue, which depends largely on membership numbers.
Prospective investors should not consider Average Revenue per Member per Month in isolation, as a
substitute for or superior to financial information prepared in accordance with IFRS, or as an indication of
operating performance.

Group Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA before
Pre-Opening Costs

Group Adjusted EBITDA, as used in this Prospectus, means the Group’s operating profit before
depreciation and amortisation and exceptional items. Group Adjusted EBITDA Margin is calculated by
dividing Group Adjusted EBITDA for the relevant period by Group revenue for the same period.

The following table provides a reconciliation of Group Adjusted EBITDA to operating profit at the
combined Group level for the years ended 31 December 2012, 2013 and 2014 and for the six months ended
30 June 2014 and 2015:

Six months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(unaudited)
(£000s)

Operating profit . ............................. 1,921 (193) 2,335 3,212 1,096
Depreciation of property, plant and equipment . ....... 3,805 5,979 7,600 3,598 4,878
Amortisation of intangible fixed assets .............. 82 1,191 2,100 982 1,069
Exceptional items) . ... ... ... ... . 192 4775 2,653 60 1,464
Group Adjusted EBITDA . . .. .................... 6,000 11,752 14,688 7,852 8,507
Pre-Opening Costs. . . ... ... i 1,615 1,134 1,980 588 1,164
Group Adjusted EBITDA before Pre-Opening Costs . ... 7,615 12,886 16,668 8,440 9,671

(1) In 2012, exceptional items consisted of transaction fees relating to the Phoenix Investment and costs incurred in relation to the
relocation of a gym. In 2013, exceptional items consisted of transaction fees relating to the Phoenix Investment, other aborted
acquisition costs and costs incurred in relation to the relocation of a gym. In 2014, exceptional items consisted of costs in
relation to the evaluation of a potential merger with Pure Gym Limited and costs incurred in relation to the relocation of a gym.
In the six months ended 30 June 2015, exceptional items consisted of costs incurred in connection with the Group’s initial public
offering, costs in relation to the evaluation of a potential merger with Pure Gym Limited and other aborted transaction costs.

The Directors use Group Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted
EBITDA before Pre-Opening Costs as key performance indicators of the Group’s business. The Group
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uses Group Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA before
Pre-Opening Costs in its business operations to, among other things, evaluate the performance of its
operations, develop budgets and measure its performance against those budgets. The Group finds Group
Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA before Pre-Opening
Costs to be useful supplemental tools to assist in evaluating operating performance because they eliminate
items related to depreciation, amortisation and exceptional items. Further, the Directors believe that
Group Adjusted EBITDA and Group Adjusted EBITDA Margin are commonly reported by comparable
businesses and used by investors in comparing the performance of businesses on a consistent basis without
regard to depreciation and amortisation, which can vary significantly depending upon accounting methods.
However, Group Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA
before Pre-Opening Costs are not measures of financial performance under IFRS and other companies
may calculate Group Adjusted EBITDA and Group Adjusted EBITDA Margin differently or may use such
measures for different purposes than the Group does and should therefore not be used to compare one
company against another or as a substitute for analysis of the Group’s operating results as reported under
IFRS. Prospective investors should not consider Group Adjusted EBITDA or Group Adjusted EBITDA
Margin in isolation, as alternatives to operating profit, cash flows from operations or other IFRS measures,
as indications of operating performance or as a measure of the Group’s profitability or liquidity. Group
Adjusted EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA before Pre-Opening
Costs need to be considered in the context of the Group’s financial commitments. Group Adjusted
EBITDA, Group Adjusted EBITDA Margin and Group Adjusted EBITDA before Pre-Opening Costs
may not be indicative of the Group’s historical operating results or predictive of the Group’s potential
future results.

Average Mature Gym Site EBITDA and Average Mature Gym Site EBITDA Margin

Average Mature Gym Site EBITDA, as used in this Prospectus, means operating profit before
depreciation and amortisation, central costs (as defined in the following sentence) and exceptional items
attributable to the Mature Gym portfolio divided by the number of gyms in the Mature Gym portfolio. As
used in this Prospectus, “central costs” means the costs incurred in administering the Group’s estate,
which includes head office costs, such as central staff costs and their associated administration costs,
technology and website, professional fees and central office costs. Average Mature Gym Site EBITDA
Margin is calculated by dividing Average Mature Gym Site EBITDA for the relevant period by the average
revenue attributable to the Mature Gym portfolio for the same period. The Directors believe that Average
Mature Gym Site EBITDA and Average Mature Gym Site EBITDA Margin provide useful information to
investors because they are indicators of the average performance of a typical Group gym once it has
reached maturity. Average Mature Gym Site EBITDA and Average Mature Gym Site EBITDA Margin
are not measures of financial performance under IFRS and other companies may calculate Average
Mature Gym Site EBITDA and Average Mature Gym Site EBITDA Margin differently or may use such
measures for different purposes than the Group does and should therefore not be used to compare one
company against another or as a substitute for analysis of the Group’s operating results as reported under
IFRS. Prospective investors should not consider Average Mature Gym Site EBITDA or Average Mature
Gym Site EBITDA Margin in isolation, as alternatives to other IFRS measures or as indications of
operating performance.

Average New Gym Site EBITDA and Average New Gym Site EBITDA Margin

Average New Gym Site EBITDA, as used in this Prospectus, means operating profit before depreciation
and amortisation, central costs and exceptional items attributable to the New Gym portfolio divided by the
average number of gyms in the New Gym portfolio. Average New Gym Site EBITDA Margin is calculated
by dividing Average New Gym Site EBITDA for the relevant period by the average revenue attributable to
the New Gym portfolio for the same period. The Directors believe that Average New Gym Site EBITDA
and Average New Gym Site EBITDA Margin provide useful information to investors because they are
indicators of the overall performance of the Group’s New Gym portfolio. Average New Gym Site EBITDA
and Average New Gym Site EBITDA Margin are not measures of financial performance under IFRS and
other companies may calculate Average New Gym Site EBITDA and Average New Gym Site EBITDA
Margin differently or may use such measures for different purposes than the Group does and should
therefore not be used to compare one company against another or as a substitute for analysis of the
Group’s operating results as reported under IFRS. Prospective investors should not consider Average New
Gym Site EBITDA or Average New Gym Site EBITDA Margin in isolation, as alternatives to other IFRS
measures or as indications of operating performance.
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Average Mature Gym Site ROCE

Average Mature Gym Site ROCE is calculated as the Average Mature Gym Site EBITDA divided by the
average initial site investment attributable to the Mature Gym portfolio. Average Mature Gym Site ROCE
may be calculated for the entire Mature Gym portfolio or on a cohort basis for Mature Gyms that opened
in a particular year. The Directors believe that this measure provides additional useful information for
prospective investors regarding the returns generated by the Group on capital invested and the Group’s
effectiveness in utilising its capital resources. The Directors use Average Mature Gym Site ROCE in
setting thresholds for the approval of, and for measuring the performance of, its investments in potential
new gyms. Average Mature Gym Site ROCE is unaudited and is not an IFRS measure. Other companies
may calculate Average Mature Gym Site ROCE differently, limiting the usefulness of such measure as a
comparative tool. Prospective investors should not consider Average Mature Gym Site ROCE in isolation,
as an alternative to operating profit or other measures under IFRS, as an indication of operating
performance, as an alternative to cash flows from investing activities or as a measure of the Group’s
profitability or liquidity.

The following table provides a reconciliation of Average Mature Gym Site EBITDA to Average Mature
Gym Site ROCE:

Year ended

31 December
2014
Average Mature Gym Site EBITDA (£ million) .. .............................. 0.5
Average initial site investment attributable to the Mature Gym portfolio® (£ million) . . . . 1.5
Average Mature Gym Site ROCE (percent.) . .. ............ ... .. ..., 33

(1) Average total capital fit out and investment cost for the Mature Gym portfolio including gym equipment costs, signage and
fixtures and fittings.

Group Operating Cash Flow and Group Operating Cash Flow Conversion

Group Operating Cash Flow is calculated as Group Adjusted EBITDA less net working capital and less
maintenance capital expenditures. Group Operating Cash Flow Conversion is calculated as Group
Operating Cash Flow expressed as a percentage of Group Adjusted EBITDA. Group Operating Cash Flow
and Group Operating Cash Flow Conversion are unaudited and are not IFRS measures. Group Operating
Cash Flow and Group Operating Cash Flow Conversion are presented to enhance a prospective investor’s
understanding of the Group’s cash generation, to provide a useful supplemental measure for comparing
the Group’s liquidity in respect of its operations from period to period and to evaluate the efficiency with
which the Group converts Group Adjusted EBITDA into cash. Other companies may calculate Group
Operating Cash Flow and Group Operating Cash Flow Conversion differently or may use these measures
for different purposes, limiting the usefulness of such measures as a comparative tool. Prospective
investors should not consider Group Operating Cash Flow and Group Operating Cash Flow Conversion in
isolation, as an alternative to cash flows from operating activities or other IFRS measures, as an indication
of operating performance or as a measure of the Group’s profitability or liquidity.

The following table provides a reconciliation of Group Adjusted EBITDA to Group Operating Cash Flow
and Group Operating Cash Flow Conversion for the years ended 31 December 2012, 2013 and 2014 and
for the six months ended 30 June 2014 and 2015:

Year ended Six months ended
31 December 30 June
2012 2013 2014 2014 2015
- (unaudited) o
Group Adjusted EBITDA (£ million) .................... 6.0 11.8 14.7 7.9 8.5
Net working capital (£ million)V. .. ..................... 39 36 34 0.5 4.0
Maintenance capital expenditures (£ million) . .............. (0.3) (0.6) (1.6) (0.4) (0.7)
Group Operating Cash Flow (£ million) .................. 9.6 148 16.5 8.0 11.8
Group Operating Cash Flow Conversion (per cent.) . ......... 160 125 112 101 139

(1) Net working capital for the year ended 31 December 2013 excludes the basis of preparation adjustment.
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CURRENCY PRESENTATION

LR INT3

Unless otherwise indicated, all references in this document to “sterling”, “pounds sterling”, “GBP”, “£” or
“pence” are to the lawful currency of the United Kingdom. The Company has prepared the financial
information in pounds sterling.

ROUNDINGS

Certain data in this Prospectus, including financial, statistical and operating information, has been
rounded. As a result of the rounding, the totals of data presented in this document may vary slightly from
the actual arithmetic totals of such data. Percentages in tables have been rounded and accordingly may not
add up to 100 per cent.

In this Prospectus, references to the number of members of the Group’s gyms have been rounded to the
nearest 1,000 members.

MARKET, ECONOMIC AND INDUSTRY DATA

This document contains historical market data and forecasts which have been obtained from industry
publications, market research and other publicly available information. Certain information regarding
market size, market share, market position, growth rates and other industry data pertaining to the Group
and its business contained in this document consists of estimates based on data compiled by professional
organisations and on data from other external sources, including:

*  Deloitte & Touche GmbH Wirtschaftsprifungsgesellschaft, EuropeActive European Health & Fitness
Market Report 2015 (31 December 2014) (the “EuropeActive Report”);

e International Health, Racquet & Sportsclub Association, The IHRSA Global Report 2015 (May 2015)
(the “THRSA Report”)

e The Leisure Database Company (“LDC”), 2015 State of the UK Fitness Industry Report (31 March
2015) (the “2015 LDC Report”);

* LDC, 2014 State of the UK Fitness Industry Report (31 March 2014) (the “2014 LDC Report”);
* LDC, 2013 State of the UK Fitness Industry Report (31 March 2013) (the “2013 LDC Report”);
* LDC, 2012 State of the UK Fitness Industry Report (31 March 2012) (the “2012 LDC Report”);

* LDC, 2011 State of the UK Fitness Industry Report (31 March 2011) (the “2011 LDC Report” and
together with the 2015 LDC Report, the 2014 LDC Report, the 2013 LDC Report and the 2012 LDC
Report, the “LDC Reports™);

*  Mintel Group Ltd., Health and Fitness Clubs UK, July 2015 (the “2015 Mintel Report”);

*  Mintel International Group Ltd., Health and Fitness Clubs, Special Report (April 2005) (the
2005 Mintel Report”);

*  Net Promoter Score, a customer loyalty metric developed by Fred Reichheld, Bain & Company and
Satmetrix Systems, Inc. (the “Net Promoter Score”); and

*  Feefo, an independent global ratings and reviews provider (“Feefo”).

In the LDC Reports, LDC’s membership and other data for each year are based on a rolling audit
conducted between January and March of the relevant year.

Industry publications and market research generally state that the information they contain has been
obtained from sources believed to be reliable but that the accuracy and completeness of such information
is not guaranteed and that the projections they contain are based on a number of significant assumptions.

In some cases there is no readily available external information (whether from trade and business
organisations and associations, government bodies or other organisations) to validate market related
analyses and estimates, requiring the Group to rely on internally developed estimates. Although the Group
believes its internal estimates to be reasonable, such estimates have not been verified by any independent
sources and the Group cannot assure investors as to the accuracy of such estimates or that a third party
using different methods to assemble, analyse or compute market data would obtain the same results. The
Group does not intend, and does not assume any obligation, to update industry or market data set forth in
this document. Because market behaviour, preferences and trends are subject to change, prospective
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investors should be aware that market and industry information in this document and estimates based on
any data therein may not be reliable indicators of future market performance or the Group’s future results
of operations.

The Company confirms that all such data contained in this document has been accurately reproduced and,
so far as the Company is aware and able to ascertain, no facts have been omitted that would render the
reproduced information inaccurate or misleading.

Where third-party information has been used in this document, the source of such information has been
identified.

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

The Company has been incorporated under the laws of England and Wales. Service of process upon
Directors and officers of the Company, all of whom reside outside the United States, may be difficult to
obtain within the United States. Furthermore, since most directly owned assets of the Company are outside
the United States, any judgment obtained in the United States against it may not be collectible within the
United States. There is doubt as to the enforceability of certain civil liabilities under US federal securities
laws in original actions in English courts and, subject to certain exceptions and time limitations, English
courts will treat a final and conclusive judgment of a US court for a liquidated amount as a debt
enforceable by fresh proceedings in the English courts.

NO INCORPORATION OF WEBSITE INFORMATION

The contents of the Company’s website do not form part of this document.

DEFINITIONS AND GLOSSARY

Certain terms used in this document, including all capitalised terms and certain technical and other items,
are defined and explained in Part 15: “Definitions and Glossary”.

INFORMATION NOT CONTAINED IN THIS DOCUMENT

No person has been authorised to give any information or make any representation other than those
contained in this document and, if given or made, such information or representation must not be relied
upon as having been so authorised. Neither the delivery of this document nor any subscription or sale
made hereunder shall, under any circumstances, create any implication that there has been no change in
the affairs of the Company since the date of this document or that the information in this document is
correct as of any time subsequent to the date hereof.

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements. These forward-looking statements involve known
and unknown risks and uncertainties, many of which are beyond the Group’s control and all of which are
based on the Directors’ current beliefs and expectations about future events. Forward-looking statements
are sometimes identified by the use of forward-looking terminology such as “believe”, “expects”, “may”,
“will”, “could”, “should”, “shall”, “risk”, “intends”, “estimates”, “aims”, “plans”, “predicts”, “continues”,
“assumes”, “positioned” or “anticipates”, or the negative thereof, other variations thereon or comparable
terminology. These forward-looking statements include all matters that are not historical facts. They
appear in a number of places throughout this Prospectus and include statements regarding the intentions,
beliefs or current expectations of the Directors or the Group concerning, among other things, the results of
operations, financial condition, prospects, growth, strategies and dividend policy of the Group and the
industry in which it operates. In particular, the statements under the headings “Summary”, Part 1: “Risk
Factors”, Part 6: “Business Description” and Part 9: “Operating and Financial Review” regarding the
Company’s strategy and other future events or prospects are forward-looking statements.

These forward-looking statements and other statements contained in this Prospectus regarding matters
that are not historical facts involve predictions. No assurance can be given that such future results will be
achieved; actual events or results may differ materially as a result of risks and uncertainties facing the
Group. Such risks and uncertainties could cause actual results to vary materially from the future results
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indicated, expressed or implied in such forward-looking statements. Important factors that could cause the
Group’s actual results to so vary include, but are not limited to:

failure to manage gyms effectively or any significant business interruption;

competition with other health and fitness operators and other fitness alternatives;

failure to identify or secure sites for new gyms or realise its roll out strategy;

changes in the UK health and fitness market as well as in general economic and business conditions;
adverse impacts on The Gym’s brand;

failure, inadequacy, interruption or breach of security of information technology;

seasonal fluctuations;

inadequate insurance coverage;

leverage and access to debt financing;

failure to make requisite maintenance capital expenditure or investment capital expenditure in a
timely manner;

failure to attract and/or retain qualified personnel;
failure of one or more third party suppliers and contractors to deliver or provide the requisite services;
changes in laws and regulations and regulatory compliance; and

other risk factors listed in this Prospectus.

Forward-looking statements contained in this Prospectus speak only as of the date of this Prospectus. The
Company, the Directors, the Selling Shareholders and the Banks expressly disclaim any obligation or
undertaking to update the forward-looking statements contained in the Prospectus to reflect any change in
their expectations or any change in events, conditions or circumstances on which such statements are based
unless required to do so by applicable law, the Prospectus Rules, the Listing Rules or the Disclosure and
Transparency Rules of the FCA.

36



PART 3

DIRECTORS, SECRETARY, REGISTERED AND HEAD OFFICE AND ADVISERS

Directors

Company Secretary

Registered and head office

of the Company

Joint Global Co-ordinators

and Joint Bookrunners

Joint Sponsors

Lead Manager

English and US legal

advisers to the Company

English and US legal
advisers to the Banks

Auditor and Reporting
Accountant

Registrars

Penny Hughes (Independent Non-executive Chairwoman)
John Treharne (Chief Executive Officer)

Jim Graham (Chief Operating Officer)

Richard Darwin (Chief Financial Officer)

Paul Gilbert (Senior Independent Non-executive Director)
David Burns (Non-executive Director)

Philip Newborough (Non-executive Director)

Richard Darwin

Woodbridge House
Woodbridge Meadows
Guildford

Surrey GU1 1BA

Barclays Bank PLC

5 The North Colonnade
Canary Wharf

London E14 4BB

Numis Securities Limited

The London Stock Exchange Building
10 Paternoster Square

London EC4M 7LT

Barclays Bank PLC

5 The North Colonnade
Canary Wharf

London E14 4BB

Numis Securities Limited

The London Stock Exchange Building
10 Paternoster Square

London EC4M 7LT

Peel Hunt LLP
Moor House

120 London Wall
London EC2Y SET

Allen & Overy LLP
One Bishops Square
London E1 6AD

Clifford Chance LLP
10 Upper Bank Street
London E14 5JJ

Ernst & Young LLP
1 More London Place
London SE1 2AF

Capita Registrars Limited
The Registry

34 Beckenham Road
Beckenham

Kent BR3 4TU
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PART 4
EXPECTED TIMETABLE OF PRINCIPAL EVENTS AND OFFER STATISTICS

Expected timetable of principal events

Event Time and date)?®

Latest time and date for receipt of indications of interest from

institutional investors under the Offer. . ............... 6 November 2015
Notification of allocations . .......................... 6 November 2015
Announcement of the results of the Offer through a

Regulatory Information Service announcement .......... 9 November 2015
Commencement of conditional dealings on the London Stock

Exchange .......... ... . . . ... i i 8.00 a.m. on 9 November 2015
Admission and commencement of unconditional dealings on

the London Stock Exchange . . ...................... 8.00 a.m. on 12 November 2015
CREST accounts credited .. .......... ... ... ....... 12 November 2015
Expected despatch of definitive share certificates (where

applicable) . ... ... . Week commencing 16 November 2015
Notes:

(1) It should be noted that if Admission does not occur, all conditional dealings will be of no effect and any such dealings will be at
the sole risk of the parties concerned.

(2) The times and dates in the table above are indicative only and are subject to change. All times are London times.

Offer Statistics

Offer Price (per Ordinary Share). ... ... ... . .. 195 pence
Number of Ordinary Shares in issue on Admission . . . ........... ... ... ...... 128,105,275
—Number of Ordinary Shares in the Offer to be issued by the Company........... 46,113,007
—Number of Ordinary Shares in the Offer to be sold by the Institutional Selling

Shareholders . . . . .. .. e 14,399,525
—Number of Ordinary Shares in the Offer to be sold by the Individual Selling

Shareholders. . . . .. .. e 3,555,714
Total number of Offer Shares . ... ... ... . . . . . e 64,068,246
Percentage of the enlarged Company’s issued Ordinary Share capital being offered in

the Offer . . ... 50.0 per cent.
Estimated net proceeds of the Offer receivable by the Institutional Selling

Shareholders() . . ... . .. £27.0 million
Estimated net proceeds of the Offer receivable by the Individual Selling

Shareholders® . . . ... £6.7 million
Estimated net proceeds of the Offer receivable by the Company® . .............. £81.0 million
Expected market capitalisation of the Company at the Offer Price® .............. £249.8 million
Ticker symbol .. ... ... GYM
SEDOL €Ode . . ..ot BZBX0P7
Notes:

(1) Net proceeds receivable by the Institutional Selling Shareholders are stated after deduction of underwriting commissions
(including the maximum amount of any discretionary commissions that the Institutional Selling Shareholders may decide to
pay) and other expenses of approximately £1.1 million.

(2) Net proceeds receivable by the Individual Selling Shareholders are stated after deduction of underwriting commissions
(including the maximum amount of any discretionary commissions that the Company may decide to pay) and other expenses of
approximately £0.3 million.

(3) Net proceeds receivable by the Company are stated after bearing underwriting commissions (including the maximum amount of
any discretionary commissions that the Company may decide to pay), other estimated Offer-related fees and expenses and VAT
of approximately £8.9 million. The Company will not receive any of the proceeds from any sale of Existing Ordinary Shares by
the Selling Shareholders in the Offer.

(4) The market capitalisation of the Company at any given time will depend on the market price of the Ordinary Shares at that
time. There can be no assurance that the market price of an Ordinary Share will equal or exceed the Offer Price.
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PART 5
INDUSTRY OVERVIEW

Overview of the UK health and fitness club market

The UK health and fitness club market has grown significantly over recent years from a total value,
calculated as the estimated total annual membership revenue of all health and fitness clubs in the UK, of
£3.6 billion in 2007 to £4.3 billion in 2015. In 2007, there were 5,852 health and fitness clubs in the UK with
a total of 7.2 million members representing a penetration rate, calculated as the number of health and
fitness club members in a given period divided by the total UK population (the “Penetration Rate”), of
12 per cent. In 2015 there were 6,312 health and fitness clubs in the UK with approximately 8.8 million
members, representing a Penetration Rate of 14 per cent. The overall growth in the market over this
period (3 per cent. compound annual growth rate (“CAGR”) in membership numbers) can be attributed to
a number of factors such as increasing consumer awareness about the benefits of a healthy lifestyle,
government initiatives such as Change4Life, which is a public health programme that began in 2009 to
tackle unhealthy lifestyles by encouraging exercise and healthy eating, and the rise in the number of health
and fitness clubs located throughout the UK, particularly within the low-cost gym segment. (Source: 2015
LDC Report and LDC data)

The UK health and fitness club market is broadly split into two main segments: (i) public clubs; and
(ii) private clubs. Figure 1 shows the total number of clubs within the UK health and fitness club market
split by public and private clubs.

Figure 1: Number of public and private clubs in the UK health and fitness club market (Source: LDC
Reports)
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Public clubs

Public clubs are those funded and operated by local authorities or county councils, which are typically
larger in size compared to private clubs and offer a wide variety of facilities such as sports halls, studios and
swimming pools (approximately 51 per cent. of public clubs offer wet facilities). They are generally open to
members of the public on a pay-and-play or membership basis. In 2015, there were 2,762 public clubs with
a total of 3.3 million members, equivalent to an average of approximately 1,200 members per club,
charging an average monthly membership fee of £30 as of 31 March 2015. The number of public clubs has
only grown marginally since 2011, when there were 2,706 clubs, as illustrated in figure 1. The three largest
public operators in the UK (by number of clubs) are Greenwich Leisure Limited, Sports and Leisure
Management Ltd. (trading as Everyone Active) and Places for People Leisure. (Source: 2011 LDC Report
and 2015 LDC Report)

Private clubs

Private clubs are those funded and operated by commercial enterprises. The private health and fitness club
market is significantly larger than the public sector with 3,550 clubs and 5.5 million members in 2015
(representing a Penetration Rate of 8.5 per cent.). London has a higher share of the private health and
fitness club market at 20 per cent. of the total UK membership base with over one million members in
2015. (Source: 2015 LDC Report)

The number of private health and fitness clubs in the UK has increased from 3,146 in 2011 to 3,550 in 2015
representing a CAGR of 3 per cent. Over this period the number of members has increased from
4.4 million to 5.5 million representing a CAGR of approximately 6 per cent., as can be seen in figure 2,
driven largely by the roll out of new clubs and, in particular, the roll out of new low-cost gyms. The average
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private club monthly membership fee was £42 as of 31 March 2015 and the average private multi-club
monthly membership fee was £46 as of 31 March 2015. (Source: 2011 LDC Report and 2015 LDC Report)

Figure 2: Number of members and Penetration Rate for private health and fitness clubs (Source: LDC
Reports)
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Composition of the private health and fitness club market

The Group operates within the UK private health and fitness club market which is highly fragmented with
over 2,000 operators and 5.5 million members. The ten largest operators account for only 18 per cent. of
the market (by number of gyms) with 647 clubs in operation as at 31 March 2015, as shown in figure 4
below. The private market comprises two main types of operator: traditional and low-cost. (Source: 2015
LDC Report)

Traditional vs. low-cost

The key differentiators between traditional and low-cost clubs are pricing, contract terms and the facilities
on offer. Traditional clubs often require their members to sign up to a fixed-duration membership contract
which typically includes early termination fees. Traditional clubs are typically larger in size, with a wide
range of facilities available such as wet facilities (swimming pools and saunas), racquet sports facilities
(tennis courts and squash courts) and member social areas (bars and cafes). As at 31 March 2015, the
traditional market had 3,231 clubs in operation (Source: 2015 LDC Report). Traditional operators typically
have higher operating costs compared to low-cost clubs due to their larger size, higher staff count (for
example, many clubs will have a dedicated in-club sales and marketing team) and higher maintenance costs
(for example, the cleaning and maintenance of wet facilities).

There are two main categories of traditional operators: premium and mid-market. Premium operators
typically offer a higher standard product with high specification facilities and monthly membership fees
typically in excess of £80. Mid-market operators typically also offer a range of facilities but at a lower
specification with lower monthly membership fees, in the range of £30 to £60. Examples of premium
operators are David Lloyd and Virgin Active, and examples of mid-market operators are Fitness First and
Bannatynes. (Source: 2015 LDC Report)

LDC defines low-cost clubs as those belonging to a health club chain with a non-contract membership
option that is usually less than £20 per month. Low-cost clubs operate at a significantly lower price point
compared to the traditional mid-market and premium operators with an average monthly membership fee
of £18 as at 31 March 2015. Low-cost clubs offer a more focused product for consumers who only want to
pay for and use core fitness equipment (such as cardiovascular machines, resistance training machines and
free-weights) and fitness studios. Low-cost membership arrangements are typically more flexible than
those of traditional operators with limited or no fixed-term contracts and easy sign-up and cancellation
policies. In addition to flexible membership terms, the low-cost gym segment also offers increased
accessibility to gyms with longer opening hours compared to the traditional sector. The Group, for
example, offers 24 hours a day, seven days a week access at the majority of its gyms. This satisfies consumer
demand to use health and fitness facilities outside of traditional working hours, which fits in with
modern-day lifestyles. Only 1 per cent. of low-cost clubs offer wet facilities compared to 43 per cent. for
private clubs which, combined with their smaller site size and more focused offers, means they typically
have a lower cost base compared to traditional operators. Examples of low-cost operators include The
Gym, Pure Gym and Xercise4Less. (Source: 2015 LDC Report)
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The low-cost gym segment is considered to be relatively immature in the UK given that the number of
clubs has grown from only 58 in 2011 to 319 in 2015. Although the number of low-cost gyms currently
represents a small proportion of the private health and fitness club market as a whole (9 per cent. based on
the number of clubs as at 31 March 2015), the proportion of low-cost members is significantly higher at
24 per cent. Low-cost clubs as at 31 March 2015 have a far higher number of average members at
approximately 4,100 per club as at 31 March 2015 compared to the private club average of approximately
1,500 per club. (Source: 2011 LDC Report and 2015 LDC Report)

Traditional independent vs. traditional multi-clubs

The UK health and fitness club market can also be segmented into independent and multi-club operators.
Traditional independent clubs are single site clubs which are not part of a brand or chain of clubs under a
common owner. Multi-club operators are branded clubs or those with a common owner which operate
more than one club. As at 31 March 2015, there were 3,231 traditional health and fitness clubs in the UK
of which 1,839 were traditional independent clubs compared to the 1,392 clubs operated by traditional
multi-club operators (excluding low-cost and public gyms). (Source: 2015 LDC Report) Figure 3 shows the
composition of the UK health and fitness club market by type of operator and figure 4 shows the top ten
private club operators, which includes The Gym.

Figure 3: The UK health and fitness club market by number of clubs as at 31 March 2015 (Source: 2015
LDC Report)
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Figure 4: Top 10 private club operators in the UK by number of members as at 31 March 2015 (Source:
2015 LDC Report and LDC data)

Number of

members Number of Average
#  Operator Club type (‘000) gyms membership fee
1 PureGym.................... Low-cost 441 92 £18
2 Virgin Active . ....... . ... ... Traditional 402 95 £87
3 David Lloyd / Harbour .......... Traditional 402 80 £81
4 The Gym®D ... ................ Low-cost 340 57 £16
5 DW Sports Fitness ............. Traditional 261 71 £37
6  Nuffield Health Fitness & Wellbeing Traditional 229 75 £60
7 Fitness First . ................. Traditional 192 74 £59
8 Xercisedless. .. ........... .. .. Low-cost 185 25 £20
9 Bannatynes................... Traditional 183 61 £51
10 Total Fitness . . ................ Traditional 109 17 £41

2,744 647 £47

(1)  As of 30 September 2015, the Group has 66 gyms and 363,000 members.

Of the top ten health and fitness club operators in the UK, three are low-cost operators (Pure Gym, The
Gym and Xercise4Less) and they account for 35 per cent. of the top ten’s total membership base. (Source:
LDC data)
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Private sector growth characteristics

As figure 1 illustrates, the private health and fitness club market has grown from 3,146 clubs in 2011 to
3,550 in 2015. This has largely been driven by the expansion of the low-cost gym segment which has taken
market share from traditional operators as well as growing the overall size of the market, which the
Directors believe is as a result of the sector’s accessible price point, as can be seen in figure 5. Within the
traditional sector, the number of gyms has only increased marginally from 3,088 in 2011 to 3,231 in 2015,
while the number of members has fallen from 4.3 million to 4.1 million over the same period. The decline
in membership is partly due to a number of traditional operators exiting the market or downsizing their
portfolios (for example Fitness First and LA Fitness) as well as traditional operators losing members to
low-cost operators (Source: 2011 LDC Report and 2015 LDC Report). However, the number of low-cost
gyms has grown from 58 in 2011 to 319 in 2015 and membership has grown rapidly from 0.2 million to
1.3 million over the same period. A proportion of these members are new to the health and fitness
industry. In every year since 2008, over 30 per cent. of the Group’s new joiners had previously never been a
member of a gym.

Figure 5: Number of members for traditional and low-cost operators (Source: LDC Reports)
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The UK low-cost gym segment
Growth of the low-cost segment

The low-cost gym segment has expanded over recent years and there are now 319 low-cost clubs in the UK,
having grown from 58 in 2011, representing a CAGR of 53 per cent. Growth was strongest in London
which as of 31 March 2015 had over 60 low-cost clubs, representing nearly 20 per cent. of all low-cost clubs
across the UK. The Group has 22 gyms in Greater London as of 30 September 2015. The Penetration Rate
for low-cost memberships has increased rapidly as a result from 0.3 per cent. in 2011 to 2.0 per cent. in
2015, as shown by figure 6 (Source: 2011 LDC Report and 2015 LDC Report). As of 31 March 2015, the
low-cost gym segment as a whole had approximately 1.3 million members (Source: 2015 LDC Report).

Figure 6: UK Penetration Rate of low-cost memberships and number of low-cost clubs (Source: LDC
Reports)
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The UK health and fitness club market has historically been dominated by traditional mid-market and
premium operators. However, this has changed over recent years with the emergence of low-cost gym
operators. The Directors believe that low-cost operators have taken market share away from traditional
operators because low-cost gym operators offer flexible, value-for-money membership at lower cost with
longer opening hours that reflect modern-day lifestyles. This shift in consumer trends towards value for
money is also prevalent in other industries such as the supermarket industry where low-cost operators such

42



as Lidl and Aldi have taken market share from incumbent mid-market operators such as Wm Morrison
and Tesco and in the airline industry where low-cost carriers such as EasyJet and Ryanair have taken
market share from traditional premium airlines such as British Airways.

Low-cost gym segment operators

The low-cost gym segment is highly fragmented with a large number of different operators. However, clear
leadership has emerged in the sector with the top three operators accounting for almost 55 per cent. of the
total number of gyms as of March 2015 and approximately 74 per cent. of the total number of members.
Within the low-cost gym segment, the Group is the second largest operator with 57 gyms as at 31 March
2015 and Pure Gym was the largest with 92 (Source: 2015 LDC Report). As at 30 September 2015, the
Group has 66 gyms in operation.

Figure 7: Top ten low-cost gym operators by number of members as of 31 March 2015 (Source: 2015 LDC
Report and LDC data)

Number of

members Number of Average
# Operator (‘000) gyms membership fee
1 Pure Gym ... .. 441 92 £18
2 The Gym® ... ... . . 340 57 £16
3 XercisedLess . . ... 185 25 £20
4  Energie Fitness / Fitd4Less® ... ..................... 60 34 £22
S BASYGYM .« v vv e e e e 51 11 £20
6 TruGym ... .. 31 12 £18
7 FitSpace . ..... .. ... 28 9 £19
8 Fitnessdless . ...... ... ... 26 14 £17
9 SIMPly GYM .« .ottt 24 9 £19
10 Fitfor Free ... ... ... 19 4 £19

1,205 267 £19

(1)  As of 30 September 2015, the Group has 66 gyms and 363,000 members.

(2) Excludes 12 gyms operated as traditional health and fitness clubs under the Energie Fitness brand.

Within the low-cost gym segment there is significant differentiation between operators based on product
and service offering. The Group focuses on high specification fitness equipment, 24 hours a day, seven days
a week access, complemented by studio exercise in accessible, high population areas. This is different to,
for example, Xercise4Less which operates larger, out of town sites and Energie Fitness / Fit4Less which
operates a franchise model. Of the top ten low-cost gym operators, only the Group, Pure Gym and
TruGym typically offer 24 hours a day, seven days a week access. In addition, for some low cost operators, a
contractual commitment may be required to receive the lowest available monthly membership fee rate.
Within the top-ten operators, the Group offers the lowest average monthly membership fee of £16.

Figure 8 shows how The Gym, Pure Gym and Xercise4Less have strengthened their position relative to
other low-cost operators, having opened new gyms at a faster rate than others. During the periods from
March 2011 to March 2013 and from March 2013 to March 2015, The Gym, Pure Gym and Xercise4Less
were responsible for 44 per cent. and 70 per cent., respectively, of low-cost gym openings. The Gym, Pure
Gym and Xercise4Less have therefore been largely responsible for the overall growth of the low-cost gym
segment.
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Figure 8: Growth in the number of gyms of the top 10 low-cost gym operators by number of gyms (as at
31 March 2011, 2013 and 2015) (Source: 2011 LDC Report, 2013 LDC Report and 2015 LDC Report)

Operator 2011 Change 2013 Change 2015
Pure Gym. ... ... 12 +33 45 +47 92
The Gym . ... ... 13 +22 35 +22 57
XerCiseAess . o v vt 2 +6 8 +17 25
Energie Fitness / FitdLess .. .......... ... ... .. ... ..... 11 +18 29 +5 34
EasyGym . ... ... 0 +4 4 +7 11
TruGym ... 0 +11 11 +1 12
FitSpace . . .. ... . 8 +1 9 0 9
FItnessdless . .. .ottt 6 +6 12 +2 14
Simply Gym . .. ... 0 +7 7 +2 9
Activedless . ..o 0 +9 9 +1 10
Other . ... 6 +21 27 +19 46

58 +138 196 +123 319

The only operator of scale not reflected in figure 8 above is Sports Direct Fitness (“Sports Direct”), which
is operated by Sports Direct International plc. Sports Direct entered the health and fitness club market in
2014 through the acquisition of 25 gyms from LA Fitness. As at July 2015, Sports Direct operated the 25
gyms acquired from LA Fitness as mid-market gyms at mid-market price levels and an additional two gyms
that Sports Direct had opened organically, which are priced as low-cost gyms (Source: Sports Direct
International plc Final Results announcement (July 2015)). The Directors believe that Sports Direct’s
low-cost gyms require members to sign up to a fixed duration contract and are generally not open 24 hours.

International health and fitness club market and opportunity for the UK low-cost gym segment

MCcFIT is the largest low-cost gym operator in Europe with 223 gyms and over 1.3 million members as at
31 December 2014. McFIT is also the market-leading health and fitness club in Germany with 166 gyms
and approximately 1.0 million members as of 31 December 2014 (Source: EuropeActive Report),
accounting for approximately 11 per cent. of the German health and fitness club market by number of
members. Clever Fit is Germany’s second largest health and fitness club operator and a low-cost gym
operator with nearly 186 gyms and approximately 360,000 members in Germany as of 31 December 2014
(Source: EuropeActive Report). McFIT and Clever Fit have grown to become the first and second largest
health and fitness club operators in Germany and together account for approximately 15 per cent. of the
German fitness market’s 9.1 million members (Source: EuropeActive Report). In addition, Planet Fitness,
one of the largest franchisors and operators of low-cost gyms in the United States of America, had more
than 7.1 million members (as of 31 March 2015) and generated more than US $1.2 billion in system-wide
sales revenue during the year ended 31 December 2014 (Source: Planet Fitness public filings). Planet
Fitness accounts for approximately 13 per cent. of the United States health and fitness market’s 54 million
members (Source: Planet Fitness public filings and IHRSA Report).

The Directors believe that these overseas markets suggest that there is significant potential for growth in
the UK low-cost gym segment.
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PART 6
BUSINESS DESCRIPTION

Investors should read this Part 6: “Business Description” in conjunction with the more detailed information
contained in this document, including the financial and other information appearing in Part 9: “Operating and
Financial Review”. Where stated, financial information in this section has been extracted from the Historical
Financial Information.

Overview

The Gym opened its first gym in Hounslow in July 2008 and has grown to become a leading operator of
low-cost gyms in the UK with 66 gyms and 363,000 members as of 30 September 2015. The Group’s gyms
are located at highly accessible sites within major towns, cities and other populous areas across the UK.
The Directors believe that The Gym offers a highly attractive membership proposition with
value-for-money membership pricing, 24 hours a day, seven days a week gym opening hours and flexible
“no contract” membership. The Gym’s vision is to provide affordable access to exercise facilities and
expert help to every person who wants to improve their wellbeing, whatever their starting point, whatever
their destination.

The Gym has a strong track record of opening profitable gyms and is the second-largest operator of
low-cost gyms in the UK. During the period 2012 to 2014, the Group increased its number of gyms from 32
to 55 through its organic roll-out strategy and its number of members from 166,000 to 293,000. The
Directors believe that new gym openings present a significant growth opportunity and that the Group is
well positioned to open between 15 and 20 gyms in total in 2015 and per year thereafter over the
medium-term. The Group has opened 11 gyms in the nine months to 30 September 2015.

In 2015, the UK health and fitness club market comprised 6,312 public and private clubs with a total of
8.8 million members. Low-cost gyms currently represent a small component of the total market but have
grown significantly in terms of gym numbers and membership. Low-cost gym membership in the UK has
increased from 0.2 million members in 2011 to 1.3 million members in 2015, representing a CAGR of
60 per cent. The Penetration Rate of low-cost gym membership in the UK, however, remains low at 2 per
cent. compared to the UK health and fitness club market overall at 14 per cent. in 2015. As a result, the
Directors believe that there is a significant opportunity for further growth in the low-cost gym segment in
the UK and that the Group, as one of the largest operators of low-cost gyms, is well positioned to benefit
from this opportunity.

The Gym has demonstrated that its attractive membership proposition and disruptive, low-cost,
technology-led business model work in a wide variety of locations across the UK. In addition, due to their
flexible layout, the Group’s gyms can be located in a broad range of property and building types (including
offices, leisure facilities and retail outlets). As a result of the broad appeal of the Group’s membership
proposition and its highly versatile concept, the Company believes that there are a significant number of
locations in the UK that will support the Group’s gyms.

The Directors believe that the Group has demonstrated strong performance across its estate and that this
success is due in part to The Gym’s disciplined and rigorous approach to site selection, which combines
detailed geo-demographic data with historic data from previous gym openings to assess the membership
potential, pricing and financial returns of potential gym locations. The Group generally targets a minimum
ROCE of 30 per cent. per gym. In addition, The Gym has a strong covenant rating, which can provide a
competitive advantage during the site selection and lease negotiation process. The Gym leases all of its
gym sites.

For the year ended 31 December 2014, the Group generated revenue of £45.5 million and Group Adjusted
EBITDA of £14.7 million, representing a CAGR of 43 per cent. and 56 per cent., respectively, since 2012.
In the six months ended 30 June 2015, the Group generated revenue of £28.9 million and Group Adjusted
EBITDA of £8.5 million. The Group’s Mature Gyms generate high returns and for the year ended
31 December 2014 the Group’s Average Mature Gym Site ROCE was 33 per cent. and Average Mature
Gym Site EBITDA Margin was 48 per cent. In line with its low-cost business model, The Gym maintains
low staff costs and, as of 30 June 2015, the Group employed 181 people.
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Key strengths

The Group’s key strengths are as follows:

The Group offers a compelling customer proposition with low-cost, flexible membership and 24 hours a day,
seven days a week access to high specification gyms

The Directors believe that the Group has developed a strong membership proposition by offering low-cost,
flexible membership with transparent pricing, access to gyms that are generally open 24 hours a day, seven
days a week, with large amounts of high specification fitness equipment in a clean and well maintained
environment. According to the 2015 Mintel Report, the top two barriers to using health and fitness clubs
(as of May 2015) are the high cost of membership fees (57 per cent. of respondents) and not wanting to be
tied to a long contract (31 per cent. of respondents). The Directors believe that the Group is well
positioned to increase its membership base by attracting members from traditional gym operators as well
as individuals who have never previously been a member of a gym. The Group has a low average monthly
membership fee at £16 (compared to the private sector average of £42) (Source: 2015 LDC Report), which
the Group is able to deliver through its disruptive, low-cost, technology-led business model and by offering
a focused proposition without underutilised facilities that are costly to build and operate (such as
swimming pools and saunas). The Group has a strong brand affiliation and customer satisfaction with a
high Net Promoter Score of +60 as at July 2015 and in the 12 months to 30 June 2015 approximately
55 per cent. of the Group’s new joiners were from referrals. The Directors believe that the Group offers a
very attractive and compelling proposition to consumers from a wide variety of demographic backgrounds.

The Group predominantly operates its gyms with 24 hours a day, seven days a week opening times. This is
a key component of the Group’s offering as it appeals to the busy lifestyles of today’s working population,
including shift workers (especially in urban locations where the Group focuses). This can be evidenced by
the fact that 10 per cent. of the Group’s members use the gym within the hours 10:00 pm to 6:00 am, when
many other gyms are closed, and 29 per cent. of its members work night shifts.

The Group operates an online only joining process that is easy to understand and the Group’s members
are not tied to a fixed term contract. This means that the Group’s members have the freedom and the
flexibility to join, leave and re-join at their convenience, which the Directors believe is fairer and more
attractive to consumers compared to the fixed-duration contracts generally offered by traditional
operators. In addition, the Group has a large and detailed member database from its online joining
process, which enables it to improve the Group’s proposition and improve the efficiency of its marketing
spend.

The Group’s bright and spacious gyms are fitted out to a very high specification, including high-quality
ventilation and lighting systems and high-quality shower and changing facilities, as the Directors believe
these are important factors in delivering a value-for-money experience for the Group’s members. Such
high-quality features also keep operational costs low. The Group’s gyms offer access to a wide variety of
high-quality gym equipment with an average of 170 stations per gym (compared to an average of 63 for the
UK private sector (Source: 2015 LDC Report)) which are well maintained and suffer very little downtime.
Gym layout and equipment selection are designed to maximise the utilisation of equipment and floor area.

The Group operates in the UK low-cost gym segment, which has attractive growth fundamentals

The UK health and fitness club market is an established sector that is benefiting from consumers becoming
more health conscious and is supported by various government initiatives designed to promote healthy
living and active lifestyles. Historically, the UK health and fitness club market has been dominated by
premium and mid-market operators. However, during the last decade the low-cost gym segment has
developed significantly, increasing market share by attracting members from mid-market and premium
operators as well as consumers who had not previously been a member of a health and fitness club.

The Directors consider that the traditional health and fitness club proposition, characterised by fixed term
contracts, high membership fees, expensive facilities requiring costly maintenance and limited opening
hours, does not address all consumers’ needs and can be poor value for money. The Directors believe that
the success of the low-cost gym segment has been achieved by offering a high-quality but lower cost and
more flexible membership to consumers.

The Group has been a leading contributor towards the growth of the low-cost gym segment and the UK
health and fitness club market as a whole. The Group’s statistics show that in every year since 2008, over
30 per cent. of the Group’s new joiners had previously never been a member of a gym and in the 12 months
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ended 30 June 2015, that figure was approximately 35 per cent. The UK low-cost gym segment has grown
from a total of 58 gyms in 2011 to 319 gyms in 2015, with its membership base growing from 0.2 million to
1.3 million over the same period compared with traditional operators whose membership base has declined
from 4.3 million members to 4.1 million members over the same period (Source: 2011 LDC Report and
2015 LDC Report). The growth in low-cost consumer propositions is also prevalent in other industries such
as the supermarket, hotel and airline industries, with the successful growth of operators such as Lidl, Aldi,
Travelodge, Premier Inn, EasyJet and Ryanair.

Although the low-cost gym segment in the UK has grown rapidly over recent years, the Directors believe
there is a significant opportunity for further growth given the low Penetration Rate of low-cost gyms in the
UK of 2 per cent. compared to more mature international markets. The Directors believe that there is the
potential for over 1,000 low-cost gyms in the UK.

The Group is leading the growth of the UK low-cost gym segment

The Group was one of the pioneering operators of the UK low-cost gym segment and has been a
significant contributor towards the growth and development of the low-cost gym concept as it has
continually improved its offering. The Group has been in operation since 2008 and had 66 gyms open and
363,000 members as of 30 September 2015. The Group is the fourth largest operator within the UK health
and fitness club market by number of members and the second largest within the low-cost gym segment by
number of members and number of gyms.

The Gym is one of the market leaders in the UK low-cost gym segment and the Company believes that the
Group will continue to drive the growth of the UK low-cost gym segment because:

e the Group has a large, experienced and dedicated property team. The team is headed by Jonathan
Spaven, who brings significant experience to the Group having previously been the director of
property at Matalan where he was responsible for the roll-out of its UK estate. In addition The Gym
has a team of four dedicated acquisition managers that are well networked with a broad array of the
UK property agents and landlords. The Directors believe that the strength and experience of the
property team means that the Group is well placed to find and secure sites and build up a high-quality
pipeline of new gym sites;

* the Group has a strong covenant rating (Dun & Bradstreet SA1 rating) and the ability to attract large
footfall, which has enabled it to secure excellent sites;

* the Group benefits from economies of scale as it continues to roll-out new gyms, as demonstrated by
the fall in its initial site investment cost to fit out a new gym from an average of £1.5 million for the
Mature Gym portfolio (as at 31 December 2014) to an average cost of £1.3 million to £1.4 million for
the New Gym portfolio (as at 31 December 2014), depending on the gym size and location. The
Directors believe that this trend should continue as the Group’s roll-out plan is implemented and
should drive attractive ROCE for new gym openings; and

e the Group has engaged marketing and media agencies and the Company believes that this has
improved the effectiveness and efficiency of the Group’s marketing and has provided purchasing
scale. The Group’s pre-opening marketing activities generally have resulted in its gyms achieving an
average of 3,000 members within the first week of opening.

During the periods from March 2011 to March 2013 and from March 2013 to March 2015, the three largest
operators (by number of members) in the low-cost segment, of which The Gym is the second largest, were
responsible for 44 per cent. and 70 per cent., respectively, of low-cost gym openings. The three largest
operators have therefore been largely responsible for the overall growth of the UK low-cost gym segment.

The Group’s disruptive, low-cost business model is underpinned by technology, which provides it with a
competitive and structural cost advantage

The Gym’s disruptive, low-cost business model is largely underpinned by the use of technology and data in
an effective and innovative manner. The Group’s online-only registration and membership management
model means prospective members can only join through The Gym’s website or internet-connected kiosks
provided at the Group’s gyms. This feature lowers customer acquisition and management costs as
processes are fully automated with no need for dedicated in-gym sales and marketing teams as are
commonly found within traditional health and fitness clubs. Likewise, the Group’s fully-automated
personal identification number (“PIN”) controlled entry portals facilitate secure membership access
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without the requirement for costly reception teams. The Group employs on average two individuals per
gym which significantly reduces the Group’s operating cost. The Group employs a bespoke, web-based
member management system and its membership database with over 1.6 million records provides gym
managers and the Group’s Senior Management with detailed, real-time information on all of the Group’s
gyms and membership base. This enables the Group to track the performance of its gyms and provides
insight into the behaviour of its members which is used to inform business decisions. Examples of the data
used include the size of the membership base at any given gym, gym usage, pricing and yield information
and customer feedback. The Directors believe that the Group’s technology systems and processes are
well-invested and fully scalable such that they can support the Group’s growth strategy. The Group uses
third party technology services providers for many of its key technology systems, which provides the Group
with access to significant expertise while being both scalable and cost efficient.

The Group’s gyms do not have receptions, membership and sales offices, wet facilities (such as swimming
pools or saunas) or food and beverage or other communal areas as these can be expensive to fit out and
operate and take up space that is relatively underutilised compared to gym floor space. In addition, the
Group outsources the delivery of many of its support functions including, among others, cleaning, security
monitoring, marketing, repair and maintenance and payment processing as this enables management to
focus on the Group’s core business of running gyms and minimises costs.

The Directors believe that the Group’s disruptive, low-cost, technology-led business model provides it with
a significant competitive advantage as it is able to offer a strong proposition at a reduced price for
members.

The Group has a disciplined site selection process and successful track record of opening gyms with high
returns on capital in a variety of locations, with a strong pipeline of new gym sites

The Group’s Senior Management use a disciplined site selection process to locate and assess the potential
of new gyms. The Directors believe that this process has been instrumental in the success of the Group’s
historic roll-out where Mature Gyms have generated an Average Mature Gym Site ROCE of 33 per cent.
for the year ended 31 December 2014. The Group opened 16 gyms in 2012, 8 gyms in 2013, 15 gyms in
2014 and 11 gyms in the nine months to 30 September 2015. The Group has never closed a gym. The
Directors believe that this is testament to the Group’s disciplined site selection process and operational
expertise.

The property team is responsible for locating and opening gyms in strategic locations. A large number of
potential sites across the UK are assessed each year but sites will only be opened if they meet the required
criteria which generally includes a target site ROCE of 30 per cent. The Group’s site selection strategy
involves looking for visible sites in well located areas with high population densities, attractive socio-
demographics and good transportation links or parking. The Group is able to open gyms in a wide variety
of locations and buildings such as former retail, commercial and residential spaces, given its modern fit out
and technology-driven approach to gym design, layout and roll out.

The Group’s gyms have been highly profitable and cash generative and the Group benefits from negative
working capital. The Mature Gym portfolio generated an Average Mature Gym Site EBITDA of
£0.51 million with an Average Mature Gym Site EBITDA Margin of 48 per cent. for the year ended
31 December 2014. A large proportion of gym operating costs are property related and these are largely
fixed as the Group’s property leases are typically 15 year agreements with step-up provisions every five
years either by fixed increases or increases in line with RPI or CPI and an initial 12 month rent free period.
The majority of The Gym’s leases have fixed uplifts providing the Group with visibility over its future
property costs and protection from increases in rent due to volatility in the commercial property market,
particularly in Greater London where the Group has a significant presence and where rents can otherwise
be subject to significant year-on-year increases.

The Group has a strong network of property agents, landlords and developers that provide it with access to
a large number of site opportunities throughout the UK. The Group has a strong pipeline of potential new
gyms, which are either currently going through legal processes or for which a lease contract has been
signed. This pipeline is dynamic as new opportunities are continuously discovered and reviewed. The Gym
is targeting the roll out of between 15 and 20 gyms in total in 2015 and per year thereafter over the
medium-term.
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Historic gym opening data provides the Group with visibility over future financial performance

The Group has an established portfolio of Mature Gyms and the Directors believe that the data and
operational know-how collected through these gyms will enable the Group to be in a strong position to
continue opening new gyms effectively.

Based on historic gym openings, the Group has achieved an average of 3,000 members within the first week
of a gym’s opening and this membership number has tended to increase significantly over the first six
months of operation towards an average of 6,000 members per gym at maturity (defined as being
24 months after opening). The Group’s New Gyms have on average achieved positive site EBITDA within
approximately six to nine months of opening. This has been the result of the rapid increase in gym
membership in the early months offset by Pre-Opening Costs of approximately £140,000 per gym on
average, consisting primarily of staff costs, marketing and rent. During the first 24 months of operation,
site profitability tends to continue to increase due to the ramp-up in membership numbers and due to the
higher membership fees paid by new and returning members and trends towards an Average Mature Gym
Site EBITDA of £0.51 million (for the year ended 31 December 2014) as the gym matures. The Directors
believe that the historic performance of the Group’s gym openings provides the Group with visibility over
the expected future performance of its New Gyms.

The Group has significantly increased its number of gyms as a result of its roll-out strategy with 28 New
Gyms that have been in operation for less than 24 months as at 30 September 2015. While the Group has
incurred the initial site investment cost and Pre-Opening Costs for these New Gyms, they have yet to reach
maturity, and as a result have not achieved their site performance potential. The Directors believe that the
New Gym portfolio will contribute towards the Group’s future profitability.

Strong Group historical financial performance with significant growth in revenue and Group Adjusted
EBITDA

The attractive performance of the Group’s gyms on a per site basis has resulted in the strong historical
financial performance of the Group as a whole. Group revenue has increased from £22.3 million in 2012 to
£45.5 million in 2014, representing a CAGR of 43 per cent. Over this period, Group Adjusted EBITDA
increased from £6.0 million in 2012 to £14.7 million in 2014, corresponding to a Group Adjusted EBITDA
Margin of 27 per cent. in 2012 and 32 per cent. in 2014. For the six months ended 30 June 2015, the Group
reported revenue of £28.9 million and Group Adjusted EBITDA of £8.5 million, representing a Group
Adjusted EBITDA Margin of 29 per cent.

In the period from 1 January 2012 to 30 June 2015, the Group has opened a total of 47 gyms and invested a
total of £72.4 million of capital expenditure in opening new sites. The Group has also invested heavily in
improving its central support and business function, including strengthening the Senior Management team
and investing in a new commercial team, which has had the effect of increasing central costs but can now
support the Group’s growth plans without any significant incremental central overhead. The Directors
believe the Group can leverage this central cost base as it pursues its roll-out strategy.

The Group’s gyms have been highly cash generative when they reach maturity, as reflected by the Group’s
Group Operating Cash Flow Conversion of 160 per cent., 125 per cent., 112 per cent. and 139 per cent. in
the years ended 31 December 2012, 2013 and 2014 and the six months ended 30 June 2015, respectively.
This attractive cash flow is driven by the Group receiving membership payment in advance and a net
current liability working capital profile which generates cash in-flows as the Group increases revenue and
the initial rent-free period typically received in respect of the Group’s property leases. In addition, the
Group’s gyms are fitted out to a high specification, which the Directors believe results in stable repair and
maintenance costs and limited maintenance capital expenditure. For the year ended 31 December 2014,
maintenance expense was 3.5 per cent. of Group revenue.

Experienced Senior Management team across a number of key disciplines and highly motivated work-force

The Group’s Senior Management team is led by John Treharne, chief executive officer, who founded the
business in 2007 and has since then led the executive team responsible for the successful growth of the
Group as it has delivered its roll-out strategy and become a leading player within the UK low-cost gym
segment. In addition to The Gym, Mr Treharne has an excellent track record of running other health and
fitness clubs such as Dragons Health Clubs and Crown Sports and has recently been appointed to the
board of ukactive. Mr Treharne is supported by Jim Graham, chief operating officer and previously
operating partner at Phoenix Equity Partners Limited (“Phoenix”’) and a managing director of the Orange
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UK pay-as-you-go mobile business, and Richard Darwin, chief financial officer and previously chief
financial officer of Essenden plc, as the other members of Senior Management. Mr Treharne’s
entrepreneurial attitude is reflected in the ethos of the Group’s Senior Management team.

Senior Management is supported by a highly experienced management team across four key areas:
property, operations, finance and commercial. All of these functions are critical to the performance of the
Group and all members of Senior Management are shareholders and are incentivised to increase the size
and profitability of the business so as to be aligned with shareholders’ interests.

A key component of the Group’s success is the effective management of its gyms which is undertaken by
general managers and regional managers. These managers are subject to a thorough selection process and
are given the autonomy by Senior Management to run their gyms on a day-to-day basis. They are heavily
involved in setting gym targets, recruiting their personal training team and a significant proportion of their
remuneration is dependent on gym performance. As a result, they are highly motivated to improve gym
performance.

The Group has enjoyed consistently high employee retention rates with an average retention rate of 92 per
cent. since 2008. A September 2014 employee engagement survey measured overall employee engagement
at 87 per cent. with the particular areas of job satisfaction, goal clarity and teamwork all scoring over 80 per
cent. satisfaction. The Group is continuously focused on the development and training of its staff and in
2015 was awarded an “Investors in People Silver” accreditation. In addition, the Group was included in
The Sunday Times 100 “Best Small Companies to Work For” list in 2013 and 2014 with a three-star
accreditation.

Strategy

The Group’s principal strategy is to continue to open and operate high quality low-cost gyms and deliver
profitable growth and strong returns on capital by leveraging its technology-led, low-cost disruptive
business model. The Group’s high-quality, value-for-money proposition will continue to remain a core
component of the Group’s offering as it seeks to provide affordable gym access and expert help to every
person who wants to improve their health and fitness.

The Directors believe that the Group is well placed to continue its roll out of new gyms and increase its
membership numbers by attracting members from traditional gym operators as well as individuals who
have previously never been a member of a gym. As a result, the Directors expect that the Group will, over
time, increase significantly in size and will contribute meaningfully towards the overall growth of the UK
low-cost gym segment.

The key elements of the Group’s strategy are as follows:

Continued organic roll-out of new gyms

The Directors believe that there is a significant growth opportunity for low-cost gyms in the UK given the
current low Penetration Rate of low cost gyms as well as the success of low-cost operators within different
industries in the UK and internationally. The Directors believe that as one of the founding and leading
members of the UK low-cost gym segment, The Gym is well placed to capitalise on this growth opportunity
and realise its organic roll-out strategy of opening profitable gyms with high ROCE.

The Group has a successful track record of opening gyms in the UK, having opened its first gym in 2008
and it has grown significantly and organically with 66 gyms in operation as at 30 September 2015. The
Directors believe the Group is well positioned to open between 15 and 20 gyms in total in 2015 (with 11
having been opened in the nine months to 30 September 2015) and per year thereafter over the
medium-term. The Directors believe that this rate of roll-out is appropriate for the Group given the
significant market opportunity within the UK and the capacity of the Group’s Senior Management,
business systems and processes. The Group continues to seek new gym locations that are expected to
satisfy the Group’s target site ROCE of 30 per cent.

The Directors’ view of the Group’s roll-out potential is supported by work undertaken by Senior
Management in evaluating potential locations in light of geo-demographic and historic gym performance
data. The Group has historically opened gyms successfully in a wide variety of locations and types of
buildings and it has a strong network of landlords, property agents and developers that provide access to
opportunities throughout the UK. The Group has a strong pipeline of sites which provides visibility over
the number of gym openings over the next 12 to 18 months.
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Driving performance of recently opened gyms

The Group has significantly increased its number of gyms as a result of its roll-out strategy with 28 New
Gyms that have been in operation for less than 24 months as at 30 September 2015. These gyms are
performing in line with the Company’s expectations and Senior Management intends to continue to focus
on the operational and financial performance of the Group’s new gyms as they reach maturity. Key areas
on which the Group is focusing are: (i) effective marketing to drive local awareness and high pre-opening
and post-opening registrations; (ii) increasing the number of members over time by ensuring the Group’s
gyms offer an excellent, value-for-money proposition and high member satisfaction; (iii) operating a
dynamic pricing model such that yield can be optimised per site by increasing membership fees and other
ancillary revenue over time; and (iv) incentivising local gym management to meet budgets which are set by
Senior Management and general managers on a gym-by-gym basis.

The Directors believe that the historic performance of the Group’s gym openings provides the Group with
visibility over the expected future performance of its New Gyms.

Reducing fit out costs and improving operating efficiencies at the Group’s gyms and leveraging its central
overhead to drive strong returns

The Group is seeking to reduce gym fit-out costs and improve operating efficiencies as the Group
increases in size and benefits from economies of scale. For example, the Group’s initial site investment cost
to fit out a new gym has decreased from an average of £1.5 million for the Mature Gym portfolio (as at
31 December 2014) to an average cost of £1.3 million to £1.4 million for the New Gym Portfolio (as at
31 December 2014), depending on the gym size and location. This reduction is principally a result of the
Group employing a more competitive tender process when appointing gym fit-out contractors, negotiating
better terms with the Group’s suppliers and value engineering the fit-out specification to avoid unnecessary
cost. Ongoing operating efficiencies will also be sought by the Group as, for example, it uses more energy
efficient fixtures and equipment and obtains better terms with service providers such as cleaning. In
addition, the Group has engaged new marketing and media agencies and the Directors believe that this has
improved the effectiveness and efficiency of the Group’s marketing and has provided purchasing scale. The
Directors currently expect that these factors will over time reduce the overall cost of opening and
operating gyms.

The Group continues to make significant investments in central overhead to deliver the management and
technology infrastructure to support the Group’s growth strategy. This has included hiring additional staff,
particularly in the property and commercial teams. The Directors believe that the business’ central
functions are well invested and that the Group will be able to grow with limited incremental overhead
expansion. The Group’s low-cost structure is a key component of its business model and the Directors will
continue to focus on improving operating efficiencies and enhancing returns.

Improving the proposition for members and increasing ancillary revenue

A key component of the Group’s strategy is to offer a best in class, value-for-money proposition to
members with no fixed term contract and 24 hours a day, seven days a week access to high quality gym
equipment. Management focuses on maintaining and improving member satisfaction as this drives gym
usage, member tenure and positive word of mouth recommendations to potential new members (in the
12 months to 30 June 2015, approximately 55 per cent. of the Group’s new members were from referrals).
By focusing on improving the Group’s proposition and member satisfaction, the Directors believe that
membership numbers will increase and there should be an opportunity to increase pricing and yield over
time.

The Group strives to continuously develop its proposition by offering services or experiences that are not
typically a feature of low-cost gym membership. Historic examples of such innovation include the
introduction of multi-site memberships, free member wifi, new ranges of fitness equipment, new ranges of
free and paid-for studio exercise (including programmed and on-demand virtual classes (currently
available in four gyms)) and lowering the minimum member age limit from 18 to 16. The Directors believe
that continuous innovation in the product offering and the introduction of additional services will act as a
competitive differentiator, attract more members and drive yield growth through subscription fees and
ancillary revenue.

Examples of future innovation that the Company is contemplating include new fitness concepts, additional
merchandise and services vending, paid upgrades such as locker rentals, third party advertising, affinity
sales partnerships, paid fitness-related content, out-of-gym memberships with access to online virtual
fitness content and the integration of goal-oriented fitness programmes that use wearable digital
technology in conjunction with the Group’s fitness equipment.
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The Company is also exploring approaches to the monetisation of its 1.6 million database of prospective,
current and former members.

The Group’s ancillary revenue accounted for approximately 1 per cent. of total revenue in 2014, and part
of the Group’s strategy is to increase this revenue over time. The Directors believe that this area represents
an attractive growth opportunity.

Selective acquisition of existing gyms

The UK health and fitness club market is highly fragmented and the Directors believe that consolidation is
likely in the future owing to the large number of operators that are sub-scale (particularly traditional
independent clubs) or that may reduce the size of their portfolios (particularly in the traditional market
with Fitness First and LA Fitness being recent examples). As a result, the Company believes there are a
significant number of gyms in the UK that could be acquired on attractive terms by the Group. An
acquisition could be made for either the whole or part of an operator’s portfolio and would have the
benefit of accelerating the Group’s roll-out strategy. Any acquisition would be on an opportunistic basis
with the Group potentially able to generate revenue and cost synergies as the portfolio is brought on to the
Group’s platform, benefiting from its technology-led, low-cost operating model and management’s
experience of driving membership numbers.

Expansion into international markets through acquisition or organic roll-out

The Directors believe there are a number of international markets, for example, within Europe that could
provide an attractive opportunity for the Group to establish a presence in the longer term. Expansion by
the Group into international markets, if pursued, will be on an opportunistic basis through the acquisition
of existing gyms or organic roll-out of new gyms and is a longer term strategy for the Group.

Focus on people

A core component of the Group’s strategy is its ongoing focus on hiring, training, motivating and retaining
the very best staff. The Directors believe that attracting, motivating and retaining employees of the highest
calibre, with the desire and ability to operate within The Gym’s values and culture, is key to its continued
success.

History

The Gym was founded in June 2007 by its chief executive officer John Treharne, a former England national
team squash player with extensive experience in the health and fitness sector, including the founding and
subsequent flotation of Dragons Health Clubs in the 1990s, and Bridges Ventures LLP (“Bridges
Ventures”). Mr Treharne and Bridges Ventures recognised that there was a significant opportunity in the
UK health and fitness club market for a low-cost gym offering, with gym membership in the UK being
significantly lower than in a number of other countries, including the United States and Germany, and,
according to Mintel’s surveys, with gym memberships generally perceived as being overpriced in the UK
(Source: 2005 Mintel Report). Indeed, according to the 2015 Mintel Report, the high cost of membership
fees remains the largest barrier to using health and fitness clubs, according to 57 per cent. of respondents
(as of May 2015).

The Gym’s founding concept was to meet customer demand by providing high-quality fitness facilities to a
wide demographic of members through 24 hour opening, no fixed-term membership contract and an
affordable monthly membership fee. Funds managed by Bridges Ventures provided initial seed investment
and Bridges Ventures worked closely with John Treharne to develop the member proposition, to design the
technology infrastructure and to identify a suitable location for the launch of the Group’s first gym. The
Group’s first gym opened in Hounslow in July 2008 in a centrally located, newly developed mixed use
retail/leisure/residential scheme and at its launch had over 5,400 members.

With Bridges Ventures’ financial backing, the Group built upon the success of its Hounslow gym and
opened four new gyms in 2009 to assess the feasibility of the Group’s offering in different locations and
within close proximity to different types of transportation links. The Group continued its roll out of new
gyms in 2010 and 2011. The Hounslow gym was recognised for its attractive customer proposition and
customer service and was declared “Budget Gym of the Year” at the National Fitness Awards in 2011.

The Group opened an additional 16 gyms across the UK in 2012, was awarded an “Investors in People”
accreditation and was ranked number 13 in The Sunday Times’ “Virgin Fast Track 100 list. The Gym was
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again included in The Sunday Times’ “Virgin Fast Track 100” list in 2013 and 2014 and also The Sunday
Times BDO “Profit Track 100” list in 2014 and 2015 and The Sunday Times’ 100 “Best Small Companies
to Work For” list in 2013 and 2014 with a three-star accreditation. Paul Gilbert, previously chief financial
officer at Matalan, joined the Group as independent non-executive chairman in February 2012 and under
his stewardship the Group has continued to focus on its roll-out of new gyms and the development of its
customer proposition.

In June 2013, funds managed by the Phoenix Manager acquired a majority shareholding in The Gym
through an equity investment in the Company and the purchase of a portion of Bridges Ventures’ interest.
The Phoenix Manager has supported significant investments in the business since acquiring its interest,
which includes strengthening the Senior Management team. Jonathan Spaven, previously Matalan’s
director of property, joined The Gym as property director in October 2013 and Jim Graham, previously
operating partner at Phoenix and a managing director of Orange UK pay-as-you-go mobile business,
joined The Gym as its chief operating officer in May 2014. In 2013, Mr Treharne was recognised as the
“CEO of the Year (South East)” by the British Private Equity and Venture Capital Association
Management Team Awards.

The Phoenix Manager has overseen the development of the Group’s property team to enable the Group’s
gym roll out programme and the creation of the Group’s commercial team to oversee its customer
proposition and brand development. During 2013, the Group continued to expand its estate and opened a
total of eight gyms in 2013. The Group opened an additional 15 gyms in 2014. The Gym was a finalist in
the “National Business Awards” and the “Growing Business Awards” in 2014 and was selected as a
“National Champion” representing the United Kingdom in the European Business Awards in 2014 and
2015.

In February 2014, the Group and Pure Gym Limited announced plans to merge their businesses pending
regulatory approval. In July 2014, the Group and Pure Gym announced that they were abandoning the
potential merger following a decision by the UK Competition and Markets Authority to refer the
transaction to a phase II competition review.

In May 2015, Richard Darwin, previously chief financial officer of Essenden plc, joined The Gym as chief
financial officer. The Gym was awarded an “Investors in People Silver” accreditation and The Gym was
recognised as the “Most Outstanding Budget Gym 2015” in the Corporate LiveWire Innovation &
Excellence Awards.

The Group’s gyms

Overview

The Group has grown its estate organically since opening its first gym in July 2008. The following table sets
out the number of gyms and the total number of members as at the end of each year since the Group
opened its first gym in 2008 and as at 30 September 2015:

Year ended 31 December Number of Gyms  Number of Members
(‘000s)
2008 .. 1 7
2000 .. 5 26
2000 .. 10 58
2000 e 16 96
2002 32 166
2003 L 40 225
2004 55 293
As of 30 September 2015 . ... .. ... 66 363

In addition to the 66 gyms open at 30 September 2015, the Group is targeting the roll out of between 15
and 20 gyms in total in 2015 and per year thereafter over the medium-term. The Group has never closed
any of its gyms since its inception. In August 2014, the Group relocated one of its central Manchester gyms
to a nearby location. The Group leases all of its gym sites.

The Group’s strong customer proposition is based on its value-for-money pricing structure, its 24 hours a
day, seven days a week gym opening hours, its “no contract” membership and its technology and data
driven, online-only subscription management model. The Group’s current monthly average membership
fee is £16 and each gym charges only one monthly membership fee to prospective members for a given
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membership type. All but three of the Group’s gyms are open 24 hours a day, seven days a week, which
allows the Group’s members to adapt their use of the gym to fit their individual lifestyle. Unlike many
health and fitness club memberships in the United Kingdom, the Group’s “no contract” membership
means that its members are not bound to a fixed duration contract and are free to join, freeze, upgrade to
or downgrade from a multiple gym membership, cancel and re-join online at their convenience. The Gym’s
technology and data driven, online-only subscription management model allows prospective members to
join through The Gym’s website or in person using internet-connected kiosks provided on the gym
premises.

The Group’s gyms are designed and fitted out to match its brand philosophy as a high quality,
value-for-money gym offering focused on the customer experience, with bright, spacious gym areas and
large amounts of well-maintained, high-specification fitness equipment. Each gym is managed by a general
manager and an assistant general manager. Typically, between 10 and 15 self-employed, qualified personal
trainers contract directly with each gym. At The Gym’s discretion, personal trainers are provided with up
to 12 induction activity slots per week to facilitate their access to members to help promote their personal
training services. During these slots, the personal trainers perform certain actions in the gym, principally
conducting tours, member inductions, leading group exercise classes and generally being available to
support members.

While many traditional fitness clubs include expensive additional facilities such as swimming pools, saunas,
day-care facilities, retail and food and beverage areas that increase operating overhead, The Gym focuses
on providing core gym facilities and ensures that each gym is equipped with large numbers of high-quality
cardio and strength equipment, which it believes the majority of gym users want and value.

Gym format

The Group’s gym format has proven successful across different types of locations and buildings, including
single or multi-level retail, mixed leisure or office space. Its gyms vary in size from approximately 10,000
square feet to over 20,000 square feet, with an average size of approximately 16,000 square feet. The Gym’s
estate can be divided into the following size categories as at 30 September 2015:

Rest of the
Size (in square feet) Greater London  United Kingdom Total Gyms
20,0004+ ... 2 4 6
16,000-19,999 . . .. 12 20 32
12,000-15,999 . . .. 7 18 25
10,000-11,999 . . .. e 1 1 2
L0000 © 0t 0 1 1
Total ..o 22 44 66

The Group’s gyms generally share the following characteristics:

* located in single or multi-level retail, mixed leisure or office space, with nearby transportation links or
on-site parking and good site visibility;

e average total area of 16,000 square feet with an average fitness floor area of approximately 11,000

square feet, designed to maximise floor space and create a feeling of spaciousness;

* 24 hours a day, seven days a week gym access, which allows The Gym’s members to adapt their use of
the gym to fit their lifestyle;

e high-quality fitness equipment and building fixtures and fittings designed for high usage and efficient
maintenance, incorporating energy efficient features to minimise operating costs (approximately
70 per cent. of The Gym’s fitness equipment does not require electricity);

e a wide range of high-quality gym equipment such as:

e cardio machines, including on average 30 treadmills, 25 exercise bikes, 20 cross-trainers,
10 rowing machines, 6 Myride® indoor virtual bikes, and a range of other cardio equipment,
including climbmills and steppers,

* on average 40 resistance training machines and a range of additional free weight equipment,
including squat racks, Smith machines, Olympic and inclined flat benches, bar bells and
dumbbells, and
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e free-style training equipment such as TRX, steps, medicine balls, fit balls and kettlebells;

e group exercise area with a range of exercise mats and equipment to deliver a variety of classes
(approximately 20 per cent. of the Group’s gyms have a separate studio for group exercise);

* members’ area, with vending machines, personal training information and a bulletin board for use by
members;

e fully-automated PIN-controlled entry portals to facilitate secure access by members;

* internet-connected kiosks on the premises that allow prospective members to sign up for and receive
immediate access to the gym;

e free wifi internet access throughout the gym for use by members;
*  high standards of lighting, ventilation (including air conditioning), cleaning and maintenance;

e continuously recording closed-circuit television security cameras, proactively monitored by an outside
control room every 15 minutes outside of normal staffing hours (typically from 10:00 pm to 6:00 am)
by a third party monitoring provider;

e emergency help points remotely monitored outside of normal staffing hours;
e first aid-trained personnel generally present on site and defibrillator typically installed on site; and

* male and female changing rooms, including showers, toilets and a large number of day-use lockers,
which are available only during normal staffing hours, and a separate disabled changing room, which
is available outside of normal staffing hours.

Photographs of a selection of the Group’s gyms are set out on the inside cover of the Prospectus.

Fitness equipment

The Group generally equips its gyms with high-quality Matrix cardio and resistance machines, Concept 2
rowing machines and Matrix and Zivo free weights, all of which are designed to withstand frequent and
heavy usage. The Directors believe that purchasing high-quality equipment results in an improved member
experience, reduces maintenance expenditure and ensures a longer equipment lifecycle.

The Gym uses a third party fitness equipment monitoring service to track and analyse equipment usage
patterns, which helps The Gym make equipment selection decisions on a gym-by-gym basis. These third
party studies rely upon the fitting of pressure sensors and accelerometers to gym equipment which are
attached to data loggers. This technology is used over a one week period to capture detailed equipment
usage patterns that can be used to analyse demand and utilisation over time. Third party staff are on site
during the study period to record the number, gender and usage patterns of members and also to conduct
member surveys about equipment usage, queuing and attitude towards equipment.

Fitness equipment at the Group’s gyms is typically installed in at least two phases. In the initial fit out of a
new gym during the pre-opening phase, The Gym installs a range of fitness equipment, with the numbers
of specific types of fitness equipment determined based on data from historic studies and depending on the
size and layout of each gym. The Gym typically installs the majority of the total amount of fitness
equipment in this first phase prior to the gym’s opening. Once a new gym has reached a certain level of
utilisation, generally within the first year after opening, a second phase of fitness equipment is rolled out.
This second phase is tailored to the specific equipment demand for that particular gym based on further
studies of member usage patterns. Further phases of fitness equipment roll out may take place at a later
time as a result of increases in membership volume, utilisation and changes in usage patterns. In addition,
these studies are undertaken at set intervals as old equipment is replaced. The Gym’s use of these studies
allow The Gym to provide the equipment that its users want and avoids the over-supply of expensive
equipment.

The Gym has adopted a comprehensive fitness equipment maintenance and replacement programme.
Fitness equipment maintenance standards are closely monitored and The Gym has negotiated detailed
standards for “time to service” and “first time to fix” under its agreement with its fitness equipment
supplier. The Gym’s fitness equipment is warranted for five years and broken or damaged equipment is
inspected by a maintenance contractor within 24 hours of a fault being reported. As of the end of June
2015, less than 0.2 per cent. of equipment across The Gym’s estate was out of order and unavailable to
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members. The Gym has adopted a five year refurbishment cycle for cardio equipment and a seven year
refurbishment cycle for strength equipment.

In the fourth quarter of 2014, The Gym reviewed and renegotiated its fitness equipment supply and
maintenance contract, which resulted in savings on its historic costs. The Gym believes that it has
negotiated competitive pricing from its fitness equipment suppliers for the purchase and comprehensive
maintenance of all of its fitness equipment.

Location of the Group’s gyms

The Group’s gyms are located within major towns, cities and other populous areas across the UK. The
Group’s gyms are situated in dense population areas that enables many of its members to enjoy gym access
in close proximity to both work and home. Locations include transportation hubs, city centres and
residential areas.

Figure 9: Map showing the geographic location of the Group’s gyms as at 30 September 2015
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The Group has opened gyms in a variety of different locations, including new build and converted retail,
mixed-use leisure, residential and office space. Existing buildings that the Group has converted into gyms
include other health and fitness clubs, nightclubs, car showrooms, offices and carpet warehouses. The
Group currently has two gyms adjacent to Travelodge hotels and four adjacent to major supermarket
chains, including Sainsbury’s and Asda. Photographs of a selection of these various locations are set out on
the inside front cover of this Prospectus.

The Group’s success in opening gyms in many different geographic regions and in a variety of different
locations and building types means that there are a significant number of potential sites which could be
selected for future gyms.

In addition to adding gyms in new geographic locations, the Group intends to continue opening new gyms
in certain catchment areas where it already operates a gym and where the Directors believe there is
sufficient demand for additional gyms. The Directors believe that this strengthens the Group’s
membership proposition over its competitors in a particular geographic market by providing its members
with the flexibility to use multiple Group gyms, for example, near both home and work. The Group has
observed an increased yield as a result of higher multi-gym monthly membership fees (see “—Members—
Multiple gym membership” below).
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Site selection and development

In evaluating site locations, The Gym employs a detailed and analytical site selection strategy. The Gym
typically looks for site catchments with a large demographic base within a five-minute walk or drive of a
potential site. In evaluating potential sites, The Gym looks for an appropriate building layout, developed
transportation links and/or parking, good site visibility and low-to-moderate existing supply in the low-cost
health and fitness segment.

Site selection team

The Gym has a dedicated five-person property team responsible for the acquisition of new gym sites and
the development of new sites into Group gyms. The Gym currently employs four acquisition managers
across the UK who specialise in locating properties and negotiating leases. Development activities are
managed by the development team, which focuses on the fit out of new gyms and maintenance of the
Group’s existing gyms.

A key component of The Gym’s site selection strategy is its use of CACI Ltd.’s ACORN consumer
classification data (“ACORN data”) for geo-demographic analysis. The Gym employs a strategic consumer
analyst whose role is to use third party geo-demographic information and the extensive data contained in
The Gym’s member management system (see “—7echnology and member management system” below) to
profile populations according to volume, density and socioeconomic segment to assess membership volume
and price potential.

The Gym’s site selection strategy is a key element of its business model and, although site selection is
primarily the responsibility of the property team, it also involves Senior Management and the Directors at
various stages during the site selection process.

Site selection process

The Gym applies a disciplined and rigorous approach to site selection, which is described in more detail
below:

*  Sourcing and identification: The Gym’s strategic consumer analyst reviews ACORN data to evaluate
and prioritise potential member catchment areas by considering such factors as the size of the urban
area in which the catchment is located, the percentage of the population currently in the workforce
and the location of transportation hubs. The Gym’s acquisition managers maintain an active dialogue
with the property industry, including agents, developers, local authorities, landlords and other
occupiers, as well as attending trade shows and other networking events to identify potential sites for
development. The acquisition managers also visit cities and target towns to identify suitable buildings
and locations. The Gym also carries out direct advertising campaigns to landlords and other property
industry participants. The Gym currently offers a finder’s fee to agents for properties that ultimately
become gyms.

*  Initial appraisal and property assessment: Once a potential site has been identified, The Gym’s strategic
consumer analyst evaluates both the local demographics, using ACORN data to estimate a site’s
potential in terms of membership and the local competition from existing health and fitness offerings.
At this stage, the strategic consumer analyst also reviews the potential site’s proximity to arterial roads
(and traffic flows) and transport hubs and the availability of sufficient free car parking. Also at this
stage, the acquisition managers in conjunction with the operations team and the development team
typically conduct site visits to assess the suitability of the property as a gym and will review such factors
as ceiling height, heating, ventilation and air conditioning capabilities and signage visibility. The
acquisition managers, working with the strategic consumer analyst, will review the surrounding
environment to ensure that it is conducive to The Gym’s offering and that it provides sufficient
visibility and accessibility for the gym. The Gym believes that convenience of access and exposure are
critical to attract and retain members, and closely examines the enabling infrastructure and visibility
when evaluating a site. The Gym’s acquisition managers then commence negotiating the terms of a
lease with the landlord using The Gym’s standard heads of terms as a template. At this stage the
acquisition manager will prepare an initial appraisal of the expected return profile of the potential
site, which is reviewed and refined by the executive committee. A key element of The Gym’s success is
the data contained in its member management system which allows The Gym to model a site’s
potential membership and yield based on the Group’s experience at its other gyms. The Group has
identified a generally consistent demographic member profile at its gyms across the UK and it uses its
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extensive data collection to calibrate its demographic models. The Group typically requires “D2”
(Assembly and Leisure) use consent for its gyms and, if required, the acquisition managers will
instruct external planning consultants to prepare and submit a planning application at the appropriate
time (usually after exchange of contracts).

*  Financial, legal and Board approvals: After the initial appraisal and approval by Senior Management,
The Gym’s acquisition managers complete a detailed property appraisal, which includes a detailed
analysis of the location and condition of the property and the demographics of the potential
membership base. An overlap analysis may be performed by the strategic consumer analyst if a
competitor is already operating or likely to open a competing gym in the catchment area to assess the
expected impact of competition for members. Concurrent with the property appraisal, the finance
department conducts a detailed financial appraisal, which includes figures for rent, service charges,
initial incentive packages (rent-free periods), fit out costs, membership volume and yield to model the
expected financial returns. For its gyms, the Group generally targets a minimum 30 per cent. site
ROCE, although a lower target may be considered if there are other factors in support of a particular
site, for example, the ability for two sites to work together to meet the target 30 per cent. The results
of the property appraisal and the financial appraisal are presented to Senior Management for
consideration and, if supported by Senior Management, are passed to the Board for discussion and
approval. If Board approval is received, lawyers are instructed to negotiate the final terms of the lease
for execution.

e Fit out and pre-marketing: The development team will organise the fit out of the premises, including
technical surveys and appointment of a fit out contractor. The Gym has long-term relationships with
three fit out contractors, each of whom has completed gym fit outs for The Gym in the past, which
provides delivery of a consistent gym fit out across The Gym’s estate. As a result of these
relationships, The Gym has the ability to manage multiple fit out projects simultaneously. The Gym
will also hire the general and assistant general managers at this stage to assist with the layout design
and development of the pre-marketing strategy of the new gym. Fit out of the Group’s gyms usually
takes between eight and 12 weeks (depending on the size and layout of the premises) and
pre-marketing is conducted concurrently with the fit out to maximise membership levels upon
opening. Typically, the time period between site identification and gym opening is between 10 and
12 months and pre-marketing generally commences three months prior to the gym opening. On
average, the Group’s gyms have achieved 3,000 members within the first week of opening. For more
information on pre-marketing, please see “—Marketing—Pre-marketing strategy” below.

Pipeline

The Group has a strong pipeline of potential new gyms which are either currently going through legal
processes or for which a lease contract has been signed. This pipeline is dynamic as new opportunities are
continuously discovered and reviewed. The Group is targeting the roll out of between 15 and 20 gyms in
total in 2015 (of which 11 have been opened in the nine months to 30 September 2015) and per year
thereafter over the medium-term. The Group has negotiated leases for an additional eight sites that are
expected to open in 2016.

Property leases and development

The Gym seeks to enter into leases with a minimum term of 15 years. The Gym’s lease agreements
typically include the following terms: no breaks, rental uplifts every five years, either by fixed increases or
increases in line with the CPI or RPI, and security of tenure at the expiration of the lease (whereby the
Group has the right to apply for a new tenancy at the end of the term, and the landlord may only oppose
the grant of a new tenancy on certain prescribed grounds). This provides the Group with visibility over its
future property costs and provides protection to the Group from increases in rent due to volatility in the
commercial property market, particularly in Greater London where the Group has a significant presence
and where rents can otherwise be subject to significant year-on-year increases. The Group’s gyms have
generally received a rent-free period in current market conditions of 12 months following execution of the
lease from The Gym’s landlords. The Directors believe that the “The Gym” brand is a competitive
advantage when it comes to securing new sites with landlords due to the strength of the brand, The Gym’s
strong covenant rating and the footfall that the Group’s gyms bring to mixed-use developments.

The Gym follows the traditional method of development in the health and fitness industry in which the
developer or landlord is typically responsible for the delivery of the shell of the building with the operator
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financing and completing the fit out of the building interior. The Gym has reduced its average initial site
investment cost to fit out a new gym from an average of £1.5 million for the Mature Gym portfolio (as at
31 December 2014) to an average cost of £1.3 million to £1.4 million for the New Gym Portfolio (as at
31 December 2014), depending on the gym size and location. One of the ongoing objectives of The Gym’s
property team is to further reduce gym fit out cost, for example, through technology, by employing a more
competitive tender process when appointing fit-out contractors, negotiating better terms with the Group’s
suppliers and value engineering the fit-out specification to avoid unnecessary cost.

Competition

The Gym believes that competition in the health and fitness sector principally occurs at a localised, rather
than national, level as its experience suggests that the key drivers of consumer behaviour in selecting a
health and fitness club are often convenience of location and price.

The Gym competes for members directly against other low-cost gyms, traditional mid-market and
premium health and fitness clubs, university gyms and public facilities, and for potential members against
self-directed or group exercise in public spaces such as parks, exercise at home and other team and
individual sports. In addition, since many of The Gym’s members are first-time or occasional gym-goers,
The Gym competes with both fitness and non-fitness consumer discretionary spending.

The Directors believe that The Gym competes with the following health and fitness industry participants,
including:

e other private and public health and fitness centres that offer gym facilities;
e private studios and other boutique fitness offerings;

e online personal training and fitness coaching;

e the home-use fitness equipment industry;

» recreational facilities established by non-profit organisations such as YMCAs and by businesses for
their employees; and

* businesses offering similar services.

The health and fitness industry is highly competitive and fragmented, and the number, size and strength of
competitors vary by local geography. Some of The Gym’s competitors have national name recognition or
an established presence in local markets and some are established or intend to become established in
markets in which The Gym has existing gyms or intends to locate new gyms.

The Directors and Senior Management focus on the level of competition (both current and potential)
within the catchment areas of the Group’s existing gyms as well as during the site appraisal process for new
gyms. As many of the Group’s gyms have at least one low-cost competitor operating in their local
catchment areas, competitor activity is monitored (such as changes in pricing policies) by the local general
managers and this has enabled the Group’s gyms to react to changes in the competitive environment on a
gym-by-gym basis.

Members

The Gym’s membership proposition is based on its value-for-money membership pricing structure, its
24 hours a day, seven days a week gym opening hours, its “no contract” membership and its spacious
high-quality facilities. Unlike many health and fitness clubs, membership at The Gym is available to anyone
over the age of 16.

Membership overview

A key component of The Gym’s membership proposition is its “no contract” membership model in which
members are not bound to a fixed-duration contract, unlike many health and fitness memberships in the
United Kingdom. The Gym’s members can join, leave and re-join at their convenience and The Gym’s
online-only membership management system and transparent monthly membership fee structure have
been designed to make it easy for members to join and manage their membership at their convenience.

Members pay a monthly membership fee for access to the gym and a joining fee on enrolment. The
monthly fee varies by gym depending on local market factors. Members also have the option to purchase
access to additional gyms at a multiple gym membership tariff. The Gym’s average number of members per
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gym has grown from 5,175 in 2012 to 5,326 in 2014 and the average number of members per Mature Gym
was 6,000 for the year ended 31 December 2014. The Directors believe that this growth has been driven
primarily by the maturation of recently-opened gyms, an increasing consumer awareness of low-cost gyms
and improvement in The Gym’s site selection process.

The following table shows the total number of Group gyms, the total number of members and the total
number of visits by members as at the dates and for the periods indicated below.

As at and for
the six

As at and for the year ended 31 December months ended

2012 2013 2014 31 June 2015
Numberof gyms .. ..................... 32 40 55 63
Number of members . .. ................. 166,000 225,000 293,000 355,000
Number of visits by members. .. ........... 6.9 million 10.8 million 13.5 million 9.0 million

The Gym’s member management system provides demographic and usage information on its membership
base. For example:

e since 2008, the average age of The Gym’s joiners has been 30;
e the majority of The Gym’s members exercise to “manage weight” and “improve quality of life”;

e in the 12 months ended 30 June 2015, approximately 27 per cent. of The Gym’s joiners were full-time
students;

e in the 12 months ended 30 June 2015, approximately 35 per cent. of The Gym’s joiners had not
previously been a member of a gym and approximately 51 per cent. of The Gym’s members had
previously been a member of a traditional (mid-market or premium) health or fitness club;

e in the 12 months ended 30 June 2015, approximately 41 per cent. of The Gym’s joiners were female;
and

e in the 12 months ended 30 June 2015, approximately 10 per cent. of visits to The Gym’s gyms were
outside of traditional hours (between 10:00 pm and 6:00 am).

The Gym’s member management system provides additional information about The Gym’s membership
base that The Gym merges with ACORN data for use in marketing planning. For example, as of 30 June
2015, The Gym’s membership base was relatively evenly distributed across the demographic spectrum with
13 per cent. of members “affluent achievers”, 21 per cent. of members “rising prosperity”, 22 per cent. of
members “comfortable communities”, 21 per cent. of members “financially stretched” and 22 per cent. of
members “urban adversity”.

Online only subscription management model

The use of technology is central to The Gym’s low-cost business model. The Gym operates a fully
automated, online-only joining process. Prospective members may join either remotely through The Gym’s
website or in person at a gym using internet-connected kiosks provided on the gym premises. Prospective
members are not required to talk to gym staff before joining. The online system allows The Gym to reduce
its per gym operating expense and make the joining process as easy as possible for users. The Directors
believe that an online-only joining process leads to a better membership experience for The Gym’s
members and higher quality management information as a result of the collection of both mandatory and
optional data at the point of purchase. It also frees each gym’s management from the distractions of
time-consuming member enrolment and administration allowing them to concentrate on the member
experience.

Access control

Entry portals for each gym are automated and computer controlled to ensure access is provided only to
members. After signing up, members receive an eight-digit PIN that they use to access the gym or gyms
(depending on membership type). Membership administration is self-service for members and is
performed through The Gym’s website. The Gym’s membership management system is entirely online,
fully automated and provides The Gym with comprehensive information on approximately 1.6 million
prospective, current and former members stored in its database. Its member management system also
tracks the use of the Group’s gyms (including each member’s usage patterns) and monitors key
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performance indicators, providing Senior Management with immediate and comparable behaviour
information for all of its gyms.

Membership pricing
The Gym’s members generally pay the following amounts to join and use its gyms:

*  monthly membership fees ranging currently from £10.99 to £22.99 (for single gym access), depending
on the gym, with the majority less than £19.99; and

* ajoining fee of £20.

The Gym’s monthly average membership fee is approximately £16, as compared to the United Kingdom
average private club monthly membership fee of £42 and the average private multi-club monthly
membership fee of £46 as of 31 March 2015 (Source: 2015 LDC Report). The pricing of The Gym’s
monthly membership fees are transparent and each gym offers at any given time only one available
monthly membership fee to all prospective members for a given membership type (single, twin or multiple
gym membership (see “—Multiple gym membership” below)). During the six months ended 30 June 2015,
The Gym’s members’ average cost per visit (calculated as the Group’s membership income plus VAT
divided by the total number of visits by members) was £3.25 and the average daily usage per gym by
members in the year ended 31 December 2014 was 815 visits per day.

The monthly membership fee for each gym is set by Senior Management, with input from the gym’s
general and regional managers, and is reviewed periodically. If the Group increases a gym’s monthly
membership fee, all subsequent new joiners will join at the new monthly membership fee. The Gym’s
pricing objective for a particular gym is to maximise site profitability, and the price is based on, among
other things, membership level, utilisation profile, membership demand, propensity to pay within the
demographic profile of the catchment area and the price point, product offering and location of The Gym’s
local competitors. Senior Management uses membership fee rates to manage membership density and
maximise income, increasing rates to reduce demand in high-usage gyms and lowering rates to boost
membership in other gyms where membership numbers have been more challenging.

The Gym does not typically offer introductory or special monthly membership fee rates, except when a new
gym is in pre-marketing during fit out at which point The Gym may offer a special pre-opening rate to
attract members. For example, The Gym may offer the first 1,500 pre-opening members a lower monthly
membership fee of £10.99 (or £12.99 at some locations) for the first 12 months, with no joining fee. After
12 months, however, all pre-opening members are automatically switched to the monthly membership fee
that was prevailing on the opening day for that gym. In addition, if pre-opening membership demand is
particularly high, The Gym may introduce the opening day monthly membership fee during the
pre-opening period. Local managers can waive or discount the joining fee on a case-by-case basis or
advertise promotions waiving the joining fee for discrete periods of time.

The Gym previously offered a “price for life” guarantee to members joining prior to 17 April 2015, which
guaranteed that its members’ individual monthly membership fees would not increase (excluding
promotional pre-opening offers) for as long as such members retained their membership without
cancellation. As at 30 September 2015, 206,000 members benefited from the price for life guarantee,
although 20,000 of those members were also on promotional pre-opening offers. All members that have
joined prior to 17 April 2015 continue to have the benefit of the “price for life” guarantee, while all
members joining after such date do not, and The Gym has the right to reprice the monthly membership fee
for such members.

As part of The Gym’s “no contract” membership model, The Gym offers its members the option to freeze
their membership for a monthly fee of £5.00. This allows members to avoid paying another joining fee and
to retain their current monthly membership fee rate on reactivation of their membership. This membership
freeze has been particularly relevant to students who may choose to freeze their membership during the
summer holiday period. As of 31 December 2014, approximately 5 per cent. of The Gym’s members had
frozen memberships. In addition, The Gym offers a day pass costing from £4.99 to £7.99, which enables
non-members to use the gym without paying a joining fee or the full monthly membership fee. This day
pass attracts first-time gym users who want to experience the Group’s gyms before signing up for a monthly
membership and travellers who may want to pay for gym access for the period of their stay. From the
information collected through its member management system, The Gym observed a conversion of
approximately 30 per cent. of daily rate non-members to members during the year ended 31 December
2014.
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The Gym utilises direct debit for the collection of monthly membership fees, except for the joining fees
and the initial monthly membership fee, which are collected upon joining through a credit or debit card
payment or through PayPal. The Directors believe that there are certain advantages to receiving monthly
membership fees in advance through direct debit payments, as compared to credit and debit card
payments, including less frequent expiration of billing information and reduced exposure to subjective
chargeback or dispute claims and fees. Payment processing is outsourced by the Group to a third party and,
due to The Gym’s scale and negotiating power, the Directors believe that The Gym’s third party payment
processors offer a competitive bundle of transaction pricing and support services.

Multiple gym membership

The Gym offers its members two multiple gym membership options in exchange for a higher monthly
membership fee: twin membership, which grants access to a second Group gym, and multi-gym
membership, which grants access to virtually all of the Group’s gyms. The number of members who have
signed up for access to more than one gym has increased from approximately 3 per cent. as at 30 June 2012
to approximately 11 per cent. as at 30 June 2015 as the Group opens more gyms in each catchment area,
which the Directors believe provides its members with gyms conveniently located near home and work.

Tailoring and tracking the membership proposition

Member engagement and gym usage are at the core of The Gym’s member retention initiatives. Unlike
many traditional health and fitness clubs that require in-person membership enrolment, The Gym’s
online-only joining process provides The Gym with a current working email address, telephone number,
date of birth, gender and post code information for each of its members. In addition to basic membership
information, The Gym’s membership survey also collects, on a voluntary basis, other demographic, attitude
and historic information. As part of its member retention and engagement initiatives, The Gym will
periodically contact its members through email or by text message to encourage use of the gym. The Gym’s
email marketing system receives data from The Gym’s member management system and automatically
sends emails to members who display particular patterns of behaviour.

The Gym engages with its members regularly to gather feedback through a number of channels, including
member surveys, leaver questionnaires and social media. The Gym applies this feedback to all levels of
decision-making, including strategy development, operations, investment, product design and
communication design and targeting. The Gym monitors the Net Promoter Score, which is a key
performance indicator of The Gym’s member satisfaction. The Net Promoter Score is calculated on a
gym-by-gym basis by collecting feedback from current and past members regarding the likelihood (on a
scale of 0 to 10) of them recommending The Gym to a friend or colleague, and netting the percentage of
detractors (scoring 0 to 6) from the percentage of promoters (scoring 9 and 10) to deliver the Net
Promoter Score. Granular feedback is also sought on specific topics. The Gym recorded a high Net
Promoter Score of +60 in July 2015. In addition, The Gym uses Feefo, an independent global ratings and
reviews provider, to gather genuine customer feedback from its members. The Gym provides member’s
email addresses to Feefo and Feefo contacts those members and obtains feedback about The Gym that is
aggregated into a Feefo score. The Gym attained a consistent 94 per cent. positive Feefo rating for the six
months ended 30 June 2015.

The Directors believe that engaging The Gym’s members and encouraging each member to use his or her
gym more frequently encourages adherence to a pattern of regular exercise, which encourages the
achievement of members’ fitness goals, increases membership duration and encourages members to
provide positive recommendations to friends and family. In addition, The Gym has an extensive database
of former members and it uses this information to target marketing at former members to encourage them
to re-join.

Membership cancellation

The Gym’s proposition is designed to be as flexible as possible for members to stay as long as they want.
The Directors believe that this component of the membership proposition is as important as price and
24 hours a day, seven days a week access to gyms. This flexibility removes the contract term as a barrier to
product purchase and facilitates low-cost consumer purchasing behaviour characterised in certain
segments by periodic and often multiple join-“freeze”-cancel-rejoin cycles. During the year ended
31 December 2014, 22 per cent. of leavers were members for 60 days or less while 31 per cent. of leavers
were members for 300 days or more. An analysis undertaken in June 2013 demonstrated that the average
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length of relationship between the Group and its members (since the business started) was 14.6 months
and that this on average consisted of more than two periods of paid membership. For the year ended
31 December 2014, The Gym had annual membership attrition, which is defined as net leavers
(cancellations net of rejoiners for that period) divided by the average of the monthly opening membership
numbers over the period, of 103 per cent. During that same period, approximately 28 per cent. of joiners
identified themselves as re-joiners during the sign-up process and the Directors believe that a further
10 per cent. of new joiners were previous members who did not identify themselves as re-joiners during the
sign-up process. The third party analysis demonstrated that this re-joiner percentage was understated
owing to some returning members choosing to rejoin as new members rather than using their previous
details and the rejoiner process. The rejoiner rate has increased over time from 20 per cent. in 2012 to
28 per cent. in 2014, which the Directors expect to continue due to the increasing scale of the business and
size of the historic member base.

The Directors do not regard membership cancellation as a key performance indicator for the business.
Membership cancellation tends to accelerate yield maturation in a given gym because new members join at
the prevailing membership fee rate, which is often higher than the average rate paid by cancelling members
owing to price increases. Additionally, The Gym has an acquisition cost per member at Mature Gyms that
is less than The Gym’s typical joining fee. This low acquisition cost is driven by efficient marketing and
strong word of mouth recommendations typified by the fact that during the 12 months ended 30 June 2015,
according to The Gym’s new joiner membership survey, approximately 55 per cent. of new joiners were
recommended by an existing or former member.

Seasonality

As with other health and fitness clubs, The Gym experiences a small degree of seasonality. The majority of
The Gym’s members join in January, February, March, September and October and membership generally
peaks in March and October. This seasonal effect has been more pronounced outside of Greater London
than within Greater London. Catchments with a high university student population have had the most
seasonally affected membership as students are more likely to join in the autumn and cancel in the early
summer, at the end of the academic year. Within Greater London, catchments generally have a lower
proportion of university students. In addition, gym usage and membership volume tends to decrease in the
summer months.

Marketing

The Gym’s marketing strategy is to position the The Gym brand as a friendly and approachable provider of
high quality, value-for-money gyms. The Gym’s marketing messages and brand image focus on
convenience, a value-for-money membership pricing structure, no fixed-term membership contract,
24 hours a day, seven days a week gym opening hours and large amounts of high-specification fitness
equipment. The Gym has clearly defined brand guidelines to which its agencies and staff adhere to protect
the brand and ensure consistent messaging, tone of voice and look and feel, regardless of medium. The
Directors believe that one of the most powerful marketing channels is personal recommendation and The
Gym sets out to consistently deliver a service that motivates current and lapsed members to recommend
The Gym to their friends and family.

Pre-marketing strategy

A key performance indicator for The Gym is the total number of members, in particular, during the early
stages of a gym’s opening. The Gym focuses considerable resources on marketing during the pre-opening
stage of each new gym. Each new gym has an assigned marketing budget and local, regional and Senior
Management work closely with The Gym’s marketing agencies to design a marketing plan for each new
gym. Traditional digital, print and billboard marketing is regularly supplemented by direct-to-public
marketing and local outreach activity to increase public awareness of the new gym. Pre-marketing generally
commences three months prior to the gym opening and the gym’s general manager has discretion to decide
which marketing tools to use and how to spend any part of the remaining allocated marketing budget,
within a specified framework and in consultation with The Gym’s opening sales team. The Group has had
success in this regard with an average of 3,000 members achieved within the first week of a gym’s opening.
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On-going marketing and social media

After a gym has opened, it continues to have a gym level marketing budget, with on-going marketing
carried out on a continuous basis, but with a focus on the most seasonally affected months, which may
include targeted mail shots, street leafleting, organic and paid online search as well as text messages and
emails to previous members, day-pass purchasers, people who have completed site tours, and people who
did not successfully complete the online joining process. The Gym uses social media to maintain a
relationship with its members and has an engaged social media community, which the Directors believe
raises brand awareness and creates a community among certain of The Gym’s members. The Gym
maintains active communities on Facebook and Twitter, and seeks to engage frequently and personally with
its members online.

Technology and member management system

The Gym uses technology as a cost differentiator and to enable the efficient running of its business,
including with respect to member management, customer service, finance, human resources and gym
operations. The Gym uses an online, third-party hosted member management system to process new
memberships, update member information and manage access control, as well as track and analyse
membership statistics, member tenure and demographic profile. The Gym’s website is hosted by a third
party, and The Gym also relies on third-party vendors for related functions. The Gym makes use of a PCI
DSS compliant third-party payment services provider and does not store payment information on any of its
own systems. The Gym’s third-party providers have historically provided stable internet architecture: ping
monitoring shows that The Gym’s website server has experienced less than 48 minutes of down time in the
year ended 31 December 2014, logging over 6.7 million visits from 3.4 million people, which has improved
to less than 36 minutes of down time in the 12 months ended 30 June 2015 (11 minutes of down time in the
six months ended 30 June 2015), notwithstanding an increase in traffic to 8.4 million visits from 4.5 million
people. More than 60 different sensors and monitors track the performance of The Gym’s information
technology infrastructure and applications. The Directors believe that these third-party provided systems
are scalable to support The Gym’s growth plans and keep costs low as the need for internal information
technology professionals is kept to a minimum.

The Gym’s technology infrastructure follows a hub and spoke model which is designed to limit the
incremental usage requirements imposed on the centralised system infrastructure with each new gym
opening. The Group’s gym access control and CCTV and security systems are provided by third parties and
are designed such that the PIN access control for each gym operates locally with new membership
information pushed down from the centralised member management system. As the database of member
PINs is stored locally, members are able to access their gym in the event of an outage of the central
member management system, or loss of internet connection to the gym. Each gym is equipped with
continuously recording closed-circuit television security cameras, proactively monitored outside of normal
staffing hours by a third party monitoring provider and video is recorded at each access control point for
fraud detection and prevention. Technology is also used to reduce fit out and maintenance costs, such as
equipment heat maps which are used to configure newly opened gyms to reduce wear and tear on
equipment.

The Gym’s back office computer systems are comprised of a variety of technologies designed to assist in
the management and analysis of the estate’s revenue, costs and key operational metrics as well as support
the daily operations of The Gym’s office-based and remote working staff. These include a third party
hosted financial system, a third party hosted business intelligence system, advanced analysis and financial
analysis and forecasting, a third party hosted payroll system and a third party hosted call centre to manage
and track member-related requests.

The Gym is currently in the process of implementing a new member management system that will be ready
in the near term. The current membership management system is, and the new membership management
system will be, hosted at a third-party data centre that is backed-up in real time to disk, with a separate
daily tape back-up stored offsite. The Gym anticipates that the migration will occur in the second quarter
of 2016.

In addition, The Gym is currently redeveloping its website to improve the user experience and overall
capacity and to provide a more scalable platform to support anticipated growth. The Gym expects that
redevelopment will be completed in the second quarter of 2016.
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The Gym’s information technology strategy is aligned to support its low-cost, high value business strategy
and operating plans. The Gym maintains an on-going comprehensive programme to replace or upgrade
key systems, enhance security and optimise their performance.

Suppliers

The Gym engages with a range of suppliers in the operation of its business and maintenance of its estate,
including: supply and maintenance of fitness equipment; security and monitoring; maintenance and repair
of fixtures and fittings; cleaning services; sales and marketing; consumable supplies; payment processing
services; customer contact management; website design and hosting; member management services and
hosting; IT infrastructure; health and safety; human resources support services; fit out design and
construction; and other professional services. The Gym’s procurement is centrally managed by the
Directors, which the Directors believe results in consistency across The Gym’s estate, minimises business
risk and maximises available scale economies to ensure cost competitiveness. The Directors believe that
The Gym has very good relationships with its suppliers and proactively uses key performance indicators
and a partnership approach to ensure a consistent and improving service level across The Gym’s estate.

Intellectual property

The Gym owns registered trademarks in the United Kingdom in respect of the The Gym brand identity
and the tagline “Find your fit” in various fitness-related categories. The Gym believes that the The Gym
name and “Find your fit” tagline are valuable and are important to its business. Accordingly, as a general
policy, The Gym will pursue registration of its marks in select international jurisdictions, monitor the use
of its marks in the United Kingdom and internationally and seek to proactively oppose any unauthorised
use of the marks.

Insurance

The Gym maintains insurance policies customary in its industry to cover certain risks. The principal risks
covered by The Gym insurance policies are public and employer liability, asset risks, business interruption
resulting from riot and commercial crime. Each of the Group’s gyms has continuously recording closed-
circuit television security cameras, proactively monitored outside of normal staffing hours, for monitoring
and reporting of accidents and other emergencies.

Environment

The Gym focuses on ways to reduce energy consumption in its gyms and has placed significant emphasis on
designing all its gyms with a number of energy saving and “green” initiatives. The following is a selection of
initiatives which have been incorporated throughout the estate, where practically possible:

* mechanical and electrical systems that comply with government energy-saving schemes, including
HMRC’s Enhanced Capital Allowance scheme for energy-saving technologies;

e  energy-saving lighting and water-saving bathroom and shower facilities; and

* energy-efficient fitness equipment, including treadmills, exercise bikes and other cardio equipment
that have display screens powered by batteries and user-generated electricity.

In addition, the Group seeks to recycle the building materials from the fit out of its gyms.

Management, employees and personal trainers
Management structure

Senior Management includes the chief executive officer, the chief financial officer, the chief operating
officer, the property director and the information technology and digital director.

The Gym’s Senior Management operates through four key teams:

*  Operations team: the chief executive officer heads the operations team and is supported by the head of
operations, eight regional managers, one trainee regional manager and the general managers and
assistant general managers at each gym. Additionally, there are also four roaming general managers
and two opening sales managers. The purpose of the operational team is to ensure the successful
launch, opening and ongoing operation of each gym.
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*  Finance team: the chief financial officer is the head of the finance team and is supported by a finance
director, a finance manager, accountants and analysts.

*  Commercial team: the chief operating officer is the head of the commercial team and is supported by
the human resources director, the information technology and digital director, the head of marketing
and a marketing executive, the commercial manager, the head of analytics and two customer analysts
and the member services manager. The purpose of the commercial team is to oversee the customer
proposition, brand, marketing and public relations, the technology platform, member contact,
customer analytics, ancillary revenue and human resources.

e Property team: the property director is the head of the property team and is supported by four regional
acquisition managers (North, Midlands and two in Greater London) and the head of property
development. The role of the property team is to secure a pipeline of suitable properties, manage
lease negotiations, fit out and refit gyms and maintain the Group’s gym portfolio.

Employees

The Gym employs a general manager and an assistant general manager at each gym. The business’
operating model, technology infrastructure and organisational structure are specifically designed to
maximise the time that the Group’s gym staff can dedicate to supporting members. The Gym maintains a
lean operating structure in line with its low-cost model. The majority of central functions, including
membership administration, information technology, maintenance, cleaning, security monitoring, customer
contact management and marketing are outsourced to third parties (see “—Suppliers” above).

The Directors believe that attracting, motivating and retaining employees of the highest calibre, with the
desire and ability to operate within The Gym’s values and culture, is key to the continued success of The
Gym. The Gym has engaged a recruitment consultant to ensure that it has access to a broad pool of
appropriately qualified candidates and The Gym’s chief executive officer personally interviews all general
manager candidates. The Gym also places importance on training, running several training schemes aimed
at improving management ability and impacting positively on the performance and retention of employees.
The Directors believe that The Gym has a culture that promotes excellence irrespective of age, gender or
seniority.

The Gym also seeks to incentivise and reward its employees through the payment of periodic performance-
related bonuses. The Gym has had consistently high employee retention rates, with an average retention
rate of 92 per cent. since 2008. In addition, in the three months ended 30 June 2015, 32 per cent. of hires
were internal. General managers, regional managers, acquisition managers and members of the
commercial team are each entitled to incentive schemes relevant to their role, based on both personal and
company performance.

The below table shows the breakdown of the number of The Gym employees for each of the last three
years and as of 30 June 2015.

Year ended Six H:101(11ths
31 December 3?)nJ§ne
20120 % % 2015
Management and administration:
Operations team . . . ... ..ottt 85 8§ 13 13
Finance team . ... ... ... ... . . 5 8 12 13
Commercial team . . ........ .. 0 0 5 8
Property team. . ... ... .. 5 6 7 11
Total management and administration ....................... 95 22 37 45
Gym operational:
General Managers . . .. oottt — 45 58 69
Assistant general managers . ... ... ... — 46 062 07
Total gym operational . . . .. ............................... — 91 120 136
Total employees . . . .. ... .. ... .. 95 113 157 181

(1) The Group did not distinguish between gym operational staff and the management operations team prior to 1 January 2013.
Accordingly, the Operations team for the year ended 31 December 2012 includes both the gym operational team and the
management Operations team.
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Nearly all of The Gym’s employees are employed on a full-time basis.

Employee benefits currently include health and life insurance cover, 25 days annual leave, contributory
pension arrangements, cyclescheme and complementary gym membership for the employee and his or her
immediate family. In May 2014, The Gym’s employees were auto-enrolled in a group contributory pension
scheme.

The Directors believe that The Gym has a good relationship with its employees. None of the Group’s gyms
has suffered a material work stoppage or strike.

Investing in people

The Gym plans to continue to focus on training and career progression at all levels to encourage and
motivate its employees. The Gym believes that motivated and engaged employees have higher job
satisfaction and their engagement allows The Gym to deliver a better and differentiated service to its
members. The September 2014 employee engagement survey measured overall employee engagement at
87 per cent. with the particular areas of job satisfaction, goal clarity and teamwork all scoring over
80 per cent. satisfaction.

The Gym was awarded an “Investors in People” accreditation in 2012 and in 2015 was awarded an
“Investors in People Silver” accreditation and was included in The Sunday Times’ 100 “Best Small
Companies to Work For” list in 2013 and 2014 with a three-star accreditation.

Personal trainers

The Gym contracts with self-employed personal trainers on a gym-by-gym basis. Each general manager is
responsible for compiling a team of personal trainers with a broad range of skills and specialisations.
Members pay personal training fees directly to their personal trainers and, unlike other health and fitness
clubs, The Gym is not involved in the booking of, or collection of payment for, personal training sessions.

The Gym provides each personal trainer with free access to a gym and allows them to market their services
in that gym. At The Gym’s discretion, personal trainers are provided with up to 12 induction activity slots
per week to facilitate their access to members to help promote their personal training services. During
these slots, the personal trainers perform certain actions in the gym, principally conducting tours, member
inductions, leading group exercise classes and generally being available to support members. There are
typically between 10 and 15 self-employed personal trainers at each gym, depending on the size of the
membership, providing in excess of 180 hours of gym floor coverage per week. All of the personal trainers
who have access to the Group’s gyms are qualified to Level 3 of the Register of Exercise Professionals
(which includes first aid training).

Many personal trainers apply to become and are considered for assistant general manager positions at the
Group’s gyms. The Directors believe that The Gym has a strong record of maintaining a good relationship
with the teams of self-employed personal trainers at each gym, which results in a low level of turnover.

Health and safety

The Directors recognise that the health and safety of its employees, members and associates is of
paramount importance and accordingly has adopted health and safety policies that comply with applicable
health and safety legislation. The Gym has retained a third-party health and safety services provider to
conduct initial and periodic risk assessments and audits, which the Directors believe ensures consistent
application of The Gym’s health and safety policies across its estate.

Each of the Group’s gyms has continuously recording closed-circuit television security cameras, proactively
monitored by a third party supplier outside of normal staffing hours, for the monitoring and reporting of
accidents and other emergencies. The Gym has had a historically low accident rate and the Directors are
presented with a monthly report on the number of accidents that have occurred in the Group’s gyms. First
aid-trained personnel are generally present on site and the Group’s gyms typically have a defibrillator
installed.
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Government Regulation and Industry Standards
UK Data Protection Act

UK data protection law is primarily set out in the DPA. The DPA restricts the processing of personal data.
Processing is defined extremely broadly and will include any activity relating to the obtaining, recording,
holding, disclosure or use of personal data.

Personal data is any information relating to an identified or identifiable natural person. An identifiable
person is one who can be identified, directly or indirectly, in particular by reference to an identification
number or to one or more factors specific to his identity. The DPA imposes additional restrictions with
respect to any processing of sensitive personal data which includes personal data revealing racial or ethnic
origin, political opinions, religious or similar beliefs, trade-union membership, data concerning health or
sex life and data concerning the commission or alleged commission of an offence or sentence or any
proceedings in relation to such offences.

The DPA distinguishes between data controllers and data processors. All direct obligations under the DPA
in relation to the processing of personal data fall upon data controllers as opposed to data processors. A
data controller is a person who (either alone or jointly or in common with other persons) determines the
purposes for which and the manner in which personal data are processed (i.e. how and why personal data
are processed). A data processor is a person who processes personal data on behalf of the data controller.

Data controllers are required to submit a notification to the UK data protection regulator, the Information
Commissioner’s Office (the “ICO”), prior to processing any personal data. This notification must describe
at a high level the processing activity that will be undertaken by that data controller. Notifications must be
renewed annually and failure to notify is a criminal offence, as is a failure to keep an existing notification
up to date.

Data controllers are obliged to comply with the eight data protection principles set out in the DPA (the
“Principles”), which principles broadly seek to ensure that a data controller is processing personal data in
a manner that is fair, lawful, proportionate and secure.

In summary, the Principles are as follows:

e personal data must be fairly and lawfully processed,;

e personal data must be processed only for specified and lawful purposes;

e personal data must be adequate, relevant and not excessive;

e personal data must be accurate and, where necessary, kept up to date;

e personal data must not be kept for longer than necessary;

e personal data must be processed in accordance with the rights of the data subject;

e personal data must be protected by appropriate technical and organisational security measures; and

e personal data must not be transferred to a country outside the EEA unless the personal data is
adequately protected or an exemption applies.

The ICO may bring a criminal action through the courts for certain breaches of the DPA. The Information

Commissioner currently also has the power to impose fines of up to £500,000 for serious breaches of the
DPA.

The Gym has adopted policies and procedures designed to ensure compliance with the Principles and the
DPA. The Gym is registered with the ICO as a data controller and regularly takes legal advice on
DPA-related matters and, where appropriate, involves the Directors in DPA-related queries. In addition,
The Gym ensures that its staff and suppliers are aware of the Principles and the DPA’s requirements. The
Gym’s policies and procedures are designed to restrict employee access to personal data (unless required
in that employee’s role), ensure that secure methods are used in the collection and transmission of
personal data and ensure that The Gym only enters into appropriate data sharing agreements with its
suppliers.

Proposed changes to EU data protection law

Draft amendments to the EU data protection legislation are currently working their way through the
EU legislative process, which, if enacted, would lead to substantial changes to UK data protection laws.
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UK Payment Card Industry Data Security Standard

The PCI DSS is a proprietary information security standard for organisations that handle cardholder
information for the major debit, credit, prepaid, e-purse, ATM, and point-of-sale (“POS”) cards. The
PCI DSS helps to reduce the risk of theft of customers’ card data through controls concerning the storage,
transmission and processing of cardholder data that businesses handle. It also includes standards that
promote the detection of fraud and appropriate reactions to security incidents.

All entities that store, process or transmit cardholder data must be PCI DSS compliant. It is not, however,
mandatory for all entities to obtain formal validation of PCI DSS compliance. This depends on the
payment brand to which the merchant has subscribed or is in agreement.

The required steps to take to ensure PCI DSS compliance are:

* install and maintain a firewall configuration to protect cardholder data;

* do not use vendor-supplied defaults for system passwords and other security parameters;
e protect stored cardholder data;

e encrypt transmission of cardholder data across open, public networks;

* use and regularly update anti-virus software on all systems commonly affected by malware;
e develop and maintain secure systems and applications;

e restrict access to cardholder data by business need-to-know;

e assign a unique ID to each person with computer access;

e restrict physical access to cardholder data;

e track and monitor all access to network resources and cardholder data;

e regularly test security systems and processes; and

* maintain a policy that addresses information security.

An organisation’s compliance with the PCI DSS is validated annually, either by an external Qualified
Security Assessor who creates a Report on Compliance for organisations that handle a large volume of
transactions, or by a Self-Assessment Questionnaire for companies that handle a smaller volume of
transactions.

The Gym makes use of a PCI DSS compliant third party payment services provider and does not store
cardholder information on its own systems. As The Gym does not store any cardholder information, it is
not required to be PCI DSS compliant; however, The Gym reviews its website and member management
system on a quarterly basis in light of PCI DSS requirements.

Legal proceedings

As at the date of this Prospectus, The Gym is not involved in any material litigation or arbitration
proceedings, nor are the Directors aware of any proceedings which are pending or threatened, which may
have or have had, in the 12-month period preceding the date of this Prospectus, a material effect on The
Gym’s business, financial condition or results of operations. The Gym, as part of its ordinary course of
business, is periodically subject to claims arising from injuries suffered on its gym premises.
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PART 7
DIRECTORS, SENIOR MANAGEMENT AND CORPORATE GOVERNANCE

Directors

The following table lists the names, positions and ages of the Directors:

Name Age Position

Penny Hughes . . . .................... 56 Independent Non-executive Chairwoman
John Treharne ...................... 61  Chief Executive Officer

Jim Graham .. ................ ... ... 48  Chief Operating Officer

Richard Darwin ..................... 47  Chief Financial Officer

Paul Gilbert . ....................... 53  Senior Independent Non-executive Director
David Burns . . ....... ... ... ... .... 45 Non-executive Director

Philip Newborough . .................. 53  Non-executive Director

Penny Hughes, CBE (Independent Non-executive Chairwoman)

Ms Hughes has served on the boards of directors of firms across consumer, media, technology and finance
sectors. Since January 2010 she has been a non-executive director of The Royal Bank of Scotland PLC
where she has been chairwoman of the remuneration committee and more recently the sustainable
banking committee. Ms Hughes is also currently a non-executive director of Wm Morrison
Supermarkets PLC (until 31 December 2015) and SuperGroup PLC. Ms Hughes has experience as
chairwoman of each board committee within former non-executive director roles which include The Body
Shop PLC, Home Retail group PLC, Gap Inc., Vodafone PLC, Reuters PLC and Skandinaviska Enskilda
Banken AB. Ms Hughes has acted as adviser to Bridgepoint Capital, with representation on the Board of
Molton Brown during its sale. Ms Hughes spent the majority of her executive career at Coca-Cola and was
appointed President Coca-Cola Great Britain & Ireland in 1992. Having been President of the Advertising
Association for 6 years, Ms Hughes received a CBE for services to the media in the Queen’s Birthday
Honours list in June 2011.

John Treharne (Chief Executive Officer)

Mr Tieharne founded The Gym in 2007 and has served as its chief executive officer since inception.
Mr Treharne has over 20 years’ experience with the health and fitness industry and has considerable
experience in developing successful and profitable businesses in the private sector. Mr Treharne launched
Dragons Health Clubs plc in 1991 with funding from 2nd Lazard Leisure Fund (latterly Baring Private
Equity Partners) and Quester Capital Management Limited. Dragons Health Clubs grew to 22 Health
Clubs and 9 Golf Clubs by 2002. Dragons Health Clubs successfully floated on AIM in 1997 and was sold
to Crown Sports plc in 2000 and Mr Treharne served as a managing director of Crown Sports plc from 2000
to 2002. Mr Treharne is on the board of ukactive, a not-for-profit trade body comprised of members and
partners from across the UK active lifestyle sector. Mr Treharne was recognised as the “CEO of the Year
(South East)” by the British Private Equity and Venture Capital Association Management Team Awards in
2013.

Jim Graham (Chief Operating Officer)

Mr Graham joined The Gym in April 2014 as chief operating officer after leaving Phoenix where he was
the operating partner advising the management teams on a range of investments, including The Gym. He
held a similar position at Candover Partners from 2007 to 2011. Prior to joining the private equity industry,
Mr Graham was managing director of Orange’s pay-as-you-go mobile business from 2005 to 2007 and also
held the role of director of strategy, and led the marketing services function. He has worked as a
management consultant with Accenture and spent 15 years in the Royal Navy. He has an MA in
engineering, an MSc in mathematics and an MBA (London Business School).

Richard Darwin (Chief Financial Officer)

Mr Darwin joined The Gym as chief financial officer in May 2015. He possesses extensive experience
working for leisure and FMCG companies in the UK and internationally. He has previously held the
positions of chief financial officer of Essenden plc (2009 to 2015) and chief financial officer of Paramount
Restaurants (2003 to 2008). He led both companies through periods of significant strategic and operational
change. After qualifying as a Chartered Accountant with Coopers & Lybrand, Mr Darwin worked with a
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number of high-profile brands in strategic development roles, including The Rank Group plc, Hard Rock
Café International and Diageo plc, where he completed a number of high-value mergers and acquisitions.

Paul Gilbert (Senior Independent Non-executive Director)

Mr Gilbert was the non-executive chairman of The Gym from February 2012. In March 2014 he was
appointed as non-executive chairman of Clothingsites.co.uk Ltd, an online branded menswear retailer.
Mr Gilbert was also appointed as the non-executive chair of Hiring Hub (an online recruitment business)
in October 2014 and Sykes Cottages (an online travel business) in July 2015. Mr Gilbert’s previous roles
include non-executive chairman of Betterbathrooms, chief financial officer and acting chief executive
officer at Matalan and chief financial officer at TJ Hughes and chief financial officer at National Car Parks
and he held senior finance management roles at GUS plc, Littlewoods and News International plc.
Mr Gilbert is an economics graduate from University of Cambridge and a Chartered Accountant.

David Burns (Non-executive Director)

Mr Burns is a managing partner of Phoenix and has held this post since July 2014. He is also chairman of
Phoenix’s management committee and a member of its investment committee. He leads Phoenix’s
investment activities in the leisure and consumer sector. Mr Burns has worked in the private equity market
for nearly 20 years and has approximately 17 years of experience as a private equity investor in the UK. He
is also a director of Riviera Travel and LK Bennett. Mr Burns has an MSc in international economics and
finance and a BSc in economics from Cardiff University. Mr Burns’s appointment is on the nomination of
the Phoenix Advised Funds, pursuant to the Relationship Agreement.

Philip Newborough (Non-executive Director)

Mr Newborough is a co-founder of Bridges Ventures and has been its managing partner since 2002. He
chairs all the firm’s investment committees. He is currently involved in much of the portfolio and has
negotiated the successful exits of Simply Switch, The Office Group and The Hoxton, among others.
Mr Newborough led Bridges Ventures’ investment in The Gym and co-founded the business with
Mr Treharne. Prior to founding Bridges Ventures, Mr Newborough had 14 years of experience as a chief
executive officer of three growth businesses. He previously worked at Aiwa UK Ltd and Aiwa Europe Ltd
as director and general manager and was then appointed managing director of MWB Business
Exchange Ltd, a serviced office provider. Mr Newborough is an economics graduate from York University
and a Chartered Accountant.

Senior Management team

The Senior Management team aids the Executive Directors in the management of the Company’s business.
The following table lists the members of the Senior Management team other than the Executive Directors:

Name Age Position
Jasper McIntosh . . . ............... .. ... 42 Information Technology and Digital Director
Jonathan Spaven ................... ... 57  Property Director

Jasper McIntosh (Information Technology and Digital Director)

Mr Mclntosh started consulting for The Gym in 2011, becoming Information Technology and Digital
Director in June 2014. Over the last 15 years he has worked in a wide range of technology roles:
co-founding two digital technology consultancies, serving as a director for three digital agencies from 2000
to 2013, implementing GlaxoSmithKline’s first B2C e-commerce operation, managing a platform carve-out
for Channel 4, developing online community platforms for the NHS, and delivering a substantial
pan-European awareness campaign for the Global Fund and French Presidential Palace. His primary focus
is to deliver the online platforms, IT systems and processes that are required to support The Gym’s
high-growth strategy. He holds qualifications in software engineering and application development. Prior
to his technology career he traded financial derivatives for a major UK investment bank.

Jonathan Spaven (Property Director)

Mr Spaven joined The Gym in October 2013 as property director. As a Chartered Surveyor, he has over
35 years’ experience working in the property business. He has primarily managed expansion programmes
for occupiers, both as an agent and principal. Previous recent employment includes 15 years at Matalan,
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the majority of which was spent as director of property. During that time he took Matalan from
approximately 70 to over 220 sites. Other expansion programmes he has worked on in an agent capacity
include: KwikSave, Iceland Frozen Foods and MFI Hygena. Having also worked as an acquisition agent
and a developer, Mr Spaven has a wide and varied insight into all aspects of the acquisition process.

Relationship Agreement

Immediately following Admission, it is expected that the Phoenix Advised Funds will hold approximately
28.1 per cent. of the rights to vote at general meetings of the Company. Notwithstanding that there is no
requirement under the Listing Rules for the parties to enter into a relationship agreement, in
contemplation of and conditional on Admission the Company and the Phoenix Advised Funds are
expected to enter into the Relationship Agreement on or about 9 November 2015. The principal purpose
of the Relationship Agreement is to ensure that the Company will be capable of carrying on its business
independently of the Phoenix Advised Funds. The Relationship Agreement contains, among others,
undertakings from the Phoenix Advised Funds that:

*  transactions and arrangements with the Phoenix Advised Funds (and/or any of their associates) will be
conducted at arm’s length and on normal commercial terms;

* none of the Phoenix Advised Funds nor any of their associates will take any action that would have the
effect of preventing the Company from complying with its obligations under the Listing Rules; and

* none of the Phoenix Advised Funds nor any of their associates will propose or procure the proposal of
a shareholder resolution which is intended or appears to be intended to circumvent the proper
application of the Listing Rules.

The Relationship Agreement will continue for so long as the Phoenix Advised Funds and any of their
associates together are entitled to exercise or to control, directly or indirectly, the exercise of 10 per cent.
or more of the rights to vote at general meetings of the Company.

Under the Relationship Agreement, the Phoenix Advised Funds are able to nominate one non-executive
nominee Director for appointment to the Board for so long as the Phoenix Advised Funds and their
associates are, either alone or together, entitled to exercise, or to control, directly or indirectly, the exercise
of, 10 per cent. or more of the rights to vote at general meetings of the Company. As it is expected that
immediately following Admission the the Phoenix Advised Funds will hold more than 10 per cent. of the
voting rights attached to the issued share capital of the Company, the Phoenix Advised Funds will be
entitled to nominate one non-executive nominee Director for appointment to the Board. The first such
non-executive nominee Director is David Burns.

The Directors believe that the terms of the Relationship Agreement will enable the Company to carry on
its business independently of the Phoenix Advised Funds.

Orderly Market Deed

The Phoenix Advised Funds and Bridges Community Development Venture Fund II LP entered into a
deed (the “Orderly Market Deed”’) on 6 November 2015 pursuant to which, conditional on Admission,
each party to the Orderly Market Deed will be required, subject to certain permitted exemptions, in
relation to any intention to sell Ordinary Shares, to notify each other party to the Orderly Market Deed of
any intention to sell, and co-operate in good faith with any other party to the Orderly Market Deed who
also wants to sell Ordinary Shares to facilitate a sale by those parties of Ordinary Shares on a basis that is
pro rata to the relative holdings of Ordinary Shares of each such party at that time.

The provisions of the Orderly Market Deed will apply in relation to a party to the Orderly Market Deed
until such party holds less than 3 per cent. of the entire issued share capital of the Company and are
without prejudice to any of the terms of the Underwriting Agreement.

Adams Street Undertaking

On 6 November 2015, Adams Street Partners LLC, the Adams Street Funds, the Phoenix Funds and
Phoenix Equity Partners 2010 Guernsey Limited (the Phoenix Manager) entered into a deed of
undertaking pursuant to which, subject to certain exceptions, for so long as any Ordinary Shares are
beneficially owned by the Adams Street Funds, the Phoenix Manager shall take the same action in respect
of the rights, including voting rights, attached to the Ordinary Shares held by or on behalf of the Adams
Street Funds, as it takes in respect of the Phoenix Funds take in respect of the rights, including voting
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rights, attached to the Ordinary Shares held by or on behalf of the Phoenix Funds. If any of the Phoenix
Funds sell any of the Ordinary Shares held by the Phoenix Funds, the Phoenix Manager shall, subject to
certain exceptions, as attorney for the Adams Street Funds, procure a parallel sale of the Ordinary Shares
held by the Adams Street Funds to any person on the same terms (including as to price) as the terms on
which the Ordinary Shares are sold by the Phoenix Funds.

Corporate governance
UK Corporate Governance Code

The Board is committed to the highest standards of corporate governance. As of the date of this
Prospectus, and following Admission, the Company complies and will comply with the UK Corporate
Governance Code (the “Governance Code”) published in September 2014 by the Financial Reporting
Council. As envisaged by the Governance Code, the Board has established an audit and risk committee, a
nominations committee and a remuneration committee. If the need should arise, the Board may set up
additional committees as appropriate.

Following the Offer, the Phoenix Advised Funds and Bridges Community Development Venture
Fund II LP will continue to be significant investors in the Company. Pursuant to the Relationship
Agreement, the Phoenix Advised Funds will be entitled to appoint one non-executive nominee director to
the Board for so long as the Phoenix Advised Funds are entitled to exercise or control, directly or
indirectly, 10 per cent. or more of the votes able to be cast on all or substantially all matters at general
meetings of the Company. The first such appointee as non-independent non-executive nominee director is
David Burns.

In addition Philip Newborough, co-founder of Bridges Ventures, will be appointed as a non-executive
director of the Company on the successful completion of the Offer. Mr. Newborough’s appointment, which
will be for up to 12 months after Admission, will provide support and continuity to the Company in the
near term following the Group’s initial public offering.

At Admission, the Board shall comprise seven members, including two independent non-executive
directors (including the chairwoman), two non-independent non-executive directors and three executive
directors.

The Board is satisfied that from Admission there will be a sufficient balance between executive and
non-executive directors on the Board to ensure that no one individual has unfettered decision making
powers, and that the Board will have the appropriate balance of skills, experience, independence and
knowledge of the Company to enable it to discharge its duties and responsibilities effectively.

Except as described below, as of the date of this Prospectus and on and following Admission, the Board
complies and will comply with the Governance Code.

The Governance Code recommends that a smaller company (one that is outside the FTSE 350) should
have at least two independent non-executive directors. Although the chairwoman, Penny Hughes, is
independent at the time of her appointment (being the date of this Prospectus), to comply with the
Governance Code following Admission, (including in relation to the composition of various board
committees as described below), the Company will appoint one further independent non-executive
director. The recruitment for this position is already progressing and the Company will update the market
as appropriate. The Company currently expects to be fully compliant with the Governance Code prior to
the publication of its results for the financial year ending 31 December 2015.

The Governance Code recommends that the Board should appoint one of its independent non-executive
directors to be the senior independent director (the “SID”). The SID should be available to Shareholders
if they have concerns that the normal channels of chairman, chief executive officer or other executive
directors have failed to resolve or for which such channels of communication are inappropriate. Paul
Gilbert takes the role of SID on the Board.

Audit and risk committee

The audit and risk committee’s role is to assist the Board with the discharge of its responsibilities in
relation to financial reporting, including reviewing the Group’s annual and half year financial statements
and accounting policies, internal and external audits and controls, reviewing and monitoring the scope of
the annual audit and the extent of the non-audit work undertaken by external auditors, advising on the
appointment of external auditors and reviewing the effectiveness of the internal audit, internal controls,
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risk management, whistleblowing and fraud systems in place within the Group. The audit committee will
normally meet at least four times a year and as requested by the external auditor.

The audit and risk committee is chaired by Paul Gilbert and its other members are Penny Hughes and
David Burns. For a company of its size, the Governance Code recommends that at least two members of
the Company’s audit and risk committee be independent non-executive directors. In addition, for a
company of its size, the company chairman may be a member of, but not chair, the audit and risk
committee in addition to the independent non-executive directors, provided he or she was considered
independent on appointment as chairman.

As Penny Hughes is chairwoman of the Board, whilst independent at the time of her appointment (being
the date of this Prospectus), under the Governance Code the audit and risk committee should have two
independent directors excluding the chairwoman. Therefore, the Company will not comply with this aspect
of the Governance Code. The Board believes this will not have an impact on the Group’s governance in
practice and following the recruitment of one additional independent director, as described above, will
achieve full compliance with the Governance Code.

Nominations committee

The nominations committee assists the Board in reviewing the structure, size and composition of the
Board. It is also responsible for reviewing succession plans for the Directors, including the Chairman and
Chief Executive Officer and other senior executives. The nominations committee will normally meet at
least twice a year.

The nominations committee is chaired by Penny Hughes and its other members are Paul Gilbert and David
Burns. The Governance Code recommends that a majority of the nominations committee be independent
non-executive directors.

For the same reasons given in respect of the audit and risk committee, the Company will not comply with
this aspect of the Governance Code. The Board believes this will not have an impact on the Group’s
governance in practice and following the recruitment of one additional independent director, as described
above, will achieve full compliance with the Governance Code.

Remuneration committee

The remuneration committee recommends the Group’s policy on executive remuneration, determines the
levels of remuneration for Executive Directors and the Chairman and other senior executives and prepares
an annual remuneration report for approval by the Shareholders at the annual general meeting. The
remuneration committee will normally meet at least four times a year.

The remuneration committee is chaired by Paul Gilbert and its other members are Penny Hughes and
Philip Newborough. For a company of its size, the Governance Code recommends that at least two
members of the Company’s remuneration committee be independent non-executive directors. In addition,
for a company of its size, the company chairman may be a member of, but not chair, the remuneration
committee in addition to the independent non-executive directors, provided he or she was considered
independent on appointment as chairman.

For the same reasons given in respect of the audit and risk committee, the Company will not comply with
this aspect of the Governance Code. The Board believes this will not have an impact on the Group’s
governance in practice and following the recruitment of one additional independent director, as described
above, will achieve full compliance with the Governance Code.

Share dealing code

The Company has adopted, with effect from Admission, a code of securities dealings in relation to the
Ordinary Shares which is based on, and is at least as rigorous as, the model code as published in the Listing
Rules. The code adopted will apply to the Directors and other persons discharging managerial
responsibilities and relevant employees of the Group.

Conflicts of interest

Closewall Limited (“Closewall”) is a building firm owned by the brother and sister-in-law of John
Treharne. Closewall is one of three fit-out contractors that tender for contracts for the design and
construction of the Group’s gyms with which the Group has long-term relationships. The Gym paid
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£4.8 million, £2.5 million, £5.3 million and £3.4 million to Closewall in connection with the fit out of new
gyms during the years ended 31 December 2012, 2013 and 2014 and the six months ended 30 June 2015,
respectively. John Treharne has never been involved in decision making in relation to the fit-out
contractors that the Group engages, and in the opinion of the Directors such decision making is subject to
appropriately robust governance procedures. For further information, see note 22 in the Historical
Financial Information.

David Burns is a managing partner of Phoenix, advisor to the Phoenix Manager. The Phoenix Manager is
the manager of the Phoenix Advised Funds, which will, immediately following Admission, control 28.1 per
cent. of the voting rights in the Company.

Philip Newborough is a managing partner of Bridges Ventures. Bridges Ventures is the manager of Bridges
Community Development Venture Fund II LP, which will, immediately following Admission, control
13.9 per cent. of the voting rights in the Company.

Save as set out in the paragraphs above, there are no potential conflicts of interest between any duties
owed by the Directors or Senior Management to the Company and their private interests or other duties.
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PART 8
SELECTED FINANCIAL INFORMATION

The selected financial information set out below has been extracted without material amendment from
Section B of the Historical Financial Information, where it is shown with important notes describing some
of the line items.

COMBINED INCOME STATEMENT

For the six months

For the year ended 31 December ended 30 June
2012 2013 2014 2014 2015
(unaudited)
(£°000s)

Revenue ......... ... ... ... i 22,264 35,734 45,480 22,045 28,850
Costofsales .......... ... (395) (906)  (1,040) (537) (518)
Gross profit . . . ... ... ... ... ... ..., 21,869 34,828 44,440 21,508 28,332
Administration eXpenses . . ... ............... (19,948) (35,021) (42,105) (18,296) (27,236)
Operating profit . . . ....................... 1,921 (193) 2,335 3,212 1,096
Analysed as:
Group Adjusted EBITDA .. ................. 6,000 11,752 14,688 7,852 8,507
Depreciation and amortisation ............... (3,887) (7,170) (9,700)  (4,580)  (5,947)
Exceptional items . . . . ..................... (192)  (4,775) (2,653) (60)  (1,464)
Finance costs . .. ... (3,043) (8,854) (11,797)  (6,613)  (4,649)
Finance income . ......................... 4 11 20 9 233
Profit/(loss) before tax .. ................... (1,118)  (9,036) (9,442)  (3,392)  (3,320)
Income tax credit / (charge) ................. (114) (232) 659 569 (688)
Profit/(loss) for period attributable to equity

shareholders . . .. ....................... (1,232)  (9,268) (8,783)  (2,823)  (4,008)

76




COMBINED STATEMENTS OF FINANCIAL POSITION

As at 31 December 3(??]3:1e
2012 2013 2014 2015
(£2000s)
ASSETS
Non-current assets
Property, plant and equipment . . . ...... ... ... ... ... ... 43,161 51,418 67,510 75,975
Intangible assets . .. ... ... . 339 52,738 50,870 49,946
Deferred tax asset . . . .. ... ot e 422 — — —
Total non-current assets . .............. ... 0o, 43922 104,156 118,380 125,921
Current assets
INVENntories . . . ..o vt e 102 138 75 140
Trade and other receivables . . ... ....... ... ... ... ...... 2,501 3,060 4,282 5,971
Cash and cash equivalents . . .......... ... ... ........ 3,293 4,091 5,576 2,941
Total current assets. . . ... ............ .0t 5,896 7,289 9,933 9,052
TOTAL ASSETS . . . . . e 49,818 111,445 128,313 134,973
LIABILITIES
Current liabilities
Borrowings . . . . ... 17,357 2,363 3,613 4,039
Trade and other payables. . .. ........ ... ... ... ..... 11,049 14,125 20,797 26,780
Current taxes payable . .......... ... . ... . . ... — — 246 10
Total current liabilities . ............................. 28,406 16,488 24,656 30,829
Non-Current liabilities
Borrowings . . .. ... .. 25,065 106,195 70,253 74,040
Deferred tax liabilities . . . .. ... ... .. — 1,708 559 1,482
Provisions . . . ... .. e 41 131 223 226
Financial instruments . ............... .. ... ... 66 177 1,037 811
Total non-current liabilities . . . ... ..................... 25,172 108,211 72,072 76,559
Total liabilities . . .. .. ......... ... .. .. . . .. .. 53,578 124,699 96,728 107,388
Net aSSelS. . .. o vt (3,760) (13,254) 31,585 27,585
EQUITY AND LIABILITIES
Issued capital . ....... .. ... . . . 49 8 9 9
Share Premium . . .. ... . .. . 410 550 48,974 48,892
Retained earnings . . . . ... (4,219) (13,812) (17,398) (21,4006)
Total equity shareholder’s funds ....................... (3,760) (13,254) 31,585 27,585
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CASH FLOW STATEMENT

Six months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(unaudited)
(£°000s)

Cash flows from operating activities
Operating (loss) /profit. . ................... 1,921 (193) 2,335 3,212 1,096
Adjustment for:
Depreciation . . .. ... .. 3,805 5,979 7,600 3,598 4,878
Amortisation. . ... ... 82 1,191 2,100 982 1,069
Profit/(loss) on disposals . ................... — (10) 39 — 19
Adjusted operating profit before changes in working

capital . ..., ... o i i il 5,808 6,967 12,074 7,792 7,062
(Increase)/decrease in inventories . . .. .......... (54) (36) 65 28 (66)
Increase in trade and other receivables . ......... (457) (558)  (1,223)  (2,751) (1,485)
Increase in trade and other payables ........... 4,441 4,144 4,526 3,271 5,566
Effect of restructure on the 13 June 2013 ........ — (784) — — —
Cash generated from operations .............. 9,738 9,733 15,442 8,340 11,077
Taxpaid .. ... .. — — (244) — —
Interest paid . . . ..... .. ... (1,814)  (8,425) (5,726)  (1,202) (4,966)
Net cash flows from operating activities . .. ... ... 7,924 1,308 9,472 7,138 6,111
Cash flows from investing activities
Proceeds from disposals of property, plant and

EQUIPIMENT « « . v v vt e e — 30 1,036 — —
Purchase of property, plant and equipment . . . . ... (17,926) (11,428) (17,785) (7,376)  (11,273)
Purchase of intangible assets . ................ (212) (148) (231) — (145)
Purchase of subsidiary . .. ................ ... —  (28,160) — — —
Net cash flows used in investing activities ....... (18,138) (39,706) (16,980)  (7,376)  (11,418)
Cash flows from financing activities
Proceeds of issue of ordinary shares . ........... — 306 30 — 8
Cost of raising finance . . . .............. .. ... —  (2,462) — — —
Drawdown of bank loans . . .. ................ 9,263 31,000 11,580 5,500 1,000
Repayment of bank loans .. ................. —  (15,424) — — —
Repayment of finance leases ................. (1,425)  (2,000) (2,617) (1,272) (1,936)
Drawdown of sharcholder loans/loan notes . . .. ... 5,050 11,562 — — 3,600
Repayment of shareholder loans . ............. —  (17,400) — — —
Proceeds of issue of preference shares .......... — 33,614 — — —
Net cash flows used in financing activities .. ... .. 12,888 39,196 8,993 4,228 2,672
Net increase / (decrease) in cash and cash

equivalents . ......... . ... .. 2,674 798 1,485 3,990 (2,635)
Cash and cash equivalents at 1 January ......... 619 3,293 4,091 4,091 5,576
Cash and cash equivalents at end period . ....... 3,293 4,091 5,576 8,081 2,941
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PART 9
OPERATING AND FINANCIAL REVIEW

This Part 9: “Operating and Financial Review” should be read in conjunction with Part 2: “Presentation of
Financial and Other Information”, Part 5: “Industry Overview”, Part 6: “Business Description” and the
Historical Financial Information. Prospective investors should read the entire document and not just rely on the
summary set out below. The financial information considered in this Part 9: “Operating and Financial Review”
is extracted from the financial information set out in the Historical Financial Information.

The following discussion of the Group’s results of operations and financial conditions contains forward-looking
statements. The Group’s actual results could differ materially from those that it discusses in these forward-
looking statements. Factors that could cause or contribute to such differences include those discussed below and
elsewhere in this document, particularly under Part 1: “Risk Factors” and Part 2: “Presentation of Financial
and Other Information—Information Regarding Forward-Looking Statements”. In addition, certain industry
issues also affect the Group’s results of operations and are described in Part 5: “Industry Overview”.

Overview

The Gym opened its first gym in Hounslow in July 2008 and has grown to become a leading operator of
low-cost gyms in the UK with 66 gyms and 363,000 members as of 30 September 2015. The Group’s gyms
are located at highly accessible sites within major towns, cities and other populous areas across the UK.
The Directors believe that The Gym offers a highly attractive membership proposition with
value-for-money membership pricing, 24 hours a day, seven days a week gym opening hours and flexible
“no contract” membership. The Gym’s vision is to provide affordable access to exercise facilities and
expert help to every person who wants to improve their wellbeing, whatever their starting point, whatever
their destination.

The Group has a strong track record of opening profitable gyms and is the second-largest operator of
low-cost gyms in the UK. During the period 2012 to 2014, the Group increased its number of gyms from 32
to 55 through its organic roll-out strategy and its number of members from approximately 166,000 to
293,000. The Directors believe that new gym openings present a significant growth opportunity and that
the Group is well positioned to open between 15 and 20 gyms in total in 2015 and per year thereafter over
the medium-term. The Group has opened 11 gyms in the nine months to 30 September 2015.

The Gym has demonstrated that its attractive membership proposition and disruptive, low-cost,
technology-led business model work in a wide variety of locations across the UK. In addition, due to their
flexible layout, the Group’s gyms can be located in a broad range of property and building types (including
offices, leisure facilities and retail outlets). As a result of the broad appeal of the Group’s membership
proposition and its highly versatile concept, the Company believes that there are a significant number of
locations in the UK that will support the Group’s gyms.

The Directors believe that the Group has demonstrated strong performance across its estate and that this
success is due in part to The Gym’s disciplined and rigorous approach to site selection, which combines
detailed geo-demographic data with historic data from previous gym openings to assess the membership
potential, pricing and financial returns of potential gym locations. The Group generally targets a minimum
ROCE of 30 per cent. per gym. In addition, The Gym has a strong covenant rating, which can provide a
competitive advantage during the site selection and lease negotiation process. The Gym leases all of its
gym sites.

For the year ended 31 December 2014, the Group generated revenue of £45.5 million and Group Adjusted
EBITDA of £14.7 million, representing a CAGR of 43 per cent. and 56 per cent., respectively, since 2012.
In the six months ended 30 June 2015, the Group generated revenue of £28.9 million and Group Adjusted
EBITDA of £8.5 million. The Group’s Mature Gyms generate high returns and for the year ended
31 December 2014 the Group’s Average Mature Gym Site ROCE was 33 per cent. and Average Mature
Gym Site EBITDA Margin was 48 per cent. In line with its low-cost business model, The Gym maintains
low staff costs and, as of 30 June 2015, the Group employed 181 people.

Significant factors affecting the Group’s results of operations

This section discusses key factors that the Directors believe have had a material effect on The Gym’s
results of operations and financial condition during the periods under review, as well as those that are
reasonably likely to have a material effect on its results of operations and financial condition in the future.
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New gym roll out

New gym openings have been a significant driver of the Group’s membership numbers and revenue growth
during the period under review and its roll-out strategy is expected to continue to have a significant effect
on its results of operations going forward. The Group opened 16 gyms in 2012, eight gyms in 2013, 15 gyms
in 2014 and eight gyms in the six months ended 30 June 2015. The impact of new gym openings on the
Group’s results of operations depends on when they commence operations relative to the Group’s
half-year or financial year end.

Initial trading performance at the Group’s gyms depends largely on the number of members that have
signed up during the pre-opening period. On average, it has taken approximately 24 months for the
Group’s gyms to reach maturity based on historic performance of the Group’s gyms. A new gym will
undergo a pre-opening phase where a significant amount of marketing is undertaken to attract members
before opening. The target number of members per gym depends on the size and location of the gym. On
average, the Group’s gyms achieved 3,000 members within the first week of opening and membership
increases rapidly in the first six to nine months of operation, typically reaching maturity at approximately
6,000 members per gym after 24 months (based on the performance of the Mature Gym portfolio as at
31 December 2014).

During the period under review, the Group’s New Gyms have on average achieved positive site EBITDA
within approximately six to nine months of opening. This has been the result of the rapid increase in gym
membership in the early months offset by Pre-Opening Costs of approximately £140,000 per gym on
average, consisting primarily of staff costs, marketing and rent. Site profitability tends to improve rapidly
during the first 24 months of operation due to the ramp-up in membership numbers and due to the higher
membership fees paid by new and returning members and improvement in membership yield (see
“—Membership pricing” below). On average, the Group’s gyms have required 3,000 to 4,000 members to
break even at a monthly gym site EBITDA level, depending on the location, size, cost structure and
membership of the gym.

The Group has reduced its average initial site investment cost to fit out a new gym from an average of
£1.5 million for the Mature Gym portfolio (as at 31 December 2014) to an average cost of £1.3 million to
£1.4 million for the New Gym Portfolio (as at 31 December 2014), depending on gym size and location, as
a result of a redesigned fit out process and its ability to negotiate competitive pricing from its suppliers due
to its scale. The Group is seeking to continue to lower initial site investment cost through the use of
technology, by employing a more competitive tender process when appointing fit-out contractors,
negotiating better terms with the Group’s suppliers and value engineering the fit-out specification to avoid
unnecessary cost.

Performance information for the Group’s New Gym portfolio and Mature Gym portfolio are presented for
the periods indicated below.

Year ended
31 December

2012 2013 2014

New Gym portfolio

Total number of New GymS. . . ... oottt e e 22 24 23
Average New Gym Site EBITDA (£ million) .......... ... ... . ....... ... 0.1 03 02
Average New Gym Site EBITDA Margin (percent.) .............c..oo.uo.... 18 33 23
Mature Gym portfolio

Total number of Mature Gyms . ... ... .ottt 10 16 32
Average Mature Gym Site EBITDA .. ... ... ... . . .. . 06 06 05
Average Mature Gym Site EBITDA Margin (percent.) ..................... 53 50 48
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The Group’s Mature Gyms are all profitable and cash generative. Additional performance information for
the Group’s Mature Gym portfolio for the year ended 31 December 2014 is presented below.

Year ended
31 December 2014

Average Mature Gym site revenue (£ million) . . . ....... . ... . .. L. 1.1
Average Mature Gym site gross profit margin (percent.). .. ................... 98
Average Mature Gym site total fixed property costs (expressed as a percentage of

Average Mature Gym Site Revenue) (percent.). .. ...t 25
Average Mature Gym Site other operating costs (expressed as a percentage of

Average Mature Gym site revenue) (Per CeNnt.) . .. ... ... v et 25
Average Mature Gym Site EBITDA (£ million) . ............... . ........ ... 0.5
Average Mature Gym Site EBITDA Margin (percent.) . ...................... 48

During the period under review, the Group has significantly increased its number of gyms as a result of its
roll-out strategy, with 28 New Gyms in operation as at 30 September 2015. While The Gym has incurred
the initial site investment cost and Pre-Opening Costs for these New Gyms, they have yet to reach
maturity. As a result, the Directors believe that these New Gyms have not achieved their site performance
potential and that they should contribute positively towards Group Adjusted EBITDA in future periods.
The Directors believe that the historical performance of the Group’s gym openings provides it with
visibility as to the expected future performance of its New Gyms based on their early trading performance.
New Gym openings increase Pre-Opening Costs across the Group’s estate, which has an immediate impact
on Group Adjusted EBITDA and Group Adjusted EBITDA Margin, but support future growth in Group
Adjusted EBITDA and Group Adjusted EBITDA Margin as those gyms approach maturity. Pre-Opening
Costs primarily consist of staff costs, marketing and rent. Pre-Opening Costs were £1.6 million,
£1.0 million, £2.0 million, £0.6 million and £1.2 million in total for the years ended 31 December 2012, 2013
and 2014 and the six months ended 30 June 2014 and 2015, respectively. If the Group opens fewer sites in a
given year, Group Adjusted EBITDA and Group Adjusted EBITDA Margin will be higher in the short
term due to the upfront impact of Pre-Opening Costs, but growth in Group Adjusted EBITDA and Group
Adjusted EBITDA Margin may be less over the longer term.

The Group’s Average Mature Gym Site ROCE for the Mature Gym portfolio as of 31 December 2014 for
the 2008 Cohort and 2009 Cohort (combined), the 2010 Cohort, the 2011 Cohort and the 2012 Cohort are
presented for the periods indicated below.

Year ended

31 December 2014
(per cent.)

Average Mature Gym Site ROCE

2008 Cohort and 2009 Cohort (combined) (5 gyms). ... ..., 52
2010 Cohort (5 gymS) . ..ottt 34
2011 Cohort (6 @YMS) . . .ottt 29
2012 Cohort (16 YMS) . . . vttt 29
Mature Gym Portfolio as of 31 December 2014 (32 gyms) . ... ..., 33

The Group has experienced a reduction in its Average Mature Gym Site EBITDA Margin over the period
2012 to 2014 as the number of mature sites has increased. The sites opened in the years 2008 through 2010
are some of the Group’s strongest performing locations and experienced higher average margins and
returns on capital than the subsequent average performance for the 2011 Cohort and 2012 Cohort. Site
performance is dependent on a number of factors, including the quality of the location, relative catchment
for potential members, size of site and competition. In 2011, the Group began to accelerate its expansion
throughout England, opening 6 gyms in 2011 and a further 16 gyms in 2012. As a result, the average
performance across The Gym’s estate is not as strong as for the 2008/2009 Cohort and the 2010 Cohort.
However, the 2011 Cohort and the 2012 Cohort have shown Average Mature Gym Site ROCE of 29 per
cent. for the year ended 31 December 2014, which the Director’s believe reflects the ability of the Group to
successfully adapt its business model to a variety of locations.

The more recent openings in 2013 and 2014 have performed well with average membership numbers after
9 months of operations ahead of the comparable average membership numbers for the 2012 Cohort. The
Directors believe that early performance is an indicator of the future potential of a site and therefore the
2013 Cohort and the 2014 Cohort, as they mature, will have an opportunity to achieve strong average
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returns on capital in line with the Group’s target ROCE of 30 per cent. The prospective returns from the
latest gym openings in 2015 should be enhanced by the reduction in the average site investment from the
historic levels of £1.5 million (for the Mature Gym portfolio as of 31 December 2014) to an average of
£1.35 million (for the New Gym portfolio as of 31 December 2014) as the cost of the fit out has been
re-engineered.

Membership base

The Gym derives its revenue primarily from membership income. Membership income comprises
subscription income, which is the income from members who pay a gym membership fee on a monthly
basis, including income from members who suspend (“freeze”) their memberships for a £5 monthly fee for
periods when they do not use the gym, joining fee income and day membership fee income. Total revenue
is thus driven primarily by the number of members and the rates they pay for membership
(see “—Membership Pricing” below). In addition, the Group generates ancillary revenue from vending
machine sales and tanning beds that are located within a small number of gyms.

Membership volumes are affected by numerous factors, including the total number of gyms, the locations
and accessibility of the Group’s gyms, the equipment and facilities offered at the Group’s gyms, the
Group’s brand reputation, the trends discussed below under “—Socioeconomic factors and health and
wellness trends” and “—~Macroeconomic conditions”, the customer service provided by The Gym and
competition in the health and fitness sector at the local level. Additionally, The Gym’s membership varies
by month due to marketing activity and seasonality (see “—Seasonality” below).

The Gym has achieved positive net annual membership growth principally due to new club openings and
the maturing of New Gyms over the period under review. The following table shows the number of open
gyms and certain membership information for the periods indicated below.

As at 31 December

2012 2013 2014
Number of gyms ... ... ... . 32 40 55
Total number of members (‘000S) . . ... ...t 166 225 293
Total number of Mature Gym members (‘000s) . .................... 68 106 188
Total number of New Gym members (‘000s) . ...................... 96 117 102
Average number of members (‘000s) . .. .......... .. 135 212 271
Average number of Mature Gym members (‘000s) . . ................. 68 110 196
Average number of New Gym members (‘000s) . . ................... 67 101 75
Average number of members per gym. .. ...... . ... oL 5,648 5816 5914

The Directors believe that the average number of members per gym will be approximately the same in
2015 as compared with 2014 as the 2013 Cohort and the 2014 Cohort approach maturity and expect
moderate growth in 2016. Growth in the average number of members is also affected by the number of
gyms opened during the period and the calendar month in which the Group’s gyms are opened
(see “—Seasonality” below).

Membership pricing

During the period under review, The Gym has achieved increases in its membership as its estate matures,
along with generally consistent Average Revenue per Member per Month. This has been achieved through
management of its pricing structure and its focus on yield. Average Revenue per Member per Month is
exclusive of VAT and is therefore lower than The Gym’s average monthly membership fee of £16 (stated
on a gross basis).

The Gym’s Average Revenue per Member per Month for its gym portfolio, the New Gym portfolio and the
Mature Gym portfolio are presented for the periods indicated below.

Six months
Year ended 31 December 3%n‘(]1§ge
2012 2013 2014 2015
®)
Average Revenue per Member per Month . .................. 13.78 14.06 13.98 14.49
Average New Gym Revenue per Member per Month . .......... 13.43 13.76 12.81 —
Average Mature Gym Revenue per Member per Month ... ...... 14.17 1439 14.49 —
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The Gym’s Average Revenue per Member per Month is affected by The Gym’s membership fee rates,
which are set on a gym-by-gym basis, taking account of a number of factors, including membership level,
utilisation profiles, membership demand, propensity to pay within the demographic profile of the
catchment area and the number and price point, product offering and location of The Gym’s local
competitors. The Gym previously offered a “price for life” guarantee to members joining prior to 17 April
2015, which guaranteed that its members’ individual monthly membership fees would not increase
(excluding promotional pre-opening offers) for as long as such members retained their membership
without cancellation. As at 30 September 2015, 206,000 members benefited from the price for life
guarantee, although 20,000 of those members were also on promotional pre-opening offers. All members
that have joined prior to 17 April 2015 continue to have the benefit of the “price for life” guarantee, while
all members joining after such date do not and The Gym has the right to reprice the monthly membership
fee for such members.

The Gym does not offer introductory or special monthly membership fee rates, except when a new gym is
in pre-marketing during fit out at which point The Gym may offer a special pre-opening rate to attract
members. For example, The Gym may offer the first 1,500 pre-opening members a lower monthly
membership fee of £10.99 (or £12.99 at some locations) for the first 12 months. After 12 months, however,
all pre-opening members are automatically switched to the monthly membership fee that was prevailing on
the opening day for that gym. As gyms mature, the Group may increase a gym’s monthly membership fee,
and all subsequent new joiners will join at the new monthly membership fee.

The Gym’s Average Revenue per Member per Month is also affected by the level of joining fees collected.
The Gym does not typically waive or offer discounted joining fees, except when a new gym is in
pre-marketing during fit out at which point The Gym may waive the joining fee for the first 1,500
pre-opening members. However, local managers with the approval of Senior Management can waive or
discount the joining fee on a case-by-case basis or advertise promotions waiving the joining fee for discrete
periods of time. In the year ended 31 December 2014, The Gym collected joining fees from approximately
64 per cent. of new joiners.

The Group has historically been able to manage its membership base at its Mature Gyms by adjusting the
monthly membership fee rate or, in some cases, discounting the joining fee payable by new and returning
members. The Gym may increase the monthly membership fee rate to manage density at oversubscribed
gyms and may lower the monthly membership fee rate or discount the joining fee at gyms with lower
membership levels. The Gym’s Average Mature Gym Revenue per Member per Month has shown a
marginal increase during the period under review. The Directors believe that Average Revenue per
Member per Month will increase slightly in 2015 and 2016 due to the full year effect of historic price
increases in 2014, the maturing of New Gyms and selective future price increases.

Low-cost operating model

The Gym employs a low-cost operating model focused on cost efficiency, and The Gym’s management of
its cost base is an important driver of its operating margins. The Gym’s operating costs, such as staff costs,
rent, rates, utilities and marketing costs have generally increased in line with new gym openings. As new
gyms mature and increase their membership base, fixed costs are typically spread over an increasing
revenue base, thereby improving operating margins.

The Group manages staff costs by only employing a general manager and an assistant general manager at
each gym. In addition, between 10 and 15 self-employed personal trainers contract directly with each gym.
The Gym provides each personal trainer with free access to a gym and allows them to market their services
in that gym. At The Gym’s discretion, personal trainers are provided with up to 12 induction activity slots
per week to facilitate their access to members to help promote their personal training services. During
these slots, the personal trainers perform certain actions in the gym, principally conducting tours, member
inductions, leading group exercise classes and generally being available to support members. The Gym
does not guarantee that a personal trainer will receive these 12 slots and the personal trainer may refuse
them, but must arrange for a substitute in such event. Members pay personal training fees directly to their
personal trainers and The Gym is not involved in the booking of, or collection of payment for, personal
training sessions. The Gym does not charge any fees to personal trainers in connection with their offering
of services at its gyms. The use of self-employed personal trainers allows The Gym to maintain low staff
costs.

The Gym also manages staff costs through the use of technology. The Gym operates a fully automated,
online-only joining process. Prospective members may join either remotely through The Gym’s website or
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in person at a gym using internet-connected kiosks provided on the gym premises. Prospective members
are not required to interview with gym staff before joining. In addition, entry portals for each gym are
automated and computer controlled to ensure access is provided only to members, without any need for
intervention by staff. These automated systems allow the Group to reduce its per gym staff cost while
making the joining process easy for users.

The Gym seeks to manage its exposure to rent increases by negotiating fixed rental uplifts with its
landlords where possible. The Gym’s lease agreements do not typically have breaks and have fixed rental
uplifts every five years either by fixed increases, typically 10 per cent. at the end of each five year period, or
increases in line with RPI or CPI. Under IFRS, these fixed rental uplifts are brought forward to “smooth”
the increase in costs over the term of the lease, which results in a higher property lease rental charge on
the combined income statement compared to the actual cash cost of rent during the early years of the
lease. The majority of The Gym’s leases fall under the LTA, which provides security of tenure. This means
that the Group has the right to apply for a new tenancy at the end of the term, and the landlord can only
oppose the grant of a new tenancy on certain prescribed grounds, for example if it intends to redevelop the
property. The Group’s leases have an average life of 17.9 years as of 30 June 2015 and very few leases have
a duration of less than 10 years. As a result, The Gym has significant visibility over its future rent costs and
provides protection to the Group from increases in rent due to volatility in the commercial property
market, particularly in Greater London where the Group has a significant presence and where rents can
otherwise be subject to significant year-on-year increases. The Directors believe that property lease rentals
for future gyms will be higher than historic property lease rentals due in part to the mix of locations and
the Group’s development of sites in London and the Southeast of England and, as a percentage of
revenue, property lease rentals are expected to increase slightly in 2015 and thereafter, from 17 per cent. in
the year ended 31 December 2014. In addition, the Directors expect that other fixed property costs
(consisting of rates, service charge and landlord insurance) will undergo a small increase as a percentage of
Group revenue in 2015 and thereafter, from 11 per cent. in the year ended 31 December 2014, driven by
the Group’s development of sites in London and the Southeast of England and increases in business rates,
utilities and related expenses.

The Gym also outsources many functions where the Directors believe that such arrangements are more
cost-effective than providing the functions in-house, including, for example: security and monitoring;
cleaning services; sales and marketing; payment processing services; customer contact management;
website design and hosting; member management services and hosting; IT infrastructure; health and
safety; human resources support services; fit-out design and construction; and other professional services.

In the year ended 31 December 2014, central costs were 9 per cent. of Group revenue and the Directors
believe that central costs will increase marginally as a percentage of revenue in 2015 due to public company
costs and the full year impact of new head office staff hired in 2014, but are expected to reduce as a
percentage of Group revenue in 2016 and thereafter as the business matures. Other operating costs
(including costs such as repairs, maintenance and utilities) was 17 per cent. of Group revenue in the year
ended 31 December 2014 and the Directors believe that other operating costs will increase slightly as a
percentage of Group revenue in 2015 and 2016 as The Gym continues the roll-out of its estate.

The Group has closely managed other gym expenses, such as utilities, repairs and maintenance and
marketing costs over the period under review. For example, the Group has increased its use of energy
efficient fixtures and has used its scale to obtain better terms with service providers such as cleaning. In
addition, the Group’s gyms are fitted out to a high specification, which the Directors believe results in
stable maintenance costs and limited maintenance capital expenditure. For the year ended 31 December
2014, repairs and maintenance expense was 3.5 per cent. of Group revenue.

Depreciation of property, plant and equipment relates to depreciation of the Group’s gym site fixtures and
fittings, leasehold improvements and fitness equipment. Depreciation has historically been higher than
maintenance capital expenditure during the maintenance cycle because new site costs are depreciated over
six years for fixtures and fittings, six years for fitness equipment and the life of the lease for leasehold
improvements whereas maintenance capital expenditure is only expensed when it is incurred. The Group’s
maintenance cycle for fitness equipment is five years for cardio equipment and seven years for strength
equipment. In addition, leasehold improvements to the fabric of the building, such as floors, walls, ceilings
and mezzanines do not require maintenance capital expenditure. In the year ended 31 December 2014,
depreciation was £7.6 million or 17 per cent. of Group revenue and the Directors believe that depreciation
will increase slightly as a percentage of revenue in 2015, followed by a slight reduction as a percentage of
revenue in 2016. In the year ended 31 December 2014, the Group incurred £1.6 million of maintenance
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capital expenditure, equivalent to approximately 3.5 per cent. of Group revenue, which was significantly
less than depreciation.

Socioeconomic factors and health and wellness trends

The Gym’s membership growth and results of operations are influenced by a number of socioeconomic
factors and health and wellness trends. These include rising consumer spending and disposable income,
increasing consumer focus on healthy lifestyles across ages and demographics and government initiatives to
increase awareness of the risks of sedentary lifestyles and the health benefits of increased physical activity.
These trends have contributed to growth in The Gym’s membership base over the period under review.
While The Gym believes that these trends are likely to continue for the foreseeable future, alternative
forms of fitness or venues for fitness are becoming popular, including outdoor activities such as cycling or
running and participating in other sports (including team sports), and new trends in the types of health and
fitness activities that consumers wish to undertake may continue to increase in popularity in the future.

Macroeconomic conditions

The Gym’s membership growth and results of operations are also influenced by macroeconomic
conditions. Adverse developments in macroeconomic conditions, which result in the lower availability of
credit, higher interest rates and tax rates, increased unemployment, higher consumer debt levels, lower
consumer confidence, lower wage and salary levels, inflation or the public perception that any of these
conditions may occur, could impact demand for gym membership. The Directors believe that The Gym’s
business has demonstrated resilience in periods of downturn, due to its low-cost business model, attractive
value-for-money proposition and the concentration of its gyms in prime locations in major cities.

Restructuring of the Group’s financing arrangements

In June 2013, the Phoenix Manager acquired a majority equity interest in the Group through the Phoenix
Investment. The structure of the acquisition and subsequent investments in the Group had a material
effect on the reported financial position and results of operations of the Group which are included in the
Historical Financial Information. In particular, the Group incurred finance costs of £8.9 million,
£11.8 million and £4.6 million in the years ended 31 December 2013 and 2014 and the six months ended
30 June 2015, respectively, relating primarily to interest on bank loans and shareholder loans. In addition,
the Group incurred transaction fees of £0.1 million and £4.6 million, recorded as exceptional items, in the
years ended 31 December 2012 and 2013, respectively, relating to the acquisition and related debt
financing. See Part 2: “Presentation of Financial and Other Information—Presentation of financial
information—Phoenix Investment’.

In July 2014, The Gym’s articles of association were amended in respect of the repayment of a fixed
preferential dividend on certain preference shares issued by the Company. This amendment to The Gym’s
articles of association resulted in these instruments being reclassified from debt to equity, which resulted in
a reduction in long-term debt and an increase in equity share capital as of 31 December 2014 of
£48.4 million (the “2014 Reclassification”). The 2014 Reclassification is discussed in further detail in
note 21 of The Gym’s combined financial information included in the Historical Financial Information.

In connection with the Offer, the Group intends to complete the Refinancing, which will have a significant
impact on the Group’s financing structure in future periods. On completion of the Refinancing, the
shareholder loans will be repaid with proceeds from the Offer and borrowings under the New Term Loan
Facility and interest will no longer accrue thereon (see Part 12: “Unaudited Pro Forma Financial
Information”). In addition, through the Refinancing, the Group intends to repay its other outstanding debt,
including its outstanding bank facilities and finance leases (see Part 12: “Unaudited Pro Forma Financial
Information™). As a result of the Offer and the Refinancing, the Group expects to have reduced finance
costs in future periods. In addition, the Group expects to recognise exceptional expenses relating to
professional fees and other expenses as a result of the Offer and the Refinancing in future periods.

Tax

The Group recognises expected liabilities for tax based on an estimation of the likely taxes due, which
requires significant judgement as to the ultimate tax determination of certain items. During the period
under review, the Group recorded an income tax charge of £0.1 million, an income tax charge of
£0.2 million, an income tax credit of £0.7 million, an income tax credit of £0.6 million and an income tax
charge of £0.7 million during the years ended 31 December 2012, 2013 and 2014 and the six months ended
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30 June 2014 and 2015, respectively. Following Admission and, as a consequence of the Offer and the
Refinancing, the Group will have a significantly different financing structure in place, and it is expected
that the Group will record taxable income and therefore will recognise income tax charges in future
periods. The Directors believe that the Group’s effective tax rate following Admission will be higher than
the statutory tax rate because certain of the Group’s fixed assets are currently ineligible for capital
allowances, but expect that the tax rate as a percentage of revenue will decline over the medium term.

Seasonality

The Gym experiences a degree of seasonality in its membership enrolment. The majority of The Gym’s
members join in the early spring (January, February and March) and the early autumn (September and
October). This seasonal effect is more pronounced outside of Greater London than within Greater
London. Additionally, membership attrition peaks during the summer months when gyms with high
student membership experience a reduction in membership and when other members may choose
alternative outdoor fitness programmes. The Group’s monthly revenue, profitability and levels of working
capital may therefore vary significantly during the year as a result of the concentration of enrolment in the
spring and the autumn. Factors that affect membership enrolment during the peak selling seasons, such as
macroeconomic conditions, can have a disproportionate impact on the Group’s performance in a
particular period, which may not be recovered, if at all, until the next peak selling season (see Part 6:
“Business Description—Seasonality”).

Key performance indicators

The Gym considers a variety of metrics to analyse the Group’s performance. The Directors believe that
each of these measures provides useful information with respect to the performance of the Group’s
business and operations. These non-IFRS measures and key operating metrics are not audited and they are
not meant to be considered in isolation or as a substitute for measures of financial performance reported
in accordance with IFRS. Moreover, these measures may be defined or calculated differently by other
companies, and as a result the key performance indicators of the Group may not be comparable to similar
measures calculated by its peers.

The table below shows certain of the Group’s key performance indicators as at the dates or for the periods
indicated:

As at and for the

As at and for the year six months ended
ended 31 December 30 June
2012 2013 2014 2014 2015
(unaudited)

Financial Data
Revenue (£ million) .......... ... ... ... ... . ... 223 357 455 22.0 28.9
Group Adjusted EBITDA® (£ million) ............... 6.0 11.8 147 7.9 8.5
Group Adjusted EBITDA before Pre-Opening Costs®

(£ MIHONY .« o v e e e e e e 7.6 129 167 8.5 9.7
Group Operating Cash Flow® (£ million) ............. 9.6 148 165 8.0 11.8
Group Operating Cash Flow Conversion® (per cent.) . . . . . 160 125 112 101 139
Expansionary Capital Expenditure® (£ million) ......... 178  11.0 154 7.0 10.7
Net Debt® (£ million) .......... ... ... ... ....... 19.0 367 492 — —
Net Debt to Adjusted EBITDA .. ................... 3.16x 3.11x 3.35x — —
Operational Data
Total gyms inoperation . . . ......... ... ... ... ..... 32 40 55 44 63
Total number of members (‘000s) . . .................. 166 225 293 266 355
Average Revenue per Member per Month™ (£) ... ...... 13.78 14.06 13.98 14.06 14.49
Total Mature Gyms in operation® .. ................. 10 16 32 — —
Average Mature Gym Site EBITDA® (£ million) . ....... 0.61 059 051 — —

(1) Group Adjusted EBITDA is calculated as the Group’s operating profit before depreciation and amortisation and exceptional
items. See Part 2: “Presentation of Financial and Other Information—Presentation of Financial Information—Operating
information and Non-IFRS financial information—Group Adjusted EBITDA, Group Adjusted EBITDA Margin and Group
Adjusted EBITDA before Pre-Opening Costs”.
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(2) Pre-Opening Costs primarily consist of staff costs, marketing and rent associated with new site openings. Pre-Opening Costs
were £1.6 million, £1.0 million, £2.0 million, £0.6 million and £1.2 million in total for the years ended 31 December 2012, 2013
and 2014 and the six months ended 30 June 2014 and 2015, respectively.

(3) Group Operating Cash Flow is calculated as Group Adjusted EBITDA less net working capital and less maintenance capital
expenditures. See Part 2: “Presentation of Financial and Other Information—Presentation of Financial Information—Operating
information and Non-IFRS financial information—Group Operating Cash Flow and Group Operating Cash Flow Conversion”.

(4) Group Operating Cash Flow Conversion is calculated as Group Operating Cash Flow expressed as a percentage of Group
Adjusted EBITDA. See Part 2: “Presentation of Financial and Other Information—Presentation of Financial Information—
Operating information and Non-IFRS financial information—Group Operating Cash Flow and Group Operating Cash Flow
Conversion”.

(5) Expansionary capital expenditure represents the Group’s cash expenditure on property, plant and equipment and intangibles,
net of proceeds from disposals of property, plant and equipment, net of equipment funded through finance leases and less
maintenance capital expenditures.

(6) Net Debt is the Group’s outstanding borrowings from bank facilities and finance leases net of cash and cash equivalents.

(7) Average Revenue per Member per Month for a given month is calculated as the Group’s revenue for the period divided by the
number of months in that period and further divided by the average number of members during that period. See Part 2:
“Presentation of Financial and Other Information—Presentation of Financial Information—OQOperating information and Non-IFRS
financial information—Membership—Average Revenue per Member per Month”.

(8) The Mature Gym portfolio reflects the performance attributable to the Group’s gyms in operation for 24 months or more prior
to the end of the relevant reporting period. See Part 2: “Presentation of Financial and Other Information—Presentation of
Financial Information—OQOperating information and Non-IFRS financial information—Gyms—Mature Gym portfolio information”.

(9) Average Mature Gym Site EBITDA is calculated as operating profit before depreciation and amortisation, central costs and
exceptional items attributable to the Mature Gym portfolio divided by the number of gyms in the Mature Gym portfolio. See
Part 2: “Presentation of Financial and Other Information—Presentation of Financial Information—QOperating information and
Non-IFRS financial information—Average Mature Gym Site EBITDA and Average Mature Gym Site EBITDA Margin”.

Current trading and prospects

The Group’s strong financial performance has continued since 30 June 2015 and trading is in line with the
Directors’ expectations, with results ahead of those of the same period in the prior year. Membership has
increased from 355,000 as of 30 June 2015 to 363,000 as of 30 September 2015 and revenue for the three
months ended 30 September 2015 increased by 36 per cent. compared with the same period in the prior
year.

Group Adjusted EBITDA performance for the three months ended 30 September 2015 was ahead of the
equivalent period in the 2014 financial year.

The Group has opened 4 gyms since 30 June 2015 and the Group’s roll out strategy continues to proceed
with a total of 15 to 20 new gyms expected to open in the 2015 financial year.

Description of key income statement items
Revenue

The Gym’s revenue principally comprises membership income consisting of subscription income (which
includes income from members who suspend (“freeze”) their memberships for a £5 monthly fee for
periods when they do not use the gym), joining fee income and day membership fee income. Membership
income represented 99 per cent. of The Gym’s total revenue for the year ended 31 December 2014 and the
six months ended 30 June 2015. Monthly membership fees are recognised evenly over the month on a daily
basis with deferred income recorded at the month end for any revenue which is to be recognised in the
following month. Joining fees are recognised in the month of receipt, with the exception of joining fees
received from members who sign up during the pre-opening phase of a new gym, which is recognised as
revenue in the month the gym opens.

The Gym also generates revenue from vending income and tanning bed income, which represented less
than 1 per cent., respectively, of The Gym’s total revenue for the year ended 31 December 2014 and the six
months ended 30 June 2015. Vending income and tanning bed income are recognised at the point of sale.

Revenue is stated excluding value added tax and other sales-related taxes.
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Cost of sales

Cost of sales comprises costs arising in connection with the generation of ancillary revenue, primarily
vending machine costs and tanning bed costs, call centre costs, payment processing costs and costs arising
from the operation of the Group’s member management system.

Administration expenses

Administration expenses comprise the costs incurred by administering the Group’s operations, including
employee costs, other fixed property costs, other operating costs, depreciation of property, plant and
equipment, amortisation, property lease rentals, marketing costs, central costs and exceptional items.
Employee costs comprise wages and salaries, social security costs and pension scheme costs. Each Group
gym employs two staff members (a general manager and an assistant general manager) and bonuses are
payable to general managers if certain membership and financial targets are met. Other fixed property
costs comprise rates, service charge and landlord insurance. Other operating costs comprise repairs,
maintenance and utilities. Depreciation of property, plant and equipment relates to depreciation of the
Group’s gym site fixtures and fittings, leasehold improvements and fitness equipment purchased through
cash or through finance leases. Amortisation includes amortisation of intangible assets (goodwill), which
comprises amortisation of an intangible asset created by the Phoenix Investment, and amortisation of
finance costs, which consists of the write-off of financing fees incurred in a refinancing over the life of the
facility. Property lease rentals consist of rental payments for the Group’s gyms and head office. Marketing
costs comprise expenditure relating to attracting new members and retaining existing members. Marketing
costs are significantly higher at newly opened sites than at sites that have been open for more than
24 months. Central costs comprise the costs incurred in administering the Group’s estate, which includes
head office costs, such as central staff costs and their associated administration costs, technology and
website, professional fees and central office costs. The largest component of central costs is staff costs for
head office support functions (finance, commercial and property) and operational staff not allocated to
specific sites (regional managers). Exceptional items are described further below.

Exceptional items

Items that are material in size, unusual or infrequent in nature are disclosed separately as exceptional
items. The separate reporting of exceptional items helps provide an indication of the Group’s underlying
business performance.

During the period under review, exceptional items included professional fees and transaction fees. In 2012,
exceptional items consisted of transaction fees relating to the Phoenix Investment and costs incurred in
relation to the relocation of a gym. In 2013, exceptional items consisted of transaction fees relating to the
Phoenix Investment, other aborted acquisition costs and costs incurred in relation to the relocation of a
gym. In 2014, exceptional items consisted of costs in relation to the evaluation of a potential merger with
Pure Gym Limited and costs incurred in relation to the relocation of a gym. In the six months ended
30 June 2015, exceptional items consisted of costs incurred in connection with the Group’s initial public
offering, costs in relation to the evaluation of a potential merger with Pure Gym Limited and other aborted
transaction costs.

Finance costs

Finance costs represent the charges (accrued or paid) associated with the Group’s shareholder loans, bank
loans and overdrafts, preference shares, finance lease interest and interest rate derivatives. This line item
also represents the amortisation of any fees associated with the raising of finance that have been
capitalised and spread over the life of the facility. Finance costs are recognised using the effective interest
method.

Income tax credit | (charge)

Income tax credit / (charge) comprises current and deferred tax. Current tax is the expected tax payable or
receivable on the taxable income or loss for the year, using tax rates enacted or substantively enacted at the
reporting date, and any adjustment to tax payable or receivable in respect of previous years. Deferred tax is
recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax assets are
recognised for unused tax losses, unused tax credits and deductible temporary differences to the extent that
it is probable that future taxable profits will be available against which they can be used.

88



Results of operations

The following table sets out selected data from the combined income statement for the years ended
31 December 2012, 2013 and 2014 and the six months ended 30 June 2014 and 2015, which have been
extracted without material adjustment from the Group’s audited combined Historical Financial
Information.

For the six months

For the year ended 31 December ended 30 June
2012 2013 2014 2014 2015
(unaudited)
(£°000s)

Revenue . ........... ... ... ... ... ... .... 22264 35,734 45,480 22,045 28,850
Costofsales . ........ ... (395) (906)  (1,040) (537) (518)
Gross profit . ........... ... ... ... ... .... 21,869 34,828 44,440 21,508 28,332
Administration eXpenses . .................. (19,948) (35,021) (42,105) (18,296) (27,236)
Operating profit . .. ................... ... 1,921 (193) 2,335 3,212 1,096
Analysed as:
Group Adjusted EBITDA . . . ................ 6,000 11,752 14,688 7,852 8,507
Depreciation and amortisation. . . . ........... (3,887)  (7,170)  (9,700)  (4,580)  (5,947)
Exceptional items . ... .................... (192)  (4,775)  (2,653) (60)  (1,464)
Finance costs ................. ... ....... (3,043)  (8,854) (11,797)  (6,613)  (4,649)
Finance income. . ........... ... .......... 4 11 20 9 233
Profit/(loss) before tax. . . .................. (1,118)  (9,036) (9,442)  (3,392)  (3,320)
Income tax credit / (charge)................. (114) (232) 659 569 (688)
Profit/(loss) for period attributable to equity

shareholders . . ........................ (1,232)  (9,268) (8,783)  (2,823)  (4,008)

Results of operations for the six months ended 30 June 2015 compared to the six months ended 30 June 2014
Revenue

Group revenue increased by 31 per cent. to £28.9 million in the six months ended 30 June 2015, from
£22.0 million in the six months ended 30 June 2014, driven primarily by growth in membership income due
to an increase in the number of gyms, leading to growth in total membership.

Administration expenses

The table below presents a breakdown of administration expenses for the six months ended 30 June 2014
and 2015:

Six months ended

30 June
2014 2015
(unaudited)

(£000s)
Employee COStS . . . . oo 2,580 3,949
Other fixed property COStS . . . . . ottt e 2,101 3,101
Other operating CoStS . . . . . oottt e e 3,715 4,892
Depreciation of property, plant and equipment . .. .......... .. ... . . ..., 3,598 4,878
Amortisation of intangible assets . ... ...... ... .. 982 1,069
Property lease rentals . . . .. ... L 3,598 5,257
Marketing COStS . . . . . .ot 999 1,636
Central costs (excluding central staff costs) .. ......... ... ... ... ... ... ... ... 663 990
Exceptional items . . . . .. ... . 60 1,464

18,296 27,236

Administration expenses increased by 49 per cent. to £27.2 million in the six months ended 30 June 2015,
from £18.3 million in the six months ended 30 June 2014, driven primarily by an increase in the total
number of gyms from 44 as of 30 June 2014 to 63 as of 30 June 2015. Central costs increased due to
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investment in key functions including property, commercial and finance to support the Group’s growth.
Marketing costs increased to support the increase in the number of gyms.

Exceptional items

In the six months ended 30 June 2015, exceptional items consisted of costs of £0.7 million incurred in
connection with the Group’s initial public offering, costs of £48 thousand in relation to the evaluation of a
potential merger with Pure Gym Limited and other aborted transaction costs of £0.7 million. In the six
months ended 30 June 2014, exceptional items consisted of £0.1 million of costs in relation to the
evaluation of a potential merger with Pure Gym Limited.

Finance costs

Finance costs decreased by 30 per cent. to £4.6 million in the six months ended 30 June 2015, from
£6.6 million in the six months ended 30 June 2014, driven primarily by a reduction in interest payable as a
result of the 2014 Reclassification.

Results of operations for the year ended 31 December 2014 compared to the year ended 31 December 2013

Revenue

Revenue increased by 27 per cent. to £45.5 million in the year ended 31 December 2014, from £35.7 million
in the year ended 31 December 2013, driven primarily by growth in membership income due to an increase
in the total number of members across The Gym’s estate resulting from the combined effect of the
maturation of 16 gyms that opened during 2012, the first full year of operation of eight new gyms that
opened in 2013 and the opening of 15 new gyms in 2014.

Administration expenses

The table below presents a breakdown of administration expenses for the years ended 31 December 2013
and 2014:

Year ended
31 December
2013 2014
(£000s)

Employee Costs . .. ... 4212 5,480
Other fixed property CostS. . . . ... e 3,740 4,771
Other operating CoStS . . . . ..ottt e e e 6,292 7,811
Depreciation of property, plant and equipment . ............ ... ... ....... 5,979 7,600
Amortisation of intangible assets . . ... ... ... L 1,191 2,100
Property lease rentals . . . .. .. .. 6,150 7,781
Marketing COStS . . . . oot e 1,489 2,328
Central costs (excluding central staff costs) . .............. ... . ........ 1,193 1,581
Exceptional 1tems . . . . . . ... e 4,775 2,653

35,021 42,105

Administration expenses increased by 20 per cent. to £42.1 million in the year ended 31 December 2014,
from £35.0 million in the year ended 31 December 2013, driven primarily by an increase in the total
number of gyms from 40 as of 31 December 2013 to 55 as of 31 December 2014. Central costs increased
during the year ended 31 December 2014 due to the hiring of additional staff in a number of departments.
Marketing costs increased due to the pre-opening marketing for the 15 gyms opened in the year ended
31 December 2014 as well as increased marketing spending for the Group’s Mature Gyms.

Exceptional items

In the year ended 31 December 2014, exceptional items consisted of costs of £2.0 million in relation to the
evaluation of a potential merger with Pure Gym Limited and costs of £0.7 million incurred in relation to
the relocation of a gym. In the year ended 31 December 2013, exceptional items consisted of transaction
fees of £4.6 million relating to the Phoenix Investment, other aborted acquisition costs of £0.2 million and
costs of £0.1 million incurred in relation to the relocation of a gym.
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Finance costs

Finance costs increased by 33 per cent. to £11.8 million in the year ended 31 December 2014, from
£8.9 million in the year ended 31 December 2013, driven primarily by increases in bank loan interest and
loan note interest.

Results of operations for the year ended 31 December 2013 compared to the year ended 31 December 2012

Revenue

Group revenue increased by 61 per cent. to £35.7 million in the year ended 31 December 2013, from
£22.3 million in the year ended 31 December 2012, driven primarily by growth in membership income due
to an increase in the total number of members across The Gym’s estate resulting from the combined effect
of the maturation of 11 gyms that opened during 2010 and 2011, the first full year of operation of 16 gyms
that opened in 2012 and the opening of eight new gyms in 2013.

Administration expenses

The table below presents a breakdown of administration expenses for the years ended 31 December 2012
and 2013:

Year ended
31 December
2012 2013
(£000s)

Employee Costs . .. ... 2,803 4,212
Other fixed property CostS. . . . ...t 2,453 3,740
Other operating CoStS . . . . . .ottt e e 3,981 6,292
Depreciation of property, plant and equipment . ............ ... ... ....... 3,805 5,979
Amortisation of intangible assets . . . ... ... .. L 82 1,191
Property lease rentals . . . .. .. .. e 4315 6,150
Marketing COStS . . . . oot e 1,512 1,489
Central costs (excluding central staff costs) . .............. ... .. ....... 805 1,193
Exceptional 1tems . . . . . . ... 192 4,775

19,948 35,021

Administration expenses increased by 76 per cent. to £35.0 million in the year ended 31 December 2013,
from £19.9 million in the year ended 31 December 2012, primarily driven by an increase in the total
number of gyms from 32 as of 31 December 2012 to 40 as of 31 December 2013. Central costs increased
during the year ended 31 December 2013 due to an increase in central staffing costs as a result of the full
year effect of new joiners in the final months of 2012.

Exceptional items

In the year ended 31 December 2013, exceptional items consisted of transaction fees of £4.6 million
relating to the Phoenix Investment, other aborted acquisition costs of £0.2 million and costs of £0.1 million
incurred in relation to the relocation of a gym. In year ended 31 December 2012, exceptional items
consisted of transaction fees of £0.1 million relating to the Phoenix Investment and costs of £0.1 million
incurred in relation to the relocation of a gym.

Finance cost

Finance cost increased by 191 per cent. to £8.9 million in the year ended 31 December 2013, from
£3.0 million in the year ended 31 December 2012, driven primarily by an increase in borrowings associated
with the Phoenix Investment and resultant increase in bank loans and overdraft interest, preference share
interest and finance lease interest.

Liquidity and capital resources

The Gym’s liquidity requirements arise primarily from the need to fund its roll-out strategy, make interest
payments on its indebtedness and meet the working capital requirements of its business. The Gym’s
principal sources of liquidity have been its cash flow from operating activities, its bank loans, its finance
leases and its shareholder loans.
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Cash flows

The table below presents a summary of The Gym’s cash flows for the periods indicated:

For the six months

For the year ended 31 December ended 30 June
2012 2013 2014 2014 2015
(unaudited)
(£000s)

Net cash flows from operating activities . ........ 7,924 1,308 9,472 7,138 6,111
Net cash flows used in investing activities . . ... ... (18,138) (39,706) (16,980)  (7,376)  (11,418)
Net cash flows used in financing activities . . . . . . .. 12,888 39,196 8,993 4,228 2,672
Net (decrease) / increase in cash and cash

equivalents . .......... . e 2,674 798 1,485 3,990 (2,635)
Cash and cash equivalents at 1 January ......... 619 3,293 4,091 4,091 5,576
Cash and cash equivalents at end of period . .. ... 3,293 4,091 5,576 8,081 2,941

The Group benefited from negative working capital inflows of £3.9 million, £3.6 million and £3.4 million
for the years ended 31 December 2012, 2013 and 2014, respectively. In the year ended 31 December 2014,
net working capital was 8 per cent. of Group revenue. The Directors believe that there will be a similar
inflow in net working capital as a percentage of Group revenue in the 2015 financial year, reducing
thereafter as The Gym expands its estate.

Net cash flows from operating activities

The Gym’s net cash flows from operating activities comprises The Gym’s operating profit before interest,
tax, profit / (loss) on disposals, depreciation, amortisation less movement in working capital, tax and
interest paid.

Net cash flows from operating activities was £6.1 million for the six months ended 30 June 2015, a decrease
of £1.0 million, or 14 per cent., as compared to net cash flows from operating activities of £7.1 million for
the six months ended 30 June 2014. This decrease primarily reflected an increase in exceptional and
interest charges.

Net cash flows from operating activities was £9.5 million for the year ended 31 December 2014, an increase
of £8.2 million, as compared to net cash flows from operating activities of £1.3 million for the year ended
31 December 2013. This increase primarily reflected an increase in Group Adjusted EBITDA and a
decrease in exceptional items partially offset by increases in bank loan interest, loan note interest and
interest on finance leases relating to the Group’s capital on-going expenditures.

Net cash flows from operating activities was £1.3 million for the year ended 31 December 2013, a decrease
of £6.6 million, as compared to net cash flows from operating activities of £7.9 million for the year ended
31 December 2012. This decrease was primarily due to exceptional charges associated with the Phoenix
Investment and increases in bank loan interest, loan note interest and interest from finance leases
reflecting the Phoenix Investment and on-going capital expenditures, partially offset by an increase in
Group Adjusted EBITDA.

Net cash flows used in investing activities

The Group’s net cash flows used in investing activities consists of the initial site investment for new gyms
net of finance lease funded expenditure and other capital expenditure on the maintenance and
refurbishment of the Group’s estate.

Net cash flows used in investing activities was £11.4 million for the six months ended 30 June 2015, an
increase of £4.0 million, or 55 per cent., as compared to net cash flows used in investing activities of
£7.4 million for the six months ended 30 June 2014. This increase was primarily due to an increase in
capital expenditure due to an increase in the number of gyms opened.

In the year ended 31 December 2014, net cash flows used in investing activities was £17.0 million,
consisting primarily of capital expenditures in connection with the opening of new gyms.
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In the year ended 31 December 2013, net cash flows used in investing activities was £39.7 million,
consisting primarily of capital expenditure in connection with the opening of new gyms and the purchase of
a subsidiary in connection with the Phoenix Investment.

In the year ended 31 December 2012, net cash flows used in investing activities was £18.1 million,
consisting primarily of capital expenditure in connection with the opening of new gyms.

Net cash flows used in financing activities

The Gym’s net cash flows used in financing activities consists of the drawdown and repayment of bank
loans and finance leases and the proceeds from the issue of preference shares.

Net cash flows used in financing activities was £2.7 million in the six months ended 30 June 2015, a
decrease of £1.6 million, or 37 per cent., as compared to net cash flows used in financing activities of
£4.2 million for the six months ended 30 June 2014. This decrease was primarily due to the reduced
drawdown of bank loans, partially offset by the repayment of finance leases.

In the year ended 31 December 2014, net cash flows used in financing activities was £9.0 million, consisting
primarily of the drawdown of bank loans, partially offset by the repayment of finance leases.

In the year ended 31 December 2013, net cash flows used in financing activities was £39.2 million, primarily
due to the Group’s increased borrowing in connection with the Phoenix Investment.

In the year ended 31 December 2012, net cash flows used in financing activities was £12.9 million,
consisting primarily of the drawdown of bank loans, the drawdown of shareholder loans and the acquisition
of new finance leases, partially offset by the repayment of finance leases.

Capital expenditures

The table below presents a breakdown of The Gym’s capital expenditure for the years ended 31 December
2012, 2013 and 2014 and the six months ended 30 June 2015:

For the year ended

31 December For the six months

ended 30 June

2012 2013 2014 2015

(£ millions)
Expansionary capital expenditures . ............. ... ..... 229 137 232 12.6
Maintenance capital expenditures. . .. .......... . ... ... .. 03 06 16 0.7
Total capital expenditures . ............................ 232 143 247 133

The most significant element of the Group’s capital expenditure during the period under review has been
the opening of new gyms, having increased its portfolio by 16, 8, 15 and 8 new gyms in the years ended
31 December 2012, 2013 and 2014 and in the six months ended 30 June 2015, respectively. The Group’s
initial site investment for new gyms relates to fit outs of new gyms, funded from the Group’s cash flow,
finance leases, drawdowns from its bank loans and shareholder loans. The initial site investment per new
gym has decreased slightly during the period under review as a result of a redesigned fit out process and
The Gym’s ability to negotiate competitive pricing from its suppliers due to its scale from historic levels of
£1.5 million (for the Mature Gym portfolio as of 31 December 2014) to an average of £1.35 million (for the
New Gym portfolio as of 31 December 2014) (see “—Significant factors affecting the Group’s results of
operations—New gym roll out”).

Maintenance capital expenditure includes costs of replacement and maintenance of property, plant and
equipment. The Group maintains an annual maintenance programme for the fitness equipment, fixtures
and fittings at its gyms. In addition, certain equipment and fixtures are refreshed on a five or seven year
cycle. The Directors expect that each gym will require approximately £0.6 million in maintenance capital
expenditure in each seven year cycle.

In the 2015 financial year, the Directors expect that the initial site investment cost will average
£1.35 million per new gym. In addition, the Directors expect that an additional £3 million to £4 million will
be paid for expansionary capital expenditures during the 2015 financial year relating to investments made
at sites opening between 2014 and 2016. In the 2016 financial year, the Group’s main capital expenditures
are expected to include new gym openings, maintenance of existing gyms and information technology
expenditures.
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External sources of funding and indebtedness

The table below presents the amounts outstanding under the Group’s finance leases and the Group’s net
debt as at the dates indicated:

As at ended 31 December 33 $ at
June

2012 2013 2014 2015

(£000s)
Finance leases

NON-CUITENt . . . .o e e e e e e 4,915 5,675 6,555 6,068
CUITEN . . .ttt e e e e e e e e e 1,933 2,363 3,613 4,039
Net debt . ... e 39,129 104,467 68,290 75,138

Historically, the Group used finance leases as part of its overall funding structure to finance the purchase
of its fitness equipment. Going forward, the Group expects to fund its gym roll out programme, including
the purchase of new fitness equipment, through a combination of its cash flow from operations and its new
financing arrangements discussed further below.

Refinancing

The Group intends to repay all of its outstanding debt, including shareholder loans and finance leases, and
accrued interest thereon, using £10 million of borrowings under the New Term Loan Facility (less fees and
expenses) and the net proceeds of the Offering (the “Refinancing”).

New Facilities

On 6 October 2015 the Group entered into a £40 million facilities agreement with Barclays Bank PLC and
HSBC Bank PLC as mandated lead arrangers, bookrunners and lenders (the “New Facilities Agreement”),
consisting of a £10 million term loan (the “New Term Loan Facility”), a £25 million acquisition/capital
expenditure facility (the “New Capex Facility”’) and a £5 million revolving credit facility (the “New RCF”
and together with the New Term Loan Facility and the New Capex Facility, the “New Facilities”). The New
Facilities are governed by English law and their utilisation is conditional on Admission.

Purpose:  The funds available under the New Term Loan Facility will be used: (i) to pay all fees, costs and
expenses, stamp, registration and other taxes incurred by the Company or any other member of the Group
in connection with the Admission and the entry into the finance documents relating to the New Facilities
(the “Finance Documents”) (other than the periodic fees), and (ii) for refinancing of certain financial
indebtedness of certain of the Company’s subsidiaries. The New Capex Facility will be used to fund: (i) the
Group’s ongoing capital expenditure programme, and (ii) acquisitions permitted under the Finance
Documents and refinancing of indebtedness of acquired entities, and, in each case, all fees, costs and
expenses in connection therewith. The New RCEF is available for general corporate and working capital
purposes of the Group. The New RCF can be utilised by way of loans or ancillary facilities.

Fees:  There is no commitment fee payable in respect of the New Term Loan Facility. A commitment fee
applies to the New Capex Facility at a rate of 35 per cent. per annum of the applicable margin payable on
the unused and uncancelled amount of the New Capex Facility for the availability period applicable to the
New Capex Facility (i.e. the period from the date of Admission to and including the date falling 36 months
after the date of Admission). A commitment fee applies to the New RCF at a rate of 35 per cent. per
annum of the applicable margin, payable on the unused and uncancelled amount of the New RCF for the
availability period applicable to the New RCF (i.e. the period from the date of Admission to and including
the date falling one month prior to the Termination Date (as defined below)). An arrangement fee, which
is in line with customary terms for such facilities, will be paid in respect of the New Facilities and certain
customary fees will also be payable to the facility agent.

Interest Rate: The rate of interest on each loan under the New Facilities will be the percentage rate per
annum which is the aggregate of the applicable: (a) margin and (b) LIBOR or, in relation to any loan in
euro, EURIBOR.

Currency: 'The New Term Loan Facility may be drawn in pounds sterling, and the New Capex Facility and
the New RCF may be drawn in pounds sterling, euro, US dollars and certain other currencies that may be
agreed with the relevant lenders.
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Maturity, voluntary prepayment and voluntary cancellation: The New Facilities mature on the date falling
five years after the date of Admission (the “Termination Date””). Any amounts still outstanding under the
New Facilities at that time will then be due and payable. Subject to certain conditions, all or part of the
utilisations under the New Facilities may be voluntarily prepaid and all or part of the available
commitments under the New Facilities may be cancelled, in each case without penalties. Such voluntary
prepayments are required to be made in a minimum amount of £250,000 in respect of each of the New
Term Loan Facility, the New Capex Facility and the New RCF and such voluntary cancellations are
required to be made in a minimum amount of £250,000 of the relevant facility, in each case, following
giving the agent five business days’ notice of such prepayment or cancellation. No amount of either the
New Term Loan Facility or the New Capex Facility that is prepaid may be re-borrowed; however, amounts
prepaid under the New RCF may be re-borrowed during its availability period (i.e. until and including the
date falling one month prior to the Termination Date).

Mandatory prepayment: In addition to voluntary prepayments, the New Facilities will be required to be
prepaid in full or part in certain other circumstances, including (i) with respect to a lender under the New
Facilities if it becomes unlawful for such a lender to perform its obligations and/or fund its participation in
the New Facilities, and such lender’s participation has not been transferred; (ii) any person or group of
persons acting in concert (other than the Phoenix Advised Funds or Bridges Community Development
Venture Fund II LP (each an “Investor”) or a member of the Company’s group) gains control of the
Company, and, in respect of loans made by a lender, such lender requires prepayment; or (iii) where a
member of the Group receives any disposal proceeds (which are a consideration, in excess of £2,000,000 in
aggregate in any financial year of the Company, for any sale, lease, licence, transfer, loan or other disposal
of any asset, undertaking or business made by that member of the Group, except for certain excluded
disposal proceeds and after deducting certain deductions) or insurance proceeds (which are proceeds, in
excess of £2,000,000 in any financial year of the Company, of any insurance claim under any insurance
maintained by any member of the Group except for certain excluded insurance proceeds and after
deducting certain deductions), in which case such disposal proceeds and insurance proceeds must be
applied towards prepayment and cancellation of the New Facilities in accordance with the relevant
provisions of the New Facilities Agreement.

Security:  The New Facilities are not secured, but have the benefit of guarantees given by the members of
the Group.

Covenants: The New Facilities Agreement contains certain covenants customary for a listed entity
(including a negative pledge which, subject to certain exceptions, prohibits any member of the Group from
granting or permitting to exist security over its assets or entering into arrangements similar to security).
There are also specific restrictions on dividends and other distributions by the Company, except for certain
permitted payments, including, but not limited to: (i) monitoring or advisory fees to the Investors up to a
certain amount or (ii) payment of dividends to shareholders, provided (A) the Adjusted Leverage (as
defined below) is equal to or less than 3.0:1 (and will be immediately following such proposed dividend
being made) and (B) no event of default is continuing or would occur as a result of making such payment.
The New Facilities Agreement restricts the ability of the members of the Group to enter into a transaction
or a series of transactions to acquire any business or company, subject to certain exceptions, including but
not limited to, an acquisition of not less than 50.1 per cent. of the issued share capital (or equivalent
ownership interest) of any entity by a member of the Group (other than the Company), subject to certain
conditions, one of which is that the Adjusted Leverage (as defined below) immediately following the
proposed acquisition does not exceed 3.0:1. The New Facilities Agreement includes a restriction on any
member of the Group entering into a transaction or a series of transactions to dispose of any asset other
than disposals: (i) for customary exceptions or (ii) where the higher of market value or consideration
receivable for disposals (other than any disposal subject to customary exceptions referred to in the
preceding paragraph (i)) does not exceed £2,500,000 in any financial year of the Company. There are also
certain restrictions imposed on the members of the Group, subject to various exceptions, in respect of the
treasury transactions, mergers, debt incurrence, ability to give guarantees or indemnities, ability to be a
creditor in respect of any financial indebtedness or ability to invest in, transfer any assets to or give
guarantees for, joint ventures. The New Facilities Agreement also includes a guarantor coverage covenant
whereby the Company must ensure that EBITDA (as defined in the New Facilities Agreement) and the
aggregate turnover of the guarantors represent not less than 80 per cent. of consolidated EBITDA and
consolidated turnover of the Group when tested by reference to each set of quarterly financial statements
provided pursuant to the New Facilities Agreement.
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Financial covenants: The New Facilities also include a fixed charge cover covenant and adjusted leverage
covenant which must be complied with, being: (i) the ratio of consolidated EBITDAR (which is EBITDA
after adding back rental payments paid or payable by any member of the Group) to net finance charges
payable for the Group (“Fixed Charge Cover”); and (ii) the ratio of total net debt of the Group to
consolidated EBITDA (“Adjusted Leverage”). The specified minimum level for the Fixed Charge Cover
ratio is 1.50:1 and the specified maximum level for the Adjusted Leverage ratio is 3.25:1, each tested first
as of 31 March 2016 and quarterly thereafter by reference to the audited consolidated financial statements
for each financial year and the quarterly management accounts for each financial quarter. The New
Facilities Agreement provides for an equity cure that allows the Company, subject to complying with
certain conditions, to cure a breach of the Adjusted Leverage covenant by decreasing the Group’s
borrowings by the amount of additional funding that the Company receives: (i) by way of cash subscription
by an Investor for equity in the Company; or (ii) pursuant to a subordinated loan note or other
subordinated debt instrument issued by, or pursuant to a subordinated loan from, any Investor to the
Company, in each case subordinated pursuant to the terms of the subordination agreement.

Events of default: 'The New Facilities Agreement contains certain customary events of default (subject in
certain cases to agreed grace periods, thresholds and other qualifications), including breach of the financial
covenants described above and a cross default in respect of indebtedness of the Group (subject to certain
exceptions, one of which stipulates that no event of default will occur where, among other things, the
aggregate amount of the indebtedness of any member of the Group): (i) that has not been paid when due
nor within any originally applicable grace period; (ii) that is declared or otherwise becomes payable prior
to its stated maturity date as a result of an event of default; (iii) any commitment for which is cancelled or
suspended by a creditor of any member of the Group as a result of an event of default; and (iv) that any
creditor of any member of the Group becomes entitled to declare due and payable prior to its stated
maturity date as a result of an event of default, does not exceed £500,000.

The occurrence of an event of default would allow the lenders of the New Facilities to, amongst other
things, accelerate all or part of the outstanding loans and/or cancel the commitments and/or declare all or
part of the loans payable on demand.

Contractual obligations and commitments

Other than its debt obligations described above, the Group’s contractual commitments are principally
related to property lease rentals, representing rent payable by the Group for its gym sites and finance lease
commitments. The following table sets forth the Group’s total contractual obligations and commitments as
at 31 December 2014.

Less than  One to two  Two to five = More than

one year years years five years Total
(£000s)
Operating lease commitments . ............. 7,075 8,690 30,852 115,767 162,384
Finance lease commitments. . .............. 4,644 3,841 3,567 — 12,052
Total . ....... ... .. ... . . ... 11,719 12,531 34,419 115,767 174,436

Off balance sheet arrangements

As at 30 June 2015, the Group had no material off balance sheet arrangements or funding arrangements
that would be classified as a contingent liability under IFRS as at 30 June 2015.

Dividend policy

The Directors intend to adopt a progressive dividend policy whilst maintaining an appropriate level of
dividend cover. This policy is intended to allow the Group to retain sufficient capital to meet both the
working capital needs of the business and to fund the planned continued expansion of the Group in line
with its roll-out strategy. The Board’s current intention is to target an initial payout ratio of approximately
10 per cent. to 20 per cent. of Group Adjusted Net Income. Assuming that there are sufficient distributable
reserves available at the time, the Directors intend that the Company will pay an interim dividend and a
final dividend in respect of each financial year in the approximate proportions of one-third and two-thirds,
respectively, of the total annual dividend.
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The current intention of the Board is that the first dividend to be paid by the Company will be the interim
dividend in respect of the first half of the 2016 financial year, payable in September 2016.

The Company may revise its dividend policy from time to time. There are no guarantees that the Company
will pay dividends or the level of any such dividends.

Qualitative and quantitative disclosures concerning market risk

In the ordinary course of business, The Gym is exposed to a variety of market risks including credit risk,
liquidity risk and interest rate risk. The Gym monitors and manages these risks as part of its overall risk
management and seeks to minimise potential adverse effects on its financial position and performance.
The Gym’s exposures to market risk are discussed in more detail in note 19 of The Gym’s combined
financial information included in the Historical Financial Information. This discussion does not address
other risks to which The Gym is exposed in the ordinary course of business, such as operational risks. See
Part 1: “Risk Factors”.

Credit risk

Credit risk is the risk of financial loss to The Gym if a member or counterparty to a financial instrument
fails to meet its contractual obligations. This risk arises principally in connection with The Gym’s accounts
receivables.

Due to its broad geographic presence and large member base, there are no significant concentrations of
credit risk within The Gym. Moreover, the majority of The Gym’s income is received by monthly direct
debit. In addition, The Gym has appropriate credit policies, verification procedures and authorisation
guidelines in place to ensure the creditworthiness of its counterparties.

With respect to credit risk arising from the other financial assets of The Gym, which comprise cash and
cash equivalents and certain derivative instruments, The Gym’s exposure to credit risk arises from default
of the counterparty, with a maximum exposure equal to the replacement value of these instruments. To
mitigate this risk, The Gym only transacts with reputable financial institutions in respect of its derivative
instruments and cash deposits.

The Gym’s exposures to credit risk are discussed in note 19 of The Gym’s combined financial information
included in the Historical Financial Information.

Liquidity risk

Liquidity risk is the risk that The Gym will not be able to meet its financial obligations as they fall due.
Ultimate responsibility for liquidity risk management rests with the Board. The Group manages liquidity
risk by continuously monitoring forecast and actual cash flows, matching the maturity profiles of financial

assets and operational liabilities and by maintaining adequate cash reserves. On Admission, the Group will
have in place the New RCF to support short and medium term liquidity.

The Gym’s exposures to liquidity risk are discussed in note 19 of The Gym’s combined financial
information included in the Historical Financial Information.

Market risk

Market risk is the risk that future cash flows of a financial instrument will fluctuate because of changes in
market prices. The Gym’s exposure to the risk of changes in market interest rates relates primarily to The
Gym’s long-term debt obligations with floating interest rates.

The Gym’s historical exposures to interest rate risk, as well as the nominal values and net fair values of the
Group’s interest rate swap contracts and collars, are discussed in note 19 of The Gym’s combined financial
statements included in the Historical Financial Information.

Pro forma for the Offer and the Refinancing (see Part 12: “Unaudited Pro Forma Financial Information™),
the Group would have had £8.9 million in bank borrowings outstanding. All of such borrowings will be
under the New Facilities and will bear interest at floating rates. Currently, the Group has no interest rate
hedges relating to any of its indebtedness. The Group’s interest rate risk policy in the future will aim to
manage the interest cost of the Group within the constraints of its financial covenants and business plan. In
the future, The Gym may enter into debt obligations that bear interest at a fixed rate. In addition, the
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Group intends to monitor the interest rate swap market to decide on the appropriateness of hedges and
may enter into hedging transactions to offset interest rate risks.

Critical accounting policies and estimates and forthcoming changes

In the application of its accounting policies, The Gym is required to make judgements, estimates and
assumptions that affect the application of The Gym’s accounting policies and the reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and other factors that The Gym considers to be relevant. Actual results may differ from these
estimates. The Gym’s significant accounting policies are set out in note 2 of The Gym’s combined financial
statements included in the Historical Financial Information and The Gym’s significant accounting
judgements, estimates and assumptions are set out in note 3 of The Gym’s combined financial statements
included in the Historical Financial Information.
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PART 10
CAPITALISATION AND INDEBTEDNESS

Capitalisation and indebtedness
The table below sets out the capitalisation and indebtedness of the Group as at 30 June 2015.

The information has been extracted without material adjustment from the Group’s financial information
included in Part 11: “Historical Financial Information” as at 30 June 2015.

As at 30 June

2015
(£°000s)
Total current debt
Guaranteed . . . .. ... —
Secured . . . 4,039
Unguaranteed/unsecured . . . . . ... e —
4,039
Total non-current debt (excluding current portion of long-term debt)
Guaranteed . . . .. ... —
Secured . ... e 74,040
Unguaranteed/unsecured . . . ... ... . —
74,040
Shareholder’s equity (excluding retained earnings)
Share capital . . ... ... 9
Share premium . . . .. ..o 48,982
OFheT TESETVES . & v v v vt e e e e e e e e e e e e e e e e —
48991
Total capitalisation . . . .. ... ... .. .. . . e 127,070

On 28 August 2015 and 15 September 2015, the Group drew down a further £1.0 million and £5.5 million,
respectively, on its ‘B> Bank Facility.

On 30 October 2015, the Group issued 48,000 of Deferred Shares with a nominal value of £1 each.

Save for the above, there has been no other material change to the Group’s total capitalisation since
30 June 2015.
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The following table sets out the net indebtedness of the Group as at 31 August 2015 which has been
extracted without material adjustment from the unaudited management accounts.

As at 31 August
2015

(£000s)
Cash . .. e 3,113
Cash equivalent . . .. ... ... 756
Trading SECUTITIES . . . o o v vttt e e e e e —
Liquidity . . . . ... e 3,869
Current financial receivables . ... ... .. ... ... ... . . ... . . ... . —
Current bank debt . . . ... ... . . e —
Current portion of non-current debt . . ....... ... ... . . L —
Other current financial debt . ... .. ... ... .. . .. .. . . . . 4,039
Current financial indebtedness . . . .. .......... ... .. . .. . . . ... e 4,039
Net current financial indebtedness . ............ ... ... ... .. ... ... ... ... ... 170
Non-current bank loans . . ... ... ... 46,900
Bonds issued . .. ... e —
Other non-current loans . . . . . . ..ttt 28,853
Non-current financial indebtedness . . . .. ....... ... ... ... .. ... ... ... .. .... 75,753
Net financial indebtedness . .. ... ... ... . .. .. .. .. . .. e 75,923

Other non-current loans includes shareholder loans and obligations under finance leases.

The Group did not have any contingent or indirect indebtedness as at 31 August 2015.
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PART 11
HISTORICAL FINANCIAL INFORMATION

SECTION A—ACCOUNTANT’S REPORT ON THE HISTORICAL FINANCIAL INFORMATION

Ernst & Young LLP Tel: + 44 20 7951 2000
EY 1 More London Place Fax: + 44 20 7951 1345

London ey.com

SE1 2AF

Building a better
working world

The Directors 9 November 2015
The Gym Group plc

Woodbridge House

Woodbridge Meadows

Guildford

Surrey

GU1 1BA

Dear Sirs

We report on the financial information of The Gym Group plc and its subsidiaries (the “Group”) set out in
Section B of Part 11: “Historical Financial Information” for the years ended 31 December 2012, 2013 and
2014 and the six months ended 30 June 2015 (the “Financial Information”). The Financial Information has
been prepared for inclusion in the prospectus dated 9 November 2015 of The Gym Group plc (the
“Company”) on the basis of the accounting policies set out in note 2. This report is required by item 20.1
of Annex I of Commission Regulation (EC) 809/2004 and is given for the purpose of complying with that
item and for no other purpose.

Save for any responsibility arising under Prospectus Rule 5.5.3R (2)(f) to any person as and to the extent
there provided, to the fullest extent permitted by law we do not assume any responsibility and will not
accept any liability to any other person for any loss suffered by any such other person as a result of, arising
out of, or in connection with this report or our statement, required by and given solely for the purposes of
complying with item 23.1 of Annex I to Commission Regulation (EC) 809/2004, consenting to its inclusion
in the prospectus.

We have not audited or reviewed the financial information for the six months ended 30 June 2014 and
accordingly do not express an opinion thereon.

Responsibilities

The Directors of the Company are responsible for preparing the Financial Information in accordance with
the basis of preparation set out in note 2.

It is our responsibility to form an opinion on the Financial Information and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the Financial Information. It also included an assessment of significant
estimates and judgments made by those responsible for the preparation of the financial information and
whether the accounting policies are appropriate to the entity’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Financial Information is free from material misstatement whether caused by fraud or other irregularity or

CITOor.
The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Ernst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London SE1 2AF, the firm’s principal place of business and registered office. Ernst & Young LLP is a multi-

disciplinary practice and is authorised and regulated by the Institute of Chartered Accountants in England and Wales, the Solicitors Regulation Authority and other regulators. Further details
can be found at http://www.ey.com/UK/en/Home/Legal.
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Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in other jurisdictions and accordingly should not be relied upon as if it had been carried out in
accordance with those standards and practices.

Opinion

In our opinion, the Financial Information gives, for the purposes of the prospectus dated 9 November
2015, a true and fair view of the state of affairs of the Group as at the dates stated and of its losses, cash
flows and changes in equity for the periods then ended in accordance with the basis of preparation set out
in note 2.

Declaration

For the purposes of Prospectus Rule 5.5.3R (2)(f) we are responsible for this report as part of the
prospectus and declare that we have taken all reasonable care to ensure that the information contained in
this report is, to the best of our knowledge, in accordance with the facts and contains no omission likely to
affect its import. This declaration is included in the prospectus in compliance with item 1.2 of Annex I of
Commission Regulation (EC) 809/2004.

Yours faithfully

Ernst & Young LLP
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SECTION B—HISTORICAL FINANCIAL INFORMATION

Combined income statement

Six months ended

Year ended 31 December 30 June
Note 2012 2013 2014 2014 2015
(Unaudited)
(£000s)

Revenue . ......... ... .. ... ... ... ... 4 22,264 35,734 45,480 22,045 28,850
Costof Sales. . ..................... (395) (906)  (1,040) (537) (518)
Gross profit . ......... ... ... .. ... ... 21,869 34,828 44,440 21,508 28,332
Administration expenses . ............. (19,948) (35,021) (42,105) (18,296) (27,236)
Operating profit . ... ................ 5 1,921 (193) 2,335 3,212 1,096
Analysed as:
EBITDAW . . . ... ... .. .. ... . 6,000 11,752 14,688 7,852 8,507
Depreciation and amortisation . . . . ... ... 10,11 (3,887) (7,170) (9,700) (4,580) (5,947)
Exceptional items . .................. 5 (192)  (4,775) (2,653) (60) (1,464)
Finance costs . ..................... 8 (3,043) (8,854) (11,797) (6,613) (4,649)
Finance income. .................... 8 4 11 20 9 233
Profit/(loss) before tax. . .............. (1,118)  (9,036) (9,442) (3,392) (3,320)
Income tax credit / (charge)............ 9 (114) (232) 659 569 (688)
Profit/(loss) for period attributable to

equity shareholders . ............... (1,232) (9,268) (8,783) (2,823) (4,008)
Note:

(1) Earnings before interest, tax, depreciation, amortisation and exceptional items is a non-GAAP metric used by management and

is not an IFRS disclosure.

Earnings per share

®
Basic . ... .. 6 (2.21) (16.59) (15.27) (5.06) (6.81)
Diluted .......... .. ... . . .. . . 6 (2.21) (16.59) (15.27) (5.06) (6.81)
Adjusted. . ... ... 25 (1.72) (6.36) (7.74) (3.57) (2.85)
Combined statement of comprehensive income

Profit for theyear. .. ............... ... (1,232)  (9,268) (8,783) (2,823) (4,008)
Other comprehensive income for the year . .. — — — — —
Total comprehensive Income attributable to

equity shareholders . ................. (1,232)  (9,268) (8,783)  (2,823) (4,008)

The notes on pages 107 to 148 form an integral part of the financial information.
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Combined statements of financial position

31 December

30 June
Note 2012 2013 2014 2015
- (£2000s)
ASSETS
Non-current assets
Property, plant and equipment . .. ................. 10 43,161 51,418 67,510 75,975
Intangible assets . ............ . 11 339 52,738 50,870 49,946
Deferred tax asset . ... ....vv i 9 422 — — —
Total non-current assets. . ... .................... 43,922 104,156 118,380 125,921
Current assets
Inventories . ... ...... ..o 12 102 138 75 140
Trade and other receivables . ..................... 13 2,501 3,060 4,282 5,971
Cash and cash equivalents . ...................... 14 3,293 4,091 5,576 2,941
Total current assets . . .. ........................ 5,896 7,289 9,933 9,052
TOTAL ASSETS . .. .. ... . i 49,818 111,445 128,313 134,973
Current liabilities
Borrowings . ...... ... 16 17,357 2,363 3,613 4,039
Trade and other payables .. ...................... 15 11,049 14,125 20,797 26,780
Current taxes payable ........... ... ... ... . ... — — 246 10
Total current liabilities ......................... 28,406 16,488 24,656 30,829
Non-Current liabilities
Borrowings . . ... ... 16 25,065 106,195 70,253 74,040
Deferred tax liabilities . .. ....................... 9 — 1,708 559 1,482
Provisions . . . ...... .. e 17 41 131 223 226
Financial instruments . . . ........................ 18 66 177 1,037 811
Total Non-current liabilities . . ... ................. 25,172 108,211 72,072 76,559
Total liabilities . .............................. 53,578 124,699 96,728 107,388
Net assets . . . ... .. i 3,760) (13,254) 31,585 27,585
EQUITY AND LIABILITIES
Issued capital ......... ... ... ... . .. 49 8 9 9
Share Premium . ............... .. ... ... ... ... 410 550 48,974 48,982
Retained earnings . ............... ... (4,219) (13,812) (17,398) (21,406)
Total equity shareholder’s funds . . ... .............. 3,760) (13,254) 31,585 27,585

The notes on pages 107 to 148 form an integral part of the financial information.
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Combined statement of changes in equity

Issued Share Retained Total
Note capital Premium earnings equity

(£000s)

The Gym Group
At 31 December 2011 . ....... ... ... ... ... ... 49 410 (2,987)  (2,528)
Comprehensive income

Lossfortheyear ....... .. ... ... .. ... .. ... ... ... — (1,232) (1,232)

— (1,232 (1,232

Total comprehensive income . . ... ..................

IR
=
[y
[—)

Balance at 31 December 2012 . . . ... ... .............. 4,219) (3,760)
Comprehensive income

Lossfortheyear ....... ... ... . ... ... . ... — — (9,268)  (9,268)
Total comprehensive income . . ... .................. = — 9,268) (9,268)
Transactions with owners

Issue of ordinary shares .. ........................ 21 8 550 — 558
Effect of restructure on the 13 June 2013 ... .......... 2 (49) (410) (325) (784)
Balance at 31 December 2013 . . . ... ................ 78 550 (13,812) (13,254)

Comprehensive income

Lossfortheyear ......... ... ... .. ... .. .. .. — (8,783)  (8,783)

(8,783)  (8,783)

Total comprehensive income . . ... ..................

Transactions with owners

Waiver of preference share interest . . ................ — 5,197 5,197

Issue of ordinary shares .. ........ ... ... ... ... ... ... 21 1 29 — 30
Preference share reclassification . ................... 21 = 48,395 — 48,395
Balance at 31 December 2014 . . . . ... ............... 9 48,974 (17,398) 31,585
Comprehensive income

Loss for the period .......... ... .. ... ... ... . ... — — (4,008)  (4,008)
Total comprehensive income . . ... .................. — — (4,008)  (4,008)
Transactions with owners . ........................

Issue of ordinary shares . ......................... 21 — 8 — 8
Balance at 30 June 2015 ... ....... ... .. .. .. .. ..., 9 48,982  (21,406) 27,585

The notes on pages 107 to 148 form an integral part of the financial information.
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Combined cash flow statement

Note

Cash flows from operating activities

Operating (loss) / profit. . ..............
Adjustment for:

Depreciation. . ...................... 5,10
Amortisation . ............. .. .. ..... 5,11
Profit/(loss) on disposals . ..............

Adjusted operating profit before changes in
working capital .. ..................
(Increase)/decrease in inventories. . . ... ...
Increase in trade and other receivables. . . . .
Increase in trade and other payables . .. ...
Effect of restructure on the 13 June 2013 . .. 2

Cash generated from operations .........
Taxpaid . ..... ... i
Interest paid . .. ......... ... ... . ...

Net cash flows from operating activities . . . .

Cash flows from investing activities
Proceeds from disposals of property, plant

and equipment ....................
Purchase of property, plant and equipment . .
Purchase of intangible assets . ........... 11
Purchase of subsidiary . . . .............. 23

Net cash flows used in investing activities . .

Cash flows from financing activities

Proceeds of issue of ordinary shares. ... ...
Cost of raising finance ................
Drawdown of bank loans . . . ............
Repayment of bank loans . .............
Repayment of finance leases ............
Drawdown of shareholder loans/loan notes . .
Repayment of shareholder loans . ........
Proceeds of issue of preference shares . . . ..

Net cash flows used in financing activities . .

Net increase/(decrease) in cash and cash
equivalents . ........... ... ... ...,
Cash and cash equivalents at 1 January . . ..

Cash and cash equivalents at end period . . .

6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)
1,921 (193) 2,335 3,212 1,096
3,805 5,979 7,600 3,598 4,878
82 1,191 2,100 982 1,069
— (10) 39 — 19
5808 6,967 12,074 7,792 7,062
(54) (36) 65 28 (66)
(457)  (558) (1,223) (2,751)  (1,485)
4,441 4,144 4,526 3,271 5,566
—  (784) — — —
9738 9733 15,442 8,340 11,077
— — (244) — —
(1,814)  (8,425) (5,726)  (1,202)  (4,966)
7,924 1,308 9,472 7,138 6,111
— 30 1,036 — —
(17,926) (11,428) (17,785)  (7,376)  (11,273)
(212)  (148)  (231) — (145)
—  (28,160) — — —
(18,138) (39,706) (16,980) (7,376) (11,418)
— 306 30 — 8
—  (2,462) — — —
9263 31,000 11,580 5,500 1,000
—  (15424) — — —
(1,425)  (2,000) (2,617) (1,272)  (1,936)
5,050 11,562 — — 3,600
—  (17,400) — — —
— 33614 — — —
12,888 39,196 8,993 4,228 2,672
2,674 798 1,485 3,990 (2,635)
619 3,293 4,091 4,091 5,576
3293 4,091 5,576 8,081 2,941

The notes on pages 107 to 148 form an integral part of the financial information.
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Notes to the combined financial information

1. General information

The Gym Group plc (formerly The Gym Group Holdings Limited) (“Company”’) was incorporated in the
United Kingdom on 14 May 2013 with company number 08528493. The registered address of the Company
is the Woodbridge House, Woodbridge Mews, Guildford Surrey, United Kingdom, GU11BA. On 15 May
2013 The Gym Group Midcol Limited, The Gym Group Midco2 Limited and The Gym Group Operations
Limited (formerly The Gym Group Limited) were incorporated as direct or indirect wholly owned
subsidiary undertakings of the Company. On 13 June 2013, The Gym Group plc acquired The Gym
Limited which is engaged in the provision of low cost high quality health and fitness facilities. The
Company’s subsidiaries listed in note 22, which together with the Company form The Gym Group plc
group (“Group”).

2. Summary of significant accounting policies

A summary of the significant accounting policies is set out below; these have been applied consistently in
the financial information.

Basis of preparation

The combined financial information has been prepared on a going concern basis under the historical cost
convention except for derivative financial liabilities that are measured at fair value. The combined financial
information is presented in pounds sterling and all values are rounded to the nearest thousand pounds,
except where otherwise indicated.

As noted above on 13 June 2013, The Gym Group plc acquired control of The Gym Limited. This business
combination is discussed in further detail in note 23. As a result of the acquisition, the structure of the
group carrying out the Group’s business has not been the same throughout the entire period covered by
the financial information.

Prior to 13 June 2013, the Group did not constitute a separate legal group, with The Gym Limited existing
as a stand-alone entity. As a result, prior to this date, combined financial information has been prepared
on a basis that combines the results, cash flows, assets and liabilities of each of the companies constituting
the Group through aggregation of the assets, liabilities, revenues, expenses and cash flows of each entity
included in the combined financial information. The Group comprised the following entities as at the end
of the period for each year / period presented:

31 December 2012 31 December 2013 31 December 2014 30 June 2015

The Gym Limited The Gym Group plc The Gym Group plc The Gym Group plc
The Gym Group Midco 1 The Gym Group Midco 1 The Gym Group Midco 1
Limited Limited Limited
The Gym Group Midco 2 The Gym Group Midco 2 The Gym Group Midco 2
Limited Limited Limited
The Gym Group The Gym Group The Gym Group
Operations Limited Operations Limited Operations Limited
The Gym Limited The Gym Limited The Gym Limited

As a result, the historical financial information has been prepared on the basis as described below.

Accounting period ended 31 December 2012 (the ‘Initial Period’)

The statement of comprehensive income and statement of cash flows for the year ended 31 December 2012
have been prepared on a basis of the individual results and cash flows of The Gym Limited from 1 January
2012 to 31 December 2012. The statement of financial position as at 31 December 2012 represents the
individual statement of financial position of The Gym Limited at that date.

Accounting period ended 31 December 2013 (the ‘Combined Period”)

The statement of comprehensive income and statement of cash flows for the year ended 31 December 2013
have been prepared on a basis of aggregating the results and cash flows of The Gym Group plc, The Gym
Group Midco 1 Limited, The Gym Group Midco 2 Limited and The Gym Group Operations Limited from

107



Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Basis of preparation (Continued)

their respective dates of incorporation to 13 June 2013, with the results and cash flows of The Gym Limited
from 1 January 2013 to 13 June 2013, and then the consolidated results and cash flows of the Group from
13 June 2013 to 31 December 2013 prepared in accordance with IFRS 10 Consolidated Financial
Statements (IFRS 10). The balance sheet as at 31 December 2013 represents the consolidated statement of
financial position of the Group by applying the principles underlying the consolidation procedures of
IFRS 10. Internal transactions within the Group have been eliminated on combination.

The group has applied IFRS 3 Business Combinations (IFRS 3) on the acquisition of The Gym Limited on
13 June 2013 as detailed in note 23. The Combined Statement of changes in equity and Combined cash
flow statement include an adjustment ‘Effect of restructure on the 13 June 2013’ in respect of the
elimination of the pre-acquisition net assets of The Gym Limited that is required under IFRS 3 Business
Combinations but which had been omitted as a result of the departure from IFRS in not excluding
pre-acquisition results in the income statement.

The combined financial information has been prepared in accordance with the requirements of
Commission Regulation (EC) 809/2004 and the UK Listing Rules and in accordance with this basis of
preparation. This basis of preparation describes how the financial information has been prepared in
accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union
(EU) except as described below. References to “IFRS” hereafter should be construed as references to
IFRS as adopted by the EU.

Departures from IFRS

IFRS does not provide for the preparation of combined financial information, and accordingly in
preparing the combined financial information certain accounting conventions commonly used for the
preparation of historical financial information for inclusion in investment circulars as described in the
Annexure to SIR 2000 (Investment Reporting Standard applicable to public reporting engagements on
historical financial information) issued by the UK Auditing Practices Board have been applied. The
application of these conventions results in the following material departures from IFRS. In other respects
IFRS has been applied.

e The combined financial information does not constitute a set of general purpose financial statements
under paragraph 2 of IAS 1 and consequently the Group does not make an explicit and unreserved
statement of compliance with IFRS as contemplated by paragraph 16 of IAS 1.

* As explained above, the historical information is not prepared for all periods presented on a
consolidated basis and therefore does not comply with the requirements of IFRS 10.

Transition to IFRS

This the Group’s first financial information prepared in accordance with this basis of preparation. The
Group’s deemed transition date to IFRS is 1 January 2012, the beginning of the first period presented, and
the requirements of IFRS 1 have been applied as of that date. IFRS 1 allows certain exemptions in the
application of particular IFRS to prior periods in order to assist companies with the transition process. The
exemptions applied are detailed in note 24.

Standards issued not yet effective

At the date of authorisation of this financial information, the following new standards and interpretations
which have not been applied in this financial information were in issue but not yet effective (and in some
cases, had not yet been adopted by the EU):

e IAS 16 and IAS 38 amendments—Clarification of Acceptable Methods of Depreciation and
Amortisation (effective 1 January 2016)

e IFRS 11 amendments—Accounting for Acquisitions of Interests in Joint Operations (effective
1 January 2016)
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)

Standards issued not yet effective (Continued)

e IAS 16 and IAS 41 amendments—Agriculture: Bearer Plants (effective 1 January 2016)

e IAS 27 amendments—Equity Method in Separate Financial Statements (effective 1 January 2016)

e JFRS 10 and IAS 28 amendments—Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (effective I January 2016)

e IAS 1 amendments—Disclosure Initiative (effective I January 2016)

e  Annual Improvements 2012-2014 Cycle (effective 1 January 2016)

* IFRS 15—Revenue from Contracts with Customers (effective 1 January 2018)
e IFRS 9 Financial Instruments (effective 1 January 2018)

The adoption of these Standards and Interpretations is not expected to have a material impact on the
financial information of the Group in the period of initial application when the relevant standards come
into effect.

Going Concern

The Directors have made appropriate enquiries and formed a judgement at the time of approving the
financial information that there is a reasonable expectation that the Group has adequate resources to
continue in operational existence for the foreseeable future. For this reason the Directors continue to
adopt the going concern basis in preparing the financial information.

Consolidation

Subsidiaries

A subsidiary is an entity controlled, either directly or indirectly, by the company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee. Specifically, the Group controls an
investee if and only if the Group has:

* power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee);

e exposure, or rights, to variable returns from its involvement with the investee; and
* the ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

e the contractual arrangement with the other vote holders of the investee;
e rights arising from other contractual arrangements; and
e the Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary.
Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included
in the statement of comprehensive income from the date the Group gains control until the date the Group
ceases to control the subsidiary.

When necessary, adjustments are made to the financial information of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between members of the Group are
eliminated in full on consolidation.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Consolidation (Continued)

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to
govern the financial and operating policies generally accompanying a shareholding of more than one half
of the voting rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are de-consolidated from
the date that control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by the Group.
The cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair value of the group’s share of the identifiable net
assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets
of the subsidiary acquired, the difference is recognised directly in the income statement.

Segment

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker, who is responsible for allocating resources
and assessing performance of the operating segment, has been identified as the Board of Directors. The
Group’s activities consist solely of the provision of high quality health and fitness facilities within the
United Kingdom. It is managed as one entity and management have consequently determined that there is
only one operating segment.

Segment results are measured using earnings before interest, tax, depreciation, amortisation and
exceptional EBITDA. Segment assets are measured at cost less any recognised impairment. Revenue is
attributed to geographical regions based on the country of residence of the customer. All revenue arises in
and all non-current assets are located in the United Kingdom. The accounting policies used for segment
reporting reflects those used for the Group.

Revenue

Revenue, which is stated excluding Value Added Tax and other sales related taxes, is measured at the fair
value of the consideration receivable for goods and services supplied and non-refundable joining fees.

Revenue from upfront annual membership fees are recognised and spread over the 12-month period.
Monthly membership fees paid upfront are recognised on completion of each month the fee relates to.

Non-refundable joining fees associated with monthly members are recognised immediately as revenue.
Provisions are made for cancellations and refunds based on the Groups experience over the previous
12 months

Revenue from the sale of goods is recognised at the point of sales as this reflects the transfer of risks and
rewards of ownership.

Interest income

Interest income is the interest earned on cash held in bank accounts and is recognised in the accounts on
an accruals basis.

Cost of sales

Cost of sales comprise costs arising in connection with the generation of ancillary revenue, primarily
vending machine costs and tanning bed costs, call centre costs, payment processing costs and costs arising
from the operation of the Group’s member management systems.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Revenue (Continued)
Exceptional items

Items that are material in size, unusual or infrequent in nature are included within operating profit and
disclosed separately as exceptional items in the combined and consolidated income statement.

The separate reporting of exceptional items, which are presented as exceptional within the relevant
category in the combined and consolidated income statement, helps provide an indication of the Group’s
underlying business performance.

Foreign currency

Functional and presentation currency

Items included in the financial information are measured using the currency of the primary economic
environment in which the company operates (‘the functional currency’). The financial information is
presented in Sterling, which is the functional currency of all companies in the Group.

Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency by applying the spot
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date. All
differences are taken to the income statement.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value was determined.

Property, plant and equipment

Property, plant and equipment are included at cost less accumulated depreciation and any recognised
impairment loss.

Depreciation is calculated to write down the cost of the assets on a straight-line over the estimated useful
lives on the following bases:

e Leasehold improvements . .. ............. ... straight line over term of lease
e Fixtures, fittings and equipment . . . ......... ... ... ..... 6 years

e Gymandotherequipment............................. 6 years

e Computer equipment . ................ ... 33% per annum straight line

The estimated useful lives are reviewed at the end of each reporting period and adjusted if appropriate.
The carrying values of tangible fixed assets are reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable.

Intangible assets
Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the
net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions of
subsidiaries is included in ‘intangible assets’. Goodwill is tested annually for impairment and carried at cost
less accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains and losses on
the disposal of an entity include the carrying amount of goodwill relating to the entity sold.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Intangible assets (Continued)

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of cash-generating units that are expected to benefit from
the business combination in which the goodwill arose identified according to operating segment.

Brands and customers lists

Brands and customers lists are shown at historical cost. Brands and customers lists have finite useful lives
and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line
method to allocate the cost of Brands and customers lists over their estimated useful lives of 5 and 3 years
respectively.

Contract related

Contract related intangibles relate to the lease premium associated with a portfolio of leases acquired in a
business combination where the terms of the lease where favourable compared to market terms and prices.
These assets have been amortised over the useful lives of the individual contracts ranging from 14.5 to
27 years respectively.

Technology related

Technology related intangible assets are the intellectual property rights represented by the development
costs associated with the development of the bespoke Membership and Customer related management
(CRM) systems that provide highly tailored functionality and integrates closely with website and on line
payment systems. This asset is amortised over its useful economic life of 3 years.

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring
to use the specific software.

Certain costs incurred in connection with the development of software to be used internally or for
providing services to customers are capitalised once a project has progressed beyond a conceptual,
preliminary stage to that of application development. Development costs that are directly attributable to
the design and testing of identifiable and unique software products controlled by the Group are recognised
as intangible assets when the following criteria are met:

e it is technically feasible to complete the software product so that it will be available for use;

* management intends to complete the software product and use or sell it;

e there is an ability to use or sell the software product;

e it can be demonstrated how the software product will generate probable future economic benefits;

e adequate technical, financial and other resources to complete the development and to use or sell the
software product are available; and

* the expenditure attributable to the software product during its development can be reliably measured.

Costs that qualify for capitalisation include both internal and external costs, but are limited to those that
are directly related to the specific project. Computer software costs are included at capitalised costs less
accumulated amortisation and any recognised impairment loss.

Amortisation is calculated to write down the cost of the asset on a straight line basis over their estimated
useful lives, over a maximum of 3 years. Useful lives are reviewed at the end of each reporting period and
adjusted if appropriate.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Intangible assets (Continued)
Impairment of non-financial assets

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be
impaired. Assets that are subject to amortisation are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. Where the asset
does not generate cash flows that are independent from other assets, the Company estimates the
recoverable amount of the cash-generating unit (“CGU”) to which the asset belongs. For tangibles and
intangibles the allocation is made to those CGU units that are expected to benefit from the asset, that
being each trading health and fitness facility. For goodwill, the CGU is deemed to be each chain of health
and fitness facilities acquired.

Any impairment charge is recognised in the income statement in the period in which it occurs. Impairment
losses relating to goodwill cannot be reversed in future periods. Where an impairment loss on other assets,
subsequently reverses due to a change in the original estimate, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount.

Financial Instruments
Financial Assets

The Group classifies its financial assets as loans and receivables. Loans and receivables are non-derivative
financial assets with fixed or determinable payments that are not quoted in an active market. They are
included in current assets, except for maturities greater than 12 months after the end of the reporting date.
These are classified as non-current assets. The Company’s loans and receivables comprise ‘trade and other
receivables’ and cash and cash equivalents in the balance sheet. Subsequent to initial recognition, these
assets are carried at amortised cost using the effective interest method. Income from these financial assets
is calculated on an effective yield basis and is recognised in the income statement.

Financial liabilities

The company initially recognises its financial liabilities at fair value net of transaction cost where
applicable and subsequently they are measured at amortised cost using the effective interest method.
Transaction cost are amortised using the effective interest rate method over the maturity of the loan.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are substantially
ready for their intended use or sale.

Investment income earned on temporary investments of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs of eligible for capitalisation.

All other borrowing costs are recognised in the income statement in the period in which they are incurred.

Derivative financial instruments

The Group’s activities expose it to financial risks associated with movements interest rates. The Group
uses interest rate swap contracts to hedge its interest rate exposure. The use of financial derivatives is
governed by the Group’s treasury policies, as approved by the Board. The Group does not use derivative
financial instruments for speculative purposes.

All derivative financial instruments are initially measured at fair value on the contract date and are also
measured at fair value at subsequent reporting dates.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Borrowing costs (Continued)
Pensions

The Group operate a defined contribution scheme and pays contributions to publicly or privately
administered pension plans. The Group has no further payment obligations once the contributions have
been paid. The contributions are recognised as employee benefit expense when they are due.

Leases

Finance leases

Assets funded through finance leases are capitalised as property, plant and equipment, and are depreciated
over their estimated useful lives or the lease term, whichever is shorter. The amount capitalised is the
lower of the fair value of the asset or the present value of the minimum lease payments during the lease
term at the inception of the lease. The resulting lease obligations are included in liabilities net of finance
charges. Finance costs on finance leases are charged directly to the statement of comprehensive income on
an effective interest rate basis.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessor) are charged to the income statement on a straight-line basis over the period of the lease.
Lease incentives

Lease incentives primarily include up-front cash payments or rent-free periods. Lease incentives are
capitalised and spread over the period of the lease term

Inventories

Inventories are valued at the lower of cost and net realisable value.

Trade and other receivables

Trade and other receivables consist mainly of prepayments and receivables relating to the property leases.

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank, short-term deposits held at call with
banks and other short-term highly liquid investments with original maturities of three months or less.
Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within
one period or less (or in the normal operating cycle of the business if longer). If not, they are presented as
non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.
Current taxation

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted by the balance sheet date.

Income tax relating to items recognised in comprehensive income or directly in equity is recognised in
comprehensive income or equity and not in the income statement.
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Notes to the combined financial information (Continued)

2. Summary of significant accounting policies (Continued)
Deferred taxation

Deferred income tax is provided using the liability method on all temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes, with the following exceptions:

* where the temporary difference arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss;

* in respect of taxable temporary differences associated with investments in subsidiaries, where the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future; and

e deferred income tax assets are recognised only to the extent that it is probable that taxable profit will
be available against which deductible temporary differences, carried forward tax credits or tax losses
can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred income tax asset to be utilised.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities. Deferred income tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset is realised or the liability is settled, based on
tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a
past event; it is probable that an outflow of resources will be required to settle the obligation; and a
reliable estimate can be made of the amount of the obligation.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
risks specific to the obligation. The increase in the provision due to the passage of time is recognised as
interest expense.

3. Significant accounting judgements, estimates and assumptions

The preparation of the financial information in accordance with IFRS requires estimates and assumptions
to be made that affect the value at which certain assets and liabilities are held at the balance sheet date and
also the amounts of revenue and expenditure recorded in the period. The Directors believe the accounting
policies chosen are appropriate to the circumstances and that the estimates, judgements and assumptions
involved in its financial reporting are reasonable.

Accounting estimates made by the Group’s management are based on information available to
management at the time each estimate is made. Accordingly, actual outcomes may differ materially from
current expectations under different assumptions and conditions. The estimates and assumptions for which
there is a significant risk of a material adjustment to the financial information within the next financial year
are set out below.

Critical judgements in applying the entity’s accounting policies

Depreciation and amortisation

Judgement is used in assessing useful lives and residual values of Leasehold improvements, Office
equipment and fixtures and fittings. The assets are depreciated or amortised over their estimated useful
lives to their residual values.
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3. Significant accounting judgements, estimates and assumptions (Continued)
Goodwill impairment

The Group is required to test, on an annual basis, whether goodwill has suffered any impairment based on
the recoverable amount of its cash-generating units (‘CGUs’). The recoverable amount is determined
based on value in use calculations. The use of this method requires the estimation of future cash flows and
the determination of a pre-tax discount rate in order to calculate the present value of the cash flows. More
information including carrying values is included in note 11.

Provisions

Provisions have been made for dilapidations. These provisions are estimates, in particular the assumptions
relating to restorations expenses, and the actual costs and timing of future cash flows are dependent on
future events. Any difference between expectations and the actual future liability will be accounted for in
the period when such determination is made. Further management have determined that in the majority of
cases that likelihood of a liability arising is remote in the majority of instances as the Group enjoy security
of tenure as tenant and therefore are unlikely to give up a site where it is trading profitably. However, if
circumstances indicate otherwise the Group will recognise an appropriate provision. Details of provisions
are set out in note 17.

Income taxes

The Group recognises expected liabilities for tax based on an estimation of the likely taxes due, which
requires significant judgement as to the ultimate tax determination of certain items. Where the actual
liability arising from these issues differs from these estimates, such differences will have an impact on
income tax and deferred tax provisions in the period when such determination is made. Detail of the tax
charge and deferred tax are set out in note 9.

Determining carry values of Intangibles identified in business combinations

Valuation of separable intangible assets identified on new business combination during the period require
requires management to make assumptions and estimates regarding the expected future cash generation or
replacement cost of the intangibles identified for which management employed the use of external
valuation services to facilitate this exercise. Details of the intangible assets identified are set out in note 11.
Lease classification

The group are required to assess whether operating leases to which the group are party, have the
characteristics of finance leases in which case they are capitalised within property, plant and equipment
and a lease liability recorded. In order to do this management have to consider a number of indicators, a
number of which require management to make estimates as to the following:

e Useful expected economic life
* Implicit interest rate under the lease

e Present value of future cash flow under lease
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4. Revenue

Analysis of revenue by service or product is as follows:

6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)
Membership income. . . ........ ... .. ... 21,914 35,284 44,993 21,796 28,550
Vending income . . . ... ... oo 285 390 416 215 273
Tanning bed income . . . ....... ... ... .. ... 65 60 71 34 27

22264 35,734 45480 22,045 28,850

5. Operating profit

6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)
Employee benefit expense . . .. ....... ... .. .. .. ... 2,803 4,212 5,480 2,580 3,949
Depreciation of property, plant and equipment ......... 3,805 5,979 7,600 3,598 4,878
Amortisation of intangible assets (included in
administration eXpenses) . . ... ... ..., 82 1,191 2,100 982 1,069
Operating lease rentals . . .. ... ... ... .. ... ...... 4315 6,150 7,781 3,598 5,257
Auditor’s remuneration . . . . ... ... 43 41 68 19 52
(Profit)/Loss on disposal of property, plant and equipment . — (10) 39 — 19
Exceptional items
Transaction fees relating to the acquisition of the Gym
GIOUP .« vttt e 89 4,552 — — —
Costs in connection with potential listing . .. ........... — — — — 727
Costs in relation to aborted merger with Pure Gym . ... .. — — 1,950 60 48
Other aborted acquisition costs . .. .................. — 155 — — 689
Costs incurred in relation to relocation of a gym ........ 103 68 703 — —
192 4,775 2,653 60 1,464
Auditors’ remuneration
Audit services) . ... 26 35 43 — 32
Other SeIVICeS . . . v v v it e e e e e e 17 6 25 19 20
43 41 68 19 52

(1) Ernst & Young LLP were appointed the Group’s Auditors on 28" July 2015
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6. Earnings per share

The basic earnings per share is calculated by dividing the profit attributable to ordinary equity holder of
the parent by the weighted average number of ordinary shares outstanding during the year. The following
reflects the income and share data used in the basic earnings per share calculation

Year ended 31 December 6 months ended 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)

Loss fortheyear....................... (1,232) (9,268) (8,783) (2,823) (4,008)
Number Number Number Number Number

Basic weighted average number of shares). ... 558561 558,561 575,292 558,561 588,561
£ £ £ £ £
Basic earnings per share ................. (2.21)  (16.59)  (15.27) (5.00) (6.81)

Note:

(1) The weighted average number of shares used for 2012 and 2013 has been based on the assumption that the changes in capital
structure in June 2013 had been in place from the 1 Jan 2012.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. During the period under review
the group had no convertible financial instruments.

7. Employee costs

6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)
Employee costs during the year amounted to:

Wages and salaries . .......... ... ... ... ... 2,536 3,809 4,942 2,328 3,563
Social security costS. . .. ... 249 384 503 239 361
Pension .......... . ... ... 18 19 35 13 25

2,803 4,212 5,480 2,580 3,949

The average number of employees (including the executive directors) during the year were:

Number
Operations . . ...... ... 62 92 109 101 128
AdmINIStration . . . . .ottt e e LO ﬂ ﬂ 28 52

72106 139 129 180
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8. Finance costs and finance income

Finance costs

Shareholder loans . ... ......... ... ... . ... ......
Bank loans and overdrafts . .. ....................

Preferences share

Finance lease interest . .. .......................

Amortisation of finance fees

Fair value losses on interest rate derivatives . .........

Unwinding of discount

Finance income
Bank interest receivable
Fair value gains on interest rate derivatives

9. Income tax expense

The major components of income tax are:

(a) Tax on profit

Tax charged in the income Statement
Current income tax

Current tax on profits for the year
Adjustments in respect of prior years

Total current income tax

Deferred tax
Origination and reversal of temporary differences

Change intaxrate . ...........................

Adjustments in respect of prior years
Total deferred tax

Tax (credit) / charge in the income Statement . .. ... ..
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6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)

1,140 1,555 1,899 941 1,035
687 2,775 4,937 2,239 2,523
— 2,664 2,533 2,533 —
739 1,019 1,073 557 614
411 729 492 342 474
66 111 860 — —
— 1 3 1 3
3,043 8854 11,797 6,613 4,649
4 11 20 9 7

- — — — 226

4 11 20 9 233

Year ended 6 months ended
31 December 30 June
% 2013 2014 2014 2015
(Unaudited)
(£°000s)

— — 246 —  (236)

- = 24 — —
— = 4% — (236
... 76 510 (584) (41) 924
.. 38 (272 — — —
— (6)  (565)  (528) —

M 232 (1,149) (569) 924
114 232 (659) (569) 688




Notes to the combined financial information (Continued)

9. Income tax expense (Continued)
(b) Reconciliation of income tax credit | charge

The tax on the company’s profit before tax differs from the theoretical amount that would arise using the
weighted average rate applicable to profits of the company as follows:

6 months ended

Year ended 31 December 30 June
2012 2013 2014 2014 2015
(Unaudited)
(£000s)
(Loss) / profit before income tax . ................ (1,118) (9,036) (9,442)  (3,392)  (3,320)
Weighted average tax rate . . . ..................... 2450 2285 21.49 21.49 20.50
At the weighted average income tax rate. ... ........ (274) (2,065) (2,029) (729) (681)
Change inrate ...........c..ouiuuiinnieenneon.. 37 (272) — — —
Expenses not deductible for tax purposes and excluded
IMCOME . ottt et e e e e e e e e e 351 2,101 1,691 424 1,025

Unrecognised losses. . .. ..., — 474 — 264 344
Adjustments in respect of prior years . ............. — (6) (321) (528) —

114 232 (659) (569) 688

(¢) Deferred tax

During the year the Company recognised the following deferred tax assets and liabilities:

Accelerated
capital
allowances Losses  Intangibles  Other Total
(£°000s)

1January 2012 . ... ... 1,074 (1,516) — (103)  (545)
Chargeinyear .............. . ... ... ... 424 (307) — (32) 85
Change in deferred taxrate . . ................... (112) 140 — 10 38
31 December 2012 . . . ... ......... .. ... 1,386 (1,683) — (125) (422)
Prior year adjustment . .............. ... ....... 177 (213) — 30 (6)
ACqUISILIONS .« . ¢ vttt e — — 1,898 — 1,898
Charge inyear .............couuuneiunnnnn .. 414 315 (248) 29 510
Change in deferred taxrate . .. .................. (264) 198 (215) 9 (272)
31 December 2013 . . . ... ... 1,713 (1,383) 1,435 (57) 1,708
Prior year adjustment . .............. .. ... ..... (526) (39) — —  (565)
Charge inyear ............c.oiiiiiiieeinnn.. 581 (829) (393) 57 (584)
31 December 2014 . . . . ... ... ... ... 1,768 (2,251) 1,042 — 559
Charge inyear ................ i, (498) (23) (198) —  (719)
Losses utilized during year. . . ................... — 1,642 — — 1,642
30 June 2015 . ... ... 1,270 (632) 844 — 1,482

(d) Unrecognised tax losses

The Group has tax losses of £1.7 million (2014: £nil, 2013: £2.1 million, 2012: £nil) that are available
indefinitely for offset against future taxable profits of the companies in which the losses arose. Deferred
tax assets have not been recognized in respect of these losses as they may not be used to offset taxable
profits elsewhere in the Group and they have arisen in subsidiaries that have been loss making for some
time.
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9. Income tax expense (Continued)
(e) Change in tax rate

The Finance Act 2012 reduced the main rate of corporation tax from 24% to 23% from 1 April 2013. The
Finance Act 2013 includes a reduction to 21% from 1 April 2014 and to 20% with effect from 1 April 2015.
Further future rate reductions have been announced as part of the 2015 Budget to 19% from 1 April 2017
and 18% from 1 April 2020. Therefore the rate of 20.50% (2014: 21.49%, 2013: 23.0%, 2012: 24.5%) has
been reflected in the combined financial information and deferred tax assets and liabilities have been
measured at the rate expected to be in effect when the deferred tax asset or liability reverses. Deferred tax
has been provided at the rate of 20% as at 30 June 2015 (2014: 20%, 2013: 20%, 2012: 23%).

10. Property, plant and equipment

Fixtures, Gym and
Leasehold fittings and other Computer
improvements equipment  equipment Equipment Total
(£000s)
Cost:
At 1 January 2012. . .................. 18,029 1,040 8,149 164 27,382
Additions . ...... ... 14,751 1,225 7,127 108 23,211
Disposals . ......... ... ... ... ... — — — — —
At 31 December 2012 . ................ 32,780 2,265 15,276 272 50,593
Additions . ....... ... 9,080 818 4,264 95 14,257
Disposals . .......... . ... ... (19) — (280) (@ (301)
At 31 December 2013 ... .............. 41,841 3,083 19,260 365 64,549
Additions . . ...... ... 15,978 1,054 7,526 178 24,736
Disposals . ......... ... ... . ... .. ... (1,067) (104) (1,129) @) (2,310)
At 31 December 2014 . ................ 56,752 4,033 25,657 533 86,975
Additions . ...... ... 8,361 668 4,117 195 13,341
Disposal . ........... .. ... .. ... (31) — — — (31)
At30 June 2015 . ........ ... . ... ..., 65,082 4,701 29,774 728 100,285
Accumulated depreciation:
At 1 January 2012. . .................. 1,090 203 2,260 74 3,627
Charge . . ... oo 1,186 320 2,236 63 3,805
At 31 December 2012 ... .............. 2,276 523 4,496 137 7,432
Charge . . ... .. 1,961 524 3,411 83 5,979
Disposals ........... .. ... . ... ... — — (280) — (280)
At 31 December 2013 ... .............. 4,237 1,047 7,627 220 13,131
Charge . ... 2,602 672 4,225 101 7,600
Disposals ........... .. ... . ... ... (233) (47) (980) _(6) (1,266)
At 31 December 2014 ... .............. 6,606 1,672 10,872 315 19,465
Charge . . ... .o 2,842 304 1,654 78 4,878
Disposals . .......... ... ... — (33) — — (33)
At 30 June 2015 ... ..... ... .. .. .. .... 9,448 1,943 12,526 393 24,310
Net book value:
31 December 2012. . .. ................ 30,504 1,742 10,780 135 43,161
31 December 2013 . . .. ................ 37,604 2,036 11,633 145 51,418
31 December 2014 . . . . . ............... 50,146 2,361 14,785 218 67,510
30 June 2015 . .. ... ... ... 55,634 2,758 17,248 335 75,975

The net book value of tangible fixed assets includes an amount of £11,049K (2014: £9,995K; 2013: £8,484K;
2012: £7,642K) in respect of assets held under finance leases. The related depreciation charge on these
assets for the period was £821K (2014: £2,964K; 2013: £2,691K, 2012:£1,755K).
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11. Intangible assets

Customer Computer
Goodwill Brand list Technology Contract Software  Total
(£000s)
At 1 January 2012 . .................. — — — — — 283 283
Additions . ....... ... ... .. . ... — — — — — 212 212
At 31 December 2012 . . ... ............ — — — — — 495 495
Additions . .......... ... . 45,188 2,219 3,550 776 1,709 148 53,590
At 31 December 2013 . . ... ............ 45,188 2,219 3,550 776 1,709 643 54,085
Additions .. ... .. . — — — — — 237 237
Disposals. .. ........oo L. - — — — — 5) 5)
At 31 December 2014 . . . ... ........... 45,188 2,219 3,550 776 1,709 875 54,317
Additions . ....... ... ... .. .. ... — — — — — 145 145
At30 June 2015. ... ................. 45,188 2,219 3,550 776 1,709 1,020 54,462
Accumulated amortisation:
At 1 January 2012 . .................. — — — — — 74 74
Amortisation ... ......... .. .. ... ... — — — — — 82 82
At 31 December 2012 . . . ... ........... — — — — — 156 156
Amortisation . . ..................... — 244 651 142 43 111 1,191
At 31 December 2013 . . ... ............ — 244 651 142 43 267 1,347
Amortisation ... ......... . ... ... ..., — 444 1,183 259 77 137 2,100
At 31 December 2014 . . ... ............ — 688 1,834 401 120 404 3,447
Amortisation . . ..... .. o . — 221 592 129 39 88 1,069
At30 June 2015. .. .................. — 909 2426 530 159 492 4,516
Net book value:
31 December 2012 . ... ............... — — — — — 339 339
31 December 2013 .. ................. 45,188 1,975 2,899 634 1,666 376 52,738
31 December 2014 .. ................. 45,188 1,531 1,716 375 1,589 471 50,870
30 June 2015 . . . ... ... ... ... 45,188 1,310 1,124 246 1,550 528 49,946

Impairment test for goodwill

The goodwill balance relates to the Group’s acquisitions of The Gym Limited (Note 23) and is allocated to
the respective group of cash-generating units (‘CGUs’) that represent that acquisition. In this instance the
CGUs to which goodwill has been allocated and the level at which it is monitored is deemed to be each
chain of health and fitness facilities acquired. Goodwill acquired through business combinations has been
allocated for impairment testing purposes accordingly as follows:

As at 31 December 3(? 33:1 e
2013 2014 2015
(£2000s)
The Gym Limited . . ... .. . 45,188 45,188 45,188

These represent the lowest level within the Group at which goodwill is monitored for internal management
purposes. The recoverable amount of the CGU has been determined based on a value in use calculation
using cash flow projections based on financial budgets approved by the board covering a three to five year
period. Cash flows beyond this period are extrapolated using the estimated growth rates stated in the key
assumptions. The key assumptions used in the value in use calculations are as follows:

DiSCOUnt rate . . . . . o oot e 20.0% 20.0% 20.0%
Growth rate . . . . .. .. 25% 25% 25%
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11. Intangible assets (Continued)
Impairment test for goodwill (Continued)

Discount rates reflect management’ estimate of return on capital employed (ROCE) required in each
business. This is the benchmark used by management to assess operating performance and to evaluate
future capital investment proposals. These discount rates are derived from the Group’s weighted average
cost of capital. Changes in the discount rates over the years are calculated with reference to latest market
assumptions for the risk free rate, equity market risk premium and the cost of debt. Growth rates applied
to costs reflect the effect of inflationary prices at 2%, these are considered prudent when compared with
the Groups experience. Membership growth for mature gyms has been modelled on a site by site basis.
New gym growth has been modelled at circa 20 gyms per annum, with associated membership growth
modelled in line with the historical gym maturity profile of mature gyms. The management forecasts used
cover the next three to five years with perpetuity for the following years based upon the year 3 or 5 figures
with 2.5% growth based on a mature portfolio of gyms.

Goodwill is now tested for impairment on at least an annual basis, or more frequently if events or changes
in circumstance indicate that the carrying value may be impaired. In the periods under review
management’s value in use calculations have indicated no requirement to impair.

Sensitivity to changes in assumptions

The estimates of the recoverable amounts associated with these CGU affords significant head room over
the carrying value, consequently only significant adverse changes in these key assumptions would cause the
group to recognize an impairment loss.

12. Inventories

As at 31 December 335 at
June
w2 0B 01 20
(£°000s)
Finished goods and goods forresale . .......... ... ... ... ..... 102 138 75 140

13. Trade and other receivables

As at 31 December 3333:1 e
2012 2013 2014 2015
(£000s)
Other receivables . ... ........ ... . i 390 102 474 555
Corporate and other taxes . . .............. ... i, — — 151 —
Prepayments and accrued income . . .. ... ... L. o oL 2,111 2958 3,657 5,416

2,501 3,060 4282 5,971

14. Cash and cash equivalents

Cash and cash equivalents earn interest at floating rates based on daily bank deposit rates. Short-term
deposits are made for varying periods of between one day and one month depending on the immediate
cash requirements of the Company, and earn interest at the respective short-term deposit rates.
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15. Trade and other payables

As at 31 December 33 ?]lillltle
2012 2013 2014 2015
(£000s)

Trade payables . . . ... ... 2,398 1,830 4,516 5,136
Social security and other taxes . ....................... ... 96 475 4 594
Other creditors . ... . i e 58 230 1 —
Stepped rent/rent free accrual . . . ... .. ... L L oL 5,298 7,391 9,737 11,896
Accrued expenses and deferred income . . ................... 3,199 4,199 6,539 9,154
11,049 14,125 20,797 26,780

Trade payables are non-interest bearing and are payable on average within 30 days at 31 December 2014

(2013: 30 days).

16. Borrowings

As at 31 December 2012 3(? 33:1 e
2012 2013 2014 2015
(£000s)
Non-Current
Bank facility—A (principal and PIK interest) .. .............. — 29,594 33,113 35,004
Bank facility—B (principal and PIK interest) . ............... — 1,010 9,800 11,042
Finance leases . . ... ... ... i e 4,915 5,675 6,555 6,068
Shareholder loans and accrued interest . ................... 20,150 18,992 20,785 21,926
Preference Shares and accrued dividend . .................. — 50,924 — —
25,065 106,195 70,253 74,040
Current
Bank facility—RCF ... ..... ... ... . .. 15,424 — — —
Finance leases . .. ... i e 1,933 2,363 3,613 4,039
17,357 2,363 3,613 4,039
Loan maturity analysis:
Within one year . .. ... ... 17,357 2,363 3,613 4,039
Between one and tWo years. . ... ... 1,879 2,704 6,795 8,969
Between two and five years. . ... ... ... .o o 3,036 33,574 42,673 43,145
After five years ... ... ... e 20,150 72,109 22,484 23,380
42,422 110,750 75,565 79,533
The following facilities are available to the Group
Bank facility—A . . . ... — 30,000 30,000 30,000
Bank facility—B . . . ... ... — 20,000 20,000 20,000
Bank facility—RCF . ....... ... .. .. . .. — 3,000 3,000 3,000
Shareholder loans. . .. ... ... i — 18,000 18,000 18,000
— 71,000 71,000 71,000
The following amounts remain undrawn and available
Bank facility—A . . . ... — — — —
Bank facility—B . . . ... ... — 19,000 10,500 10,500
Bank facility—RCF ... ..... ... ... .. — 3,000 3,000 3,000
Shareholder loans. . .. ........ ... . i — — — —
— 22,000 13,500 13,500

The Group’s bank borrowings are secured by way of fixed and floating charge over the Groups assets.
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16. Borrowings (Continued)

Term loan under the £17.1 million 10% Fixed Rate Unsecured Midco Loan Notes 2023 (“‘Shareholder
loans”)

On the 13 June 2013 the Group entered into a 10 year, £17.1 million credit facility to part finance the
Group’s acquisition of The Gym Limited. Interest is accrued on the loan from at the rate of 10% per
annum and compounded on each anniversary. Interest is then also payable on the PIK notes at a rate of
10% per annum by the issue of further PIK notes. The shareholder loans are repayable in full in June 2023.

Term loan under the £0.9 million 10% Fixed Rate Unsecured Topco Loan Notes 2023 (“Shareholder loans”)

On the 13 June 2013 the Group entered into a 10 year, £0.9 million credit facility to part finance the
Group’s acquisition of The Gym Limited. Interest is accrued on the loan from at the rate of 10% per
annum and compounded on each anniversary. Interest is then also payable on the PIK notes at a rate of
10% per annum by the issue of further PIK notes. The shareholder loans are repayable in full in June 2023.

HSBC term loan under the £12.0 million revolving bank facility (“Bank Facility—RCF”)

On the 1 December 2010 The Gym Limited entered into a 3 year, £12.0 million multi-currency revolving
credit. The facility is split into tranche 1 amounting to £11.75 million to provide financing for site
development capital expenditure and tranche 2 of £0.25 million to provide financing for general corporate
and working capital requirements. The variable interest rate payable under the facility is LIBOR plus
margin plus mandatory costs. Each drawing under the facility is repayable at the end of the Interest period
either 1, 3 or 6 months or longer and subject to the terms of the facility agreement these amounts are
available to be redrawn. All amounts outstanding under the facility are repayable on 1 December 2013.
This facility was repaid on the 13 June 2013.

Preference share capital £50.9 million (“Preference share capital”)

On 14™" May 2013 Preference Shares were issued, these shares attract a fixed cumulative preferential
dividend at an annual rate of 10%, compounded annually on each anniversary. This accrued dividend shall
become due and payable immediately prior to Sale or Listing but shall not otherwise become payable
without the consent of holders of 75% of the Preference and Roll-out preference shares. On the 23 July
2014 the terms of these shares was altered such that the dividend was only payable at the discretion of the
board of directors as such they were reclassified from debt to equity. Interest of £5.1m accrued on these
shares up to 23 July 2014 waived by shareholders has been credited directly to equity.

Proventus term loan under the £30.0 million bank facility (“Facility—A”)

On the 13 June 2013 the Group entered into a 5 year, £30.0 million bullet repayment credit facility to
finance the Group’s acquisition of The Gym Group Midcol Limited. The variable interest rate payable
under the facility is LIBOR plus margin plus mandatory costs and is repayable in June 2018. Margin means
the PIK Margin (10%) prior to the second anniversary and thereafter the Cash Margin (9%). Interest on
the Cash Margin is payable at the end of each interest period. Interest of the PIK Margin is accrued and
compounded on each anniversary.

Proventus term loan under the £20.0 million bank facility (“Facility—B”)

On the 13 June 2013 the Group entered into a 5 year, £20.0 million amortising credit facility to part finance
the Group’s acquisition of The Gym Group Midcol Limited and site development capital expenditure. The
variable interest rate payable under the facility is LIBOR plus margin plus mandatory costs and is
repayable in June 2018. Margin means the rate equal to the aggregate of the Cash Margin (6%) and the
PIK Margin (4%). Interest on the Cash Margin is payable at the end of each interest period. Interest of the
PIK Margin is accrued and compounded on each anniversary.

HSBC £3.0 million Revolving credit facility (“Bank Facility—RCF”)

On the 13 June 2013 the Group entered into a 5 year, £3.0 million multi-currency revolving credit facility to
provide financing for general corporate and working capital requirements. The variable interest rate
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16. Borrowings (Continued)

payable under the facility is LIBOR plus margin plus mandatory costs. Each drawing under the facility is
repayable at the end of the Interest period and subject to the terms of the facility agreement these amounts
are available to be redrawn. Margin is defined as the Cash Margin (4.5%). Interest on the Cash Margin is
payable at the end of each interest period. All amounts outstanding under the facility are repayable in June
2018. Ancillary facilities are available under the revolving credit facility to provide financing for overdraft,
short term loans and guarantees/bonding/letter of credit. This may constitute all or part of the revolving
credit facility from time to time.

Covenants

The Group are subject to financial covenants in relation to Facility ‘A,’B’ and ‘RCF’. The covenants cover
the following ratios: a) Cash flow cover, b) Interest cover, c) leverage and also d) minimum levels of
EBITDA and e) maximum levels of capital expenditure. The Group has been in compliance with all of the
covenants during the periods under review. Breach of the covenants would render any outstanding
borrowings subject to immediate settlement.

Finance Fees

Finance fees incurred for the arrangement of Shareholder loans by the Group’s lenders are not included in
the Loan Maturity Analysis table. The finance fees after amortisation is as follows:

As at
As at 31 December 30 June
2012 2015
(£000s)
Finance fees . ... ... . e — 2,192 1,699 1,454
17. Provisions
As at 31 December 3333;
2012 2013 2014 2015
O (£000s)
Dilapidations
Balance at beginning of the period . . ............ ... ... ... ... — 41 131 223
New ProviSions . .. ... ..ottt 40 89 89 —
Unwind of discount . . ........ .. . e 1 1 3 3

N 131 223 226

18. Financial instruments
Derivative financial instruments
As at 31 December

2012 2013 2014 2015
(£000s)

Non-Current
Interest rate CAP . . . ... . .. e 66 — —
Interest rate SWAP/CAP . . .. ... . e —

811
66 177 1,037 811
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18. Financial instruments (Continued)

The group has entered into the following interest rate contract with the following terms:

31 December 2012, 31 December 2013, 31 December 2014 and 30 June 2015

Minimum Maximum
Fixed Notional Notional start end
Trade Date Type rate amount amount date date
21 January 2011 . ............ CAP 250% 4,115,000 4,115,000 31.01.11 29.11.13
15June 2012 .. ... .. ... .. .. CAP 1.00% 1,150,000 2,750,000 31.07.12 30.11.13
22 August 2013 . ... ... L. SWAP/CAP 1.81% 29,250,000 51,613,200 31.10.13 31.10.17

The fair value of a derivative financial instrument is split between current and non-current depending on
the remaining maturity of the derivative contract and its contractual cash flows. The interest rate swaps are
designated as fair value through profit or loss at initial recognition. The fair value of the Group’s interest
rate derivatives is calculated as the present value of future expected net contracted cash flows at market
related rates, which are current at the balance sheet date. This valuation is obtained from the counterparty
bank and at each period end is categorised as a Level 2 valuation, see below. The maximum exposure to
credit risk is the fair value of the derivative as a financial asset.

Fair value hierarchy

IFRS 7 requires fair value measurements to be recognised using a fair value hierarchy that reflects the
significance of the inputs used in the value measurements:

Level 1: inputs are quoted prices in active markets

Level 2: a valuation that uses observable inputs for the asset or liability other than quoted prices in active
markets

Level 3: a valuation using unobservable inputs i.e. a valuation technique.

There were no transfers between levels throughout the periods under review.

Fair values

Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s
financial instruments that are carried in the financial information. The fair values of financial derivatives
and borrowings has been calculated by discounting the future cash flows at prevailing market interest rates
and is categorised as a Level 2 valuation. The fair values of the other financial instruments approximates
closely with their carrying values.

Carrying Amount
As at 31 December

As at
2012 2013 2014 30 June 2015
(£000s)
Financial assets
Current
Trade and other receivables . ........................ 390 102 625 555
Cash and short-term deposits .. .......... ... ........ 3,293 4,091 5,576 2,941
Financial liabilities
Current
Borrowings .. ... ... 17,357 2,363 3,613 4,039
Trade and other payables .. ........ ... ... ... ..... 5,751 6,734 11,060 14,883
Non-Current
Borrowings .. ... ... 25,065 106,195 70,253 74,040
Derivative financial instruments . ..................... 66 177 1,037 811
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18. Financial instruments (Continued)

Fair Value
As at 31 December As at
2012 2013 2014 30 June 2015
(£000s)
Financial assets
Current
Trade and other receivables . ........................ 390 102 625 555
Cash and short-term deposits . ........... ... ........ 3,293 4,091 5,576 2,941
Financial liabilities
Current
Borrowings .. ... ... 17,357 2,363 3,613 4,039
Trade and other payables . ......... ... ... ... ..... 5,751 6,734 11,060 14,883
Non-Current
Borrowings . . ... ... 25,065 106,195 70,986 74,596
Derivative financial instruments . ..................... 66 177 1,037 811

19. Capital and Financial risk management objectives and policies
(a) Capital risk management

The Group’s objective when managing capital are to safeguard the group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. In order to maintain or adjust capital the group
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares
or sell assets to reduce debt.

Consistent with others in the industry, the group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings less cash
and cash equivalents. Total capital is calculated as equity as shown in the consolidated balance sheet plus
net debt. The gearing ratios for the periods under review are as follows:

As at 31 December

As at
2012 2013 2014 30 June 2015
(£000s)

Total borrowings . . . ... ..ot 42,422 108,558 73,866 78,079
Less: cash and cash equivalents . . . ................... (3,293)  (4,091) (5,576) (2,941)
Netdebt . ... 39,129 104,467 68,290 75,138
Total equity . . ..o oot 459 558 48,983 48,991
Total capital . . . ......... ... . ... .. .. ... . ... ... 39,588 105,025 117,273 124,129
Gearing ratio (%) . . . . .. ... 99 99 58 61

(b) Financial risk management

The Group has exposure to the following risks from its use of financial instruments:
*  Market risk

*  Liquidity risk

e Credit risk

This note presents information about the Group’s exposure to each of the above risks, and the Group’s
objectives, policies and procedures for measuring and managing risk. The Board of Directors has overall
responsibility for the establishment and oversight of the Group’s risk management framework.
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19. Capital and Financial risk management objectives and policies (Continued)
(b) Financial risk management (Continued)
(i) Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. Key market risks affecting the Group include interest rate risk.
Financial instruments affected by market risk include borrowings, deposits and derivative financial
instruments.

The sensitivity analysis in the following sections relate to the position as at 30 June 2015, 31 December
2014, 2013 and 2012. The analysis has been prepared on the basis that the amount of net debt and the ratio
of fixed to floating interest rates of the debt and derivatives are all constant.

(ii) 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. The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s long term debt obligations with floating interest rates.

The Group manages its interest rate risk by holding 50% of borrowings in fixed rate instruments. The
exposure to the remaining 50% is managed by entering into interest rate derivatives, in which the Group
agrees to exchange, at specified intervals, the difference between fixed and variable rate interest rate
amounts calculated by reference to an agreed-upon notional principal amount. At 30 June 2015 and
31 December 2014 after taking into account the effect of interest rate swaps, 100% of Group’s borrowings
are at fixed rates of interest. The Group are not expecting any reduction in interest rates over the next
12 months, the impact of notional increases over next 12 months is shown below:

As at 31 December As at
Impact on profit before tax—gain/(loss) 2012 2013 2014 30 June 2015
(£000s)

Change in interest rate

Interest rates +0.5% . ... ... 18 32 10 11
(iii) Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
Ultimate responsibility for liquidity risk management rests with the Board of Directors. The Group

manages liquidity risk by continuously monitoring forecast and actual cash flows, matching the maturity
profiles of financial assets and operational liabilities and by maintaining adequate cash reserves.

The table below summaries the maturity profile of the Group’s financial liabilities:

As at 30 June 2015

Due Due
Due between  between Due in
within 1 and 2 and more than
1 year 2 years 5 years 5 years Total
(£000s)

Borrowings . ....... .. .. 9,027 8,210 54,444 39,440 111,121
Trade and other payables . ..................... 14,883 — — — 14,883
Derivative financial instruments ................. 564 498 38 — 1,100
Total financial liabilities . . . .. ... ............... 24,474 8,708 54,482 39,440 127,104
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19. Capital and Financial risk management objectives and policies (Continued)

(b) Financial risk management (Continued)

As at 31 December 2014

Due Due
Due between between Due in
within 1 and 2 and more than
1 year 2 years 5 years 5 years Total
(£000s)

Borrowings . . ... ... 6,970 8,020 57,477 39,440 111,907
Trade and other payables . . ................... 11,060 — — — 11,060
Derivative financial instruments . ............... 650 537 278 — 1,465
Total financial liabilities . .................... 18,680 8,557 57,755 39,440 124,432

As at 31 December 2013

Due Due
Due between  between Due in
within 1 and 2 and more than
1 year 2 years 5 years 5 years Total
(£°000s)
Borrowings . ....... ... 3,749 5,380 61,811 145477 216,417
Trade and other payables . ..................... 6,734 — — — 6,734
Derivative financial instruments . ................ 481 650 814 — 1,945
Total financial liabilities . . . . .. ... .............. 10,964 6,030 62,625 145477 225,096
As at 31 December 2012
Due Due
Due between  between Due in
within 1 and 2 and more than
1 year 2 years 5 years 5 years Total
(£°000s)
Borrowings . ....... ... 18,844 2,150 4,120 20,886 46,000
Trade and other payables . ...................... 5,751 — — — 5,751
Derivative financial instruments . ................. 39 — — — 39
Total financial liabilities. . . .. ... ................ 24,634 2,150 4,120 20,886 51,790

(iv) Credit risk

The Group’s principal financial assets are bank balances and cash, trade and other receivables and
investments. The group’s credit risk is low as it has limited trade receivables. The credit risk on liquid funds
and derivative financial instruments is limited because the counterparties are banks with high credit ratings
assigned by international credit-rating agencies. The group has no significant concentration of credit risk,
with exposure spread over a large number of counterparties and customers.

20. Commitments and contingencies

Operating lease commitments

The Group has entered into leases on commercial real estate. These leases have an average life 17.9 years
with no renewal option included in the contracts. There are no restrictions placed upon the Group by
entering into these leases. The lease expenditure charged to the income statement during the year
disclosed in note 5.
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20. Commitments and contingencies (Continued)
Operating lease commitments (Continued)

Future minimum rentals payable under non-cancellable operating leases as at 31 December, analysed by
the period in which they fall due are as follows:

As at 31 December As at

2012 2013 2014 30 June 2015
(£000s)
Withinoneyear .......... .. .. .. ..., 3,620 5,210 7,075 8,275
Between one and twoyears . .. ... ..., 4,466 6,109 8,690 9,770
Between two and five years . .. ...... ... . L. 15,132 19,633 30,852 31,665
Greater than Syears .. ........ ... ... ... . ... ... 77,107 89,126 115,767 119,854

100,325 120,078 162,384 169,564

Finance lease commitments

Future minimum lease payments under finance leases and hire purchase contracts together with the
present value of the net minimum lease payments are, as follows:

As at 31 December

As at
2012 2013 2014 30 June 2015
(£°000s)

Withinoneyear . ........... ... 2,131 3,296 4,644 4,981
Between one and two years . .............. .. 2,150 3,054 3,841 4,043
Between two and five years. . .. ... ... .. oL 4,121 3,723 3,567 2,610

8,403 10,073 12,052 11,634
Future finance charges . . ............. .. ... ..., (1,555) (2,035) (1,884) (1,527)
Presentvalue . .. ........... ... ... ... . .. ... . ... . ... 6,848 8,038 10,168 10,107

The present value of finance lease liabilities is as follows:

As at 31 December As at
2012 2013 2014 30 June 2015

(£000s)
Withinone year ........ ... . .. . . ... .. 1,933 2,363 3,613 4,039
Between one and twoyears . . ........ ..o 1,878 2,704 3,267 3,580
Between two and five years . . ....... ... ... L. 3,037 2,971 3,288 2,488

6,848 8,038 10,168 10,107

Capital commitments ................................
Contracted but not provided . ........... ... ... ....... 3,340 3,952 3,394 4,917
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21. Issued capital and reserves

The movements in the called up share capital and share premium account are set out below:

Called up, authorised, allotted and fully paid

As at 31 December

As at
2014 30 June 2015

2012 2013
- (£000s)

Preference sharesof £l each. ... ....... ... ... ... ... ...... — 48,394
Preference shares of £0.0001 each . .. ......... ... ... ..... — —_- — —
‘A Ordinary shares of £0.0l each. .. ...... ... ... ... ..... 8 4 4 4
‘B’ Ordinary shares of £0.01 each ............ ... ... ..... 41 — — —
‘Cl’ Ordinary shares of £0.04 each ........... ... ... ..... — 4 4 4
‘C2’ Ordinary shares of £0.01 each ........... ... ... ..... — — 1 1
‘C3’ Ordinary shares of £0.01 each ........... ... ... ..... — —_- — —

49 48,402 9 9
Reclassified Preference shares. ... ........................ —  (48,394) — —
Total . .. ... 49 8 9 9
The number of ordinary shares in issue is set out below:

Number Number Number Number
Preference sharesof £1 each . ................. — 48,393,939 — —
Preference shares of £0.000001 each ............ — 48,393,939 48,393,939
‘A Ordinary shares of £0.01 each ... ............ 750,000 385,575 385,575 385,575
‘B’ Ordinary shares of £0.01 each .............. 4,181,200 20,486 20,486 20,486
‘C1’ Ordinary shares of £0.04 each ............. — 87,642 87,642 87,642
‘C2’ Ordinary shares of £0.01 each ............. — 57,963 87,963 95,463
‘C3’ Ordinary shares of £0.01 each ............. — 6,895 6,895 6,895
‘C4’ Ordinary shares of £1 each. ... ............ — 50 50 50
The movements in shares occurred on following dates set out below:
Number Number  Number

13 June 2013
Reclassification of preference shares of £1 each . ............. — 48,393,939 — —
Issue of ‘A Ordinary shares of £0.01 each .................. — 385,575 — —
Issue of ‘B’ Ordinary shares of £0.01 each . ................. — 20,486 — —
Issue of ‘C1’ Ordinary shares of £0.04 each ................. — 87,642 — —
Issue of ‘C2’ Ordinary shares of £0.0l each ... .............. — 57,963 — —
Issue of ‘C3’ Ordinary shares of £0.0l each ... .............. — 6,895 — —
Issue of ‘C4’ Ordinary shares of £l each ................... — 50 — —
12 August 2014 — —
Issue of ‘C2’ Ordinary shares of £0.01 ... .................. — — 30,000 —
3 March 2015
Issue of ‘C2’ Ordinary shares of £0.04 each ................. — — — 5,350
22 April 2015
Issue of ‘C2’ Ordinary shares of £0.04 each ................. — — — 2,150

The Gym Limited

All shares rank pari passu in all respects other than outlined below.
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21. Issued capital and reserves (Continued)
The Gym Group plc
Prior to 23 July 2014

The A Ordinary Shares, B Ordinary Shares and C Ordinary shares shall rank pari passu among themselves,
but they constitute separate class of share. All shares carry equal voting rights with the exception of holders
of ‘C3’ Ordinary shares’ who shall have five votes in respect of each share provided that the ‘A Ordinary
class of shares shall never have less than 82.38% of the total voting rights.

Preference Shares or Roll-out Preference shares shall rank ahead of the Ordinary Shares for all purposes.
The Preference shares and Roll-out preference shares shall accrue a fixed cumulative preferential dividend
at an annual rate of 10% and 12% respectively of the Issue Price per share, compounded annually on each
anniversary. This accrued dividend shall become due and payable immediately prior to Sale or Listing but
shall not otherwise become payable without the consent of holders of 75% of the Preference and Roll-out
preference shares

On the return of capital on liquidation or otherwise, the surplus assets of the Company shall be applied in
the following order:

e Each Preference share and Roll-out preference share holder shall receive 100% of the Issue Price
thereof together with the aggregate amount of any accruals and/or unpaid amounts of dividend;

* £1 in aggregated to all holders of deferred shares;

The balance shall be distributed prorate amongst each holder of ‘A Ordinary Shares, ‘B’ Ordinary Shares
and C1, C2 and C3 Ordinary, subject to allocating 39.38% of the amounts allocated to holders of C1,C2
and C3 Ordinary shares to holders of ‘A and ‘B’ ordinary shares.

As a result of the repayment terms attaching to the Preference shares and Roll-out preference shares these
instruments have been treated as debt instruments.
Post to 23 July 2014

The Articles of Association were amended on this date in respect of the repayment of the fixed
preferential dividend on the Preference and Roll-out preference shares as follows:

‘All accruals of Preference share and Roll-out preference share dividend shall become payable at the sole
discretion of the board’

As a result of the change in repayment terms attaching to the Preference shares and Roll-out preference
shares these instruments have been reclassified from debt to equity.

The following describes the nature and purpose of each reserve in equity:

Share premium

Amount subscribed for share capital in excess of nominal value.

Retained earnings

Are the accumulated net gains and losses of the Group since inception. It excludes any dividends paid.

22. Related party disclosures
(a) Identity of related parties

The ultimate holding company of the Group is The Gym Group plc (formerly The Gym Group Holdings
Limited), incorporated in The United Kingdom. The company’s controlling shareholders are Phoenix
Equity Partners 2010 L.P. and Phoenix Equity Partners 2010 GP, L.P. (“the Phoenix Funds”), which are
managed by Phoenix Equity Partners 2010 Guernsey Limited. Phoenix Equity Nominees Limited holds the
shares on behalf of the shareholders. Phoenix Equity Partners Limited is an advisor to Phoenix Equity
Partners 2010 Guernsey Limited and Bridges Community Development Venture Fund II, which is
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22. Related party disclosures (Continued)

managed by Bridges Ventures LLP, is the beneficial minority shareholder in The Gym Group Operations
Limited (formerly The Gym Group Holdings Limited). Bridges Community Ventures Nominees Limited
holds the shares on behalf of Bridges Community Development Venture Fund II. Closewall is a company
under the control of a family member of a director, J Treharne.

The principal subsidiaries of the Group are as follows:

Country of
Company Principal activity incorporation Holding%
The Gym Group Midco 1 Limited . . ............ Holding Company United Kingdom 100%
The Gym Group Midco 2 Limited . . . ........... Holding Company United Kingdom 100%
The Gym Group Operations Limited . . . ......... Holding Company United Kingdom 100%
The Gym Limited. . . ...... ... ... ... ..... Fitness Operator ~ United Kingdom 100%

(b) Transactions with related parties

The following table provides the total amounts owed to related parties for the relevant financial period:
As at 31 December

As at
2012 2013 2014 30 June 2015
(£000s)

Phoenix Funds .. ......... ... .. ... .. .. .. .. .. ...... — 44,539 44,008 44,667
Bridges Ventures LLP (formerly Bridges Ventures Limited) .. 20,150 22,109 21,822 22,304
Key management . ........ .. ... ... .. ... .. ... — 3,509 3,349 3,349
Closewall . . ... ... ... . 110 353 467 9
CTreharne. . ... ... .. . e e 1 1 1 —
Total . ... ... .. e 20,261 70,511 69,647 70,329
Opening balance. . . ...... ... ... ... . 14,013 20,261 70,511 69,647
New loan notes ... ... ... ... ... 5,050 18,000 — —
Loan note interest . .. ....... ... 1,209 1,555 1,803 984
Preference shares . . ........ ... . ... ... . . . .. . . ... .. — 48,394 — —
DividendS. . . ... .. — 2,665 (2,665) —
Purchases. . ... ... ... . 4,806 4,117 5,409 3,449
Repayments . . . ... (4,817) (24,481) (5,411) (3,751)
Total . . ... . 20,261 70,511 69,647 70,329
Representing:

Borrowings (Notel6) .............iiiinn. 20,150 69,916 20,785 21,926
Share Premium . ........... ... ... .. . ... ... — — 48,394 48,394
Trade & other payables. .. ....... ... ... . ... ...... 111 595 468 9
Total . . ... . 20,261 70,511 69,647 70,329

The following table provides the total amounts of purchases from related parties for the relevant financial
period:

(£000s)
Phoenix Equity Partners 2010 Guernsey Limited . . . ... ... .. — 3,088 1,308 677
Phoenix Equity Partners Limited . ... .................. — 611 — 4
Bridges Ventures LLP (formerly Bridges Ventures Limited) .. 1,224 1,965 627 341
Key management ............ ... ... ... . ... ... .. — 159 — —
Closewall Limited . . .. ....... ... .. ... .. .. ... 4,782 2,511 5,270 3,406
CTreharne. . ... ... 9 3 8 4
Total . ... ... .. . 6,015 8,337 7,213 4,432

Terms and conditions of transactions with related parties

The purchases from related parties are made at normal market prices. Outstanding balances at the
year-end are unsecured, interest free and settlement occurs in cash. There have been no guarantees
provided for any related party payables. Loans from related parties carry interest at 10%. Payments to
Closewall Limited and C Treharne are in respect of the provision of services and goods respectively.
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22. Related party disclosures (Continued)
(c) Compensation of key management personnel

Key management includes the directors as identified in the Directors’ report. The compensation paid or
payable to key management for employee services is shown below:

As at 31 December As at
2012 2013 2014 30 June 2015

(£000s)
Remuneration . . . ... e 624 612 665 524
Pension. . ... .. e E 2 E ﬂ

62 631 681 sl

At the year end £nil (2013: £nil) was owed to the directors in respect of year-end bonus.

Information regarding the highest paid director is as follows:

As at 31 December As at
2012 2013 2014 30 June 2015
(£000s)

Short-term benefits . .. ...... ... .. .. .. . 168 183 193 160

23. Acquisitions

On 13 June 2013 the group purchased the entire issued share capital of The Gym Limited for a
consideration of £52,363,000.

Fair value
Book Value adjustments Fair Value
(£000s)
Property, plant and equipment . .. ........ ... ... ... ... 45,952 — 45,952
Intangibles .. ...... . ... — 8,289 8,289
INVeNntories . . .. ..ottt 32 — 32
Trade and other receivables . ... .......... ... ... ... .. ..., 2,056 — 2,056
Cash and short-term deposits . . .. .......... . 3,986 — 3,986
Trade and other payables . . ............. . ... .. ... . ... (15,770) — (15,770)
Bank loans . ....... ... (34,199) — (34,199)
Deferred tax . . . ..o oot (1,273) (1,898) (3,171)
Net ASSCtS . ottt e 784 6,391 7,175
Goodwill . . ... 45,188
Total consideration . ............... ... ... ... ........... 52,363
The components of the consideration are made up as follows:
£000

Cash consideration paid . . .. ... ... ... ... . 28,160
Shareholder loans . .. ........ ... . . .. . . . e 24,000
Deferred consideration . ............. ... .. ..., 203
Total consideration ... ............. ... ... ... ............ 52,363

Goodwill represents the premium associated with advantageous site locations, potential growth
opportunities offered by low cost business model, profitability and assembled workforce.

Professional fees of £4.3 million incurred in effecting the acquisition were fully expensed during the period
ended 31 December 2013. These costs are included in ‘Administrative and other expenses’.
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23. Acquisitions (Continued)

As explained in the Basis of Preparation the financial information has been prepared on the basis that the
Group existed from the 1 January 2013. The amount of Revenue and profit that would have been
recognised for the Gym Limited had it been included from the acquisition date would have been
£20.2 million and £3.6 million respectively.

24. Explanation of transition to IFRS

This is the first time that the Group has presented its financial information under IFRS. The last financial
information under UK GAAP was for the year to 31 December 2014 and the date of transition to IFRS
was 1st January 2013. 2013 is the earliest period for which The Gym Group plc (formerly The Gym Group
Holdings Limited) has published UK GAAP financial information. The date of transition for The Gym
Limited is 1st January 2012 as 2012 is the earliest period for which IFRS financial information is presented
for The Gym Limited and for which it had previously published UK GAAP financial information.

IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ offers a number of
exemptions from full retrospective application of applicable standards on transition to IFRS, however
following a review of these exemptions it has been concluded that none are applicable to the Group.

Set out below are the UK GAAP to IFRS equity reconciliations for The Gym Limited at 1st January 2012
(date of transition) and Group at 31 December 2012 and 31 December 2013 and 31 December 2014 (last
financial information under UK GAAP) and profit reconciliation for The Gym Limited for the year ended
31 December 2012 and Group for the year ended 31 December 2014.
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24. Explanation of transition to IFRS (Continued)
Reconciliation of equity at Ist January 2012 (The Gym Limited date of transition)

UK UK GAAP IFRS
Note GAAP Restatement  adjustments IFRS
(£2000s)
ASSETS
Non-current assets
Property, plant and equipment . ... (a(i),(ii),(c(i),(ii)),(h) 20,758 — 2,996 23,754
Intangible assets . ............. (b(i),(ii)),(c(i),(ii)) — — 209 209
Deferred tax asset .. ........... (b),(g) (127) — 663 536
Total non-current assets. . ....... 20,631 — 3,868 24,499
Current assets
Inventories .................. 49 — — 49
Trade and other receivables . ... .. (a),(d) 2,960 — (916) 2,044
Cash and short-term deposits . . . . . 619 — — 619
Total current assets . . .......... 3,628 — (916) 2,712
TOTAL ASSETS .............. 24,259 — 2,952 27,211
Current liabilities
Borrowings .. ................ (a) 1,107 — 855 1,962
Trade and other payables . . ... ... (d),(e) 3,587 553 1,772 5,912
Current taxes payable .......... (2) — — — —
Total current liabilities ......... 4,694 553 2,627 7,874
Non-current liabilities
Borrowings . ................. () 20,103 — 1,762 21,865
Deferred tax liabilities . . ........ (b(ii)),(g) — — — —
Provisions . . ................. (h) — — — —
Financial instruments . . . ........ () — — — —
Total non-current liabilities . . . . .. 20,103 — 1,762 21,865
TOTAL LIABILITIES .......... 24,797 553 4,389 29,739
NET ASSETS . ............... (538) (553) 1,437)  (2,528)
EQUITY AND LIABILITIES
Issued capital ................ 49 — — 49
Share premium . .............. 410 — — 410
Retained earnings . ............ (a,b,c,d,e.f,g) (997) (553) (1,437)  (2,987)
TOTAL EQUITY . ............. (538) (553) 1,437)  (2,528)
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24. Explanation of transition to IFRS (Continued)

Reconciliation of equity at 1*' January 2013

ASSETS
Non-current assets

Property, plant and equipment . . . .
Intangible assets .............
Deferred tax asset . ...........

Total non-current assets. . ......

Current assets

Inventories . ................
Trade and other receivables . . . ..
Cash and short-term deposits . . . .

Total current assets . . .. .......
TOTAL ASSETS . ............

Current liabilities

Borrowings . ................
Trade and other payables . . ... ..
Current taxes payable .........

Total current liabilities ... ... ..

Non-current liabilities

Borrowings . ................
Deferred tax liabilities . . ... .. ..
Provisions . . ................
Financial instruments . .........

Total non-current liabilities . . . ..
TOTAL LIABILITIES .........
NET ASSETS . ..............

EQUITY AND LIABILITIES

Issued capital ...............
Share premium ..............
Retained earnings . ...........

TOTAL EQUITY . ............

UK UK GAAP IFRS
Note GAAP Restatement  adjustments IFRS
(£000s)
(a(i),(ii),(c(i),(ii)),(h) 36,106 468 6,587 43,161
(b(i),(ii))(c(i),(ii)) — — 339 339
(b).(g) (611) — 1,033 422
35,495 468 7,959 43,922
102 — — 102
(a),(d) 3,418 — (917) 2,501
3,293 — — 3,293
6,813 — ©17) 5,896
42,308 468 7,042 49,818
(a) 15,768 — 1,589 17,357
(d),(e) 6,470 1,389 3,190 11,049
® e e
22,238 1,389 4,779 28,406
(a) 20,372 — 4,693 25065
(b(ii)).(g) — — — —
(h) — — 41 41
(f) — — 66 66
20,372 — 4,800 25,172
42,610 1,389 9,579 53,578
302) (921) (2,537) 3,760)
49 — — 49
410 — — 410
(a,b,c,d,e.f,g) (761) (921) (2,537) (4,219)
302) (921) (2,537) 3,760)
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Notes to the combined financial information (Continued)

24. Explanation of transition to IFRS (Continued)
Reconciliation of equity at 31 December 2013

UK UK GAAP IFRS
Note GAAP Restatement  adjustments IFRS
(£°000s)
ASSETS
Non-current assets
Property, plant and equipment ... (a(i),(ii),(c(i),(ii)),(h) 44,584 326 6,508 51,418
Intangible assets . ............ (b(i),(ii)),(c(i),(ii)) 53,130 662 (1,054) 52,738
Deferred tax asset . ........... (b),(g) — — — —
Total non-current assets . . ...... 97,714 988 5,454 104,156
Current assets
Inventories ................. 138 — — 138
Trade and other receivables . .. .. (a),(d) 4,007 — (947) 3,060
Cash and short-term deposits . . . . 4,091 — — 4,091
Total current assets . .......... 8,236 — 947) 7,289
TOTAL ASSETS ............. 105,950 988 4,507 111,445
Current