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Castledene Leisure Limited

Report of the Directors

The directors present their report and the audited financial statements for the 52 week peniod from 2 January
2009 to 31 December 2009

Results and dividends

The results for the period are set out 1n the profit and loss account

The directors do not recommend the payment of a dividend (1 January 2009 £n1l)

The Group restated 1ts prior year results following its decision to change its policy for the calculation of the
rental charge All future mimumum rent payments are now accounted for on a straight-line basis over the hfe of
the leases, whereas 1t had previously not strasght-lined the effect of fixed inflationary adjustments within its
leases

Principal activities and review of the business

The principal activity of the company ts the provision of a health and leisure facilities in the United Kingdom

The directors are pleased with the performance for the period at both a tummover and an EBITDA level No
significant changes are expected in the following years

The company’s key financial and other performance indicators were as follows

52 weeks to 52 weeks to
31 December 2009 1 January 2009

(Restated)

£000 £'000

Turnover 3,440 3,289
EBITDA ' (including profit on disposal of £10 2m 1n 2008) 602 11,504
EBITDAR? 1,722 11,710
No of clubs 1 1

On 31 December 2009 the trading activities, assets and liabihities of the company were transferred at book value
to David Lloyd Leisure Ltd a parent company as part of a corporate simplification project The transfer of the
company’s trading activities to David Lloyd Leisure Ltd will sumplify the overall group and help to reduce
comphance and administration costs From 1 January 2010, this company ceased to trade

Going Concern

As the Company has transferred its trade to another group company, there are no continuing operations at the
year end and consequently the accounts have been prepared on a basis other than going concern Further details
regarding the adoption of a basis other than going concern can be found in Accounting Policies Note 1

Directors
The directors, who served throughout the period except as noted, were as follows

SA Lloyd

N Phillips (resigned 28 November 2009)
IMB Harris

None of the directors serving at the year end had interests in the share capital of the Company

1 Eamungs before inferest, fax, depreciation and amortisation and non-cash rent
2  Eamings before inferest, tax, depreciation, amortisation and net property rent




Castledene Letsure Limited

Report of the Directors (continued)
Secretary

IMB Harris

Fmancial risk management objectives and policies

The company's activities expose 1t to a number of financial risks including price risk, credit risk, cash flow nisk
and hqudity nsk The use of financial derivatives 1s governed by the board of directors The company does not
use derivative financial instruments for speculative purposes

Credit risk
The company's principal financial assets are bank balances and cash, and other receivables

The credit risk on hquid funds and derivative financial instruments 15 lumited because the counterparties are
banks with high credit-ratings assigned by international credit-rating agencies The credit risk of the company 1s
also mimimised as customers pay by direct debit and in advance

The company has no significant concentration of credit nisk, with exposure spread over a large number of
customers

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company 15 provided with sufficient funds from the Group where these risks are managed
centrally

Price rnsk

The company 1s exposed to commodity price sk The company does not manage 1ts exposure to commodity
price risk due to cost benefit considerations

Auditors

Each of the persons who 15 a director at the date of approval of this report confirms that

e so far as each director 15 aware, there 1s no relevant information needed by the company's auditors n
connection with preparing their report of which the company's auditors are unaware, and

¢ cach director has taken all the steps that he ought to have taken as a director in order to make himself aware
of any relevant information needed by the company’s auditors in connection with preparing their report and to
establish that the company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006

Deloitte LLP were re-appointed by the company during the period They have expressed their willingness to
continue 1n office as auditors under the provision that a resolution to appomnt them will be proposed at the
forthcoming Annual General Meeting

Approval

The of i dftectors was approved by the Board on 28 May 2010 and signed on 1ts behalf by
IMK Harris (

Director



Castledene Lewsure Limited

Statement of directors' responsibilities for the Annual Report

The directors are responsible for preparing the Annual Report and the financial statements i accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and apphicable law) Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that peiiod In preparing
these financial statements, the directors are required to
* select suitable accounting policies and then apply them consistently,
» make judgements and accounting estimates that are reasonable and prudent,
o state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained 1n the financial statements, and
e prepare the financial staternents on the going concern basis unless 1t 15 inappropriate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan the
company's transactions and disclose with reasonable accuracy at any ume the financial position of the company
and enable them to ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregulanities

The directors are responsible for the maintenance and integrity of the corpeorate and financial information
mcluded on the company’s website Legislation in the Umited Kingdom governing the preparation and
dissemination of financial statements may differ from legislation 1n other jurisdictions




Castledene Leisure Limited

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF CASTLEDENE
LEISURE LIMITED

We have audited the financial statements of Castledene Leisure Ltd for the 52 week period ending 31 December 2009 which
compnse the Profit and Loss Account and Balance Sheet, and the related notes 1 to 18 The financial reporting framework
that has been applied 1n their preparation 1s apphcable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice}

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them in an auditors’ report and for no other purpose  To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s members as a body, for our audit work,
for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view  Qur responstbility 15 10 audit the financial
statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards
require us to comply with the Auditing Practices Board’s {APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves obtaiming evidence about the amounts and disclosures 1n the financial statements sufficient to give

reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error

This includes an assessment of

*  whether the accounting policies are appropnate to the company’s circumstances and have been consistently apphied and
adequately disclosed,

+  the reasonableness of significant accounting estimates made by the directors, and

s  the overall presentation of the financial statements

Opinion on financial statements

In our opimon the financial statements

e give a true and fair view of the state of the company’s results as at 31 December 2009

*  have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice, and
¢ have been prepared 1n accordance with the requirements of the Companies Act 2006

Opmnion on other matter prescribed by the Companies Act 2006

In our opmion the information given in the Directors® Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Emphasis of matter — Financial statements prepared other than on a going concern basis

In forming our opinion on the financial statements, which 1s not qualified, we have considered the adequacy of the disclosure
made 1n note 1 to the financial statements, which explains that the financial statements have been prepared on a basis other
than that of a going concern

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to you if,
m our opion

. adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us, or
. the company financial statements are not in agreement with the accounting records and returns, or

certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the mformation and explanations we require for our audit

T T4

Timothy Steel (Sensor Statutory Auditor)

for and on behalf of Delowtte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

29 May 2010




Castledene Leisure Linuted

Profit And Loss Account
for the period ended 31 December 2009

Turnover

Cost of sales

Gross profit

Admuinisirative expenses

Operating profit

Profit on disposal of fixed assets

Interest recetvable

Profit on ordinary activities before taxation
Tax credit/(charge) on profit on ordinary activities

Profit for the period

Notes

7

13

52 weeks to 52 weeks to
31 December 2009 1 January 2009
(Restated)
£°000 £°000
3,440 3,289
(1,081) (952)
2,359 2,337
1,991 (1,264)
368 1,073
- 10,205
1,910 617
2,278 11,895
31 (19)
2,309 11,876

All activities relate to conttnuing operations, but as the trade has been transferred 10 David Lloyd Leisure Lid,
the results from these activities will be reported n that company 1n future periods

There are no recognised gains or losses other than those reported above, accordingly ne statement of total

recognised gains and losses 1s presented

Note of Historical Cost Profit and Losses

for the period ended 31 December 2009

Profit on ordinary activities before taxation

Difference between the historical cost depreciation charge and
the actual depreciation charge calculated on the revalued

amount

Realisation of property revaluation gains of previous periods

Historical cost profit on ordinary activities before taxation

Historical cost profit

52 weeks to 52 weeks to

31 December 2009 1 January 2009
(Restated)

£000 £'000

2,278 11,895

- 7

- 879

2,278 12,781

2,309 12,762




Castledene Leisure Limited

Balance Sheet
at 31 December 2009

Fixed assets
Tangible assets

Current assets

Debtors — due within one year

Cash at bank and 1n hand

Net current assets

Total assets less current habilities
Provisions for halities and charges
Net assets

Capital and reserves

Called up share capital

Profit and loss account

Shareholders' funds

The financial statements were approved by the Board on 28 May 2010 and signed on 1ts behalf by

IMB Harris
Director

Notes

10

11

12
13

14

2546423

31 December 2009 1 January 2009
(Restated)

£'000 £000
- 2,404

- 2,404
22,850 18,424
- 2
22,850 18,426
22850 20,830
- (289)
22,850 20,541
200 200
22,650 20,341
22,850 20,541




Castledene Leisure Limited

Notes To The Financial Statements
at 31 December 2009

1. ACCOUNTING POLICIES

The principal accounting policies are summansed below They have been applied consistently
throughout the year and the preceding year with the exception of the policy for leases which 1s
explained in note 8

Basis of accounting

The financial statements have been prepared under the historical cost convenhion, as modified by the
revaluation of land and buildings, and 1n accordance with applicable United Kingdom law and
accounting standards The financial statements are presented on a 52 week basis, with the year end
betng within seven days of the accounting reference date of 31 December

Goimng Concern

The company’s business activities, together with the factors likely to affect its future development,
performance and position are set in the Directors Report The financial position of the company 1s
shown n the financial statements The company’s objectives, pohicies and processes for managing 1ts
capital, 1ts financial risk management objectives, and its exposures to credit risk and hquidity risk are
all described 1n the Directors Report

As the company has transferred 1ts trade to another group company, there are no continuing operations
at the year end and consequently the company has ceased trading and the going concern basis 1s not
appropriate Accordingly the accounts have been prepared on the other than going concern basis

Turnover
Turnover which anses solely in the Unmited Kingdom, represents amounts receivable for goods and
services provided 1n the normal course of business, net of discounts, VAT and other sales related taxes

Turnover comprises jomning fees, membership subscriptions, facilities income, and bar and restaurant
income exclusive of value added tax

Joining fees are non-refundable and are recognised 1n the accounting period in which they are received
Subscriptions received prior to the period to which they relate are recorded as deferred income and
released n accordance with the period of membership When a member fails to pay their subscription,
no turnover is recognised until cash 15 collected

Pensions

The company operates a defined contribution scheme Contributions are charged 1n the profit and loss
account as they become payable 1n accordance with the rules of the scheme The assets of the scheme
are mmvested and managed independently of the finances of the company

Taxation
Current tax, including UK corporation tax, 1s provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recogtused in respect of all iming differences that have originated but not reversed at
the balance sheet date where transactions or events that result in an oblhgation to pay more tax in the
future or a right to pay less tax in the future have occurred at the balance sheet date Timing differences
are differences between the Group's taxable profits and 1ts results as stated in the financial statements
that arise from the inclusion of gains and losses in tax assessments 1n periods different from those 1n
which they are recognised 1n the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only to the extent that, on
the basis of all available evidence, 1t can be regarded as more hkely than not that there will be suutable
taxable profits from which the future reversal of the underlying timing differences can be deducied

Deferred tax 1s not provided on timing dsfferences arising from the revaluation of fixed assets where
there 1s no binding commuiment to sell the asset




Castledene Leisure Limited

Notes To The Financial Statements (continued)
at 31 December 2009

ACCOUNTING POLICIES (continued)

Taxation (continued)

Deferred tax 1s recogmsed 1n respect of the retained earnings of overseas subsidiaries and associates
only to the extent that, at the balance sheet date, dividends have been accrued as recervable or a binding
agreement to distnibute past earnings in future has been entered into by the subsidiary or associate

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods mn which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date Deferred tax 15 measured on a non-discounted basis

Tangible fixed assets

Prior to the adoption of FRS 15 n the financial year ended 5 March 2000, land and buildings were
regularly revalued on a cychical basis  Since the adoption of FRS 15, the company policy has been not
to revalue 1ts land and busldings

Consequently, the transitional provision of FRS 15 has been applied and, while previous valuations
have been retained, they have not been updated Other fixed assets are stated at cost

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for
impairment Depreciation 15 provided on all tangible fixed assets, other than freehold land, at rates
calculated to wnite off the cost or valuation, less estunated residual value, of each asset on a straight-
line basis over 1ts expected useful life, as follows

® long leasehold properties and leasehold nterests are depreciated to their estimated residual values
over the shortest of 50 years, their useful economic lives, or therr remaining lease penods,

»  furniture, plant and machinery 1s depreciated over a period of three to twenty years, and

* residual value 1s calculated on prices prevailing at the date of acquisition

Where there 1s evidence of tmpaument, fixed assets are written down to the recoverable amount Any
such write down would be charged to operating profit

Site development costs capitalised represent deposits paid and associated costs incurred n respect of
the development of new sites No depreciation 1s charged until the new club is brought into operation

Finance costs

Fiance costs which are directly atiributable to the construction of tangible fixed assets are capitalised
as part of the cost of those assets The commencement of capitalisation begins when both finance costs
and expenditures for the asset are being mcurred and activities that are necessary to get the asset ready
for use are 1n progress Capitahsation ceases when substantially all the activities that are necessary to
get the asset ready for use are complete

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term Benefits
received and receivable as an incentive to sign an operating lease are similarly spread on a straight-line
basis over the lease term, except where the period to the review date on which the rent 1s first expected
to be adjusted to the prevailing market rate 1s shorter than the full lease term, in which case the shorter
period 15 used

In 2009 the company changed its accounting policy for minimum lease rental payments whereby future
fixed inflationary rental uplifis are now spread over the lease term This has resulted n a restatement of
the prior year figures to reflect this change 1n policy, see note 8

Cash flow statement

The company has taken advantage of the exemption under Financial Reporting Standard ! not to
prepare a cash flow statement as 1t 1s a wholly owned subsidiary, and the parent company prepares a
consolidated cash flow statement, whose accounts are publicly available



Castledene Leisure Limited

Notes To The Financial Statements (continued)
at 31 December 2009

2.

OPERATING PROFIT

Operating profit 1s ammived at after charging
Period to
31 December 2009

£000
Depreciation of tangible fixed assets 234
Operating lease rentals - land and buildings 804
Non-cash Rent 297

Audrtors’ remuneration of £2,000 (2008, £2,000) was borne by another group
period ended 31 December 2009

PROFIT ON DISPOSAL OF FIXED ASSETS
Period to
31 December 2009
£000

Profit on disposal of fixed assets -

Period te

1 January 2009
(Restated)
£°000

226
187
19

undertaking for the

Period to
1 January 2009
£°000

10,205

The profit on sale of fixed assets in 2008 arose from the restructuring to sell the land and buildings of
the company to a related party property company under common ownership to the Group The land
and buildings were sold for a total consideration of £13,322,159 to David Lloyd Leisure Property
Holdings No 3 Limited The property 1s stilt being operated as a David Lloyd site and 1s being leased

on a 25 year operating lease which commenced 1n October 2008

INTEREST RECEIVABLE
Period to Period to
31 December 2009 1 January 2009
£000 £000
Intercompany interest receivable 1,910 617
1,910 617

10



Castledene Leisure Limited

Notes To The Financial Statements (continued)

at 31 December 2009

5.

EMPLOYEES

Clubs

Staff costs, including directors

Wages and salanes
Social security costs
Other pension costs

DIRECTORS’ REMUNERATION

The average monthly number of employees, mcluding directors, for the year was

Period to Period to

31 December 2009 1 January 2009
No No.

46 64

46 64

Period to Period to

31 December 2009 1 January 2009
£°000 £°000

813 787

96 60

909 847

The directors’ remuneration for services to the company has all been paid by and 15 disclosed n the

financial statements of David Lloyd Leisure Limited

11



Castledene Leisure Linited

Notes To The Financial Statements (continued)
at 31 December 2009

7. TAXATION

Analysis of the tax charge for the period

Period to Period to
31 December 2009 1 January 2009
(Restated)
£000 £'000
Current tax
Prior year adjustment 14 1
14 1
Deferred tax (see note 11)
Current year/period movement (45} (36)
Prior year adjustment - 54
(45) 18
Total tax (credit)/charge on profits for the period (31 19
Factors affecting the tax charge for the period
Period to Period to
31 December 2009 1 January 2009
(Restated)
£000 £°000
Profit for the period 2,278 11,914
Tax at UK corporation tax rate of 28% (1 January 2009 638 3,395
28 5%)
Effects of
Difference between depreciation and capital allowances 45 37
Rollover relief on profit on disposal of property - (2,898)
Prior year adjustment 14 -
Depreciation on non-quahfying assets 21 14
Group tax relief recerved for no payment (705) (548)
Non-deductible expenses 1 -
Current tax charge for the penod 14 -

Factors that may affect future tax charges

The company has transferred all operations, assets and liabihties to another group company

Accordingly, no future tax charges will arise in this company

Details of the company’s deferred tax provision are given in note 11



Castledene Leisure Limited

Notes To The Financial Statements (continued)
at 31 December 2009

8. PRIOR YEAR ADJUSTMENT
The Company policy for calculation of the rental charge was changed durning the year to recogmise all
minimum lease payments, including fixed future inflationary uplifts n reni, on a straight-line basis

over the lease term The directors consider that the new policy reflects a better application of the
requirements of SSAP21 to record rent on a straight line basis

The effects of the change 1n policy are summarised below

52 week period to 52 week period

£000 £°000
Profit and loss account
SSAP 21 non-cash rent spreading adjustment {297) (19
Decrease in profit for the financial year 297 (19
Balance sheet
Amounts owed by group undertakings (316) (19
Decrease 1n net assets 316) (N
Reserves brought forward (9 -
Profit and loss account for year 297) (19)
Shareholders’ deficit (316) (19
9. TANGIBLE FIXED ASSETS
Leaseholdd  Furniture, plant
improvement and equipment Total
£000 £7000 £000
Cost
At 1 January 2009 91 3,649 3,740 i
Additions 2 - 2 ‘
Disposals 93) (3,649) (3,742) :
At 31 December 2009 - ; - ‘
Accumulated ;
Depreciation
At | January 2009 - 1,336 1,336 ‘
Charge 1n year 4 230 234 |
Disposals @ (1,566) (1,570) |
At 31 December 2009 - - - ‘
Net book value :
At 31 December 2009 - - -
At I January 2009 91 2,313 2,404 !

13



Castledene Leisure Limited

Notes To The Financial Statements (continued)
at 31 December 2009

9. TANGIBLE FIXED ASSETS (continued)

All of the assets disposed of were sold at net book value to David Lloyd Leisure Ltd as part of the group’s
corporate simplification project

The historic cost of leasehold improvements at 31 December 2009 was £N1l (1 Janvary 2009 £91,000)

10. DEBTORS: DUE WITHIN ONE YEAR
31 December 2009 1 January 2009
£000 £°000
Amounts owed by group undertakings 22,850 18,424
22,850 18,424

The intercompany debtor of £22,850,000 1s repayable on demand earning interest at an arms length
basis calculated on the cost of debt of the group of 9 64% for the period ended 31 December 2009 (1
January 2009 9 75%)

I PROVISIONS FOR LIABILITIES AND CHARGES
31 December 2009 1 January 2009
£°000 £'000
Deferred Tax
Accelerated capital allowances - 289
- 289
Provision at start of peniod 289 271
Prior year adjustment - 54
Current year/period movement (45) (36)
Transfer of trade to David L.loyd Leisure Ltd (244) -
Provision at end of period - 289
12 SHARE CAPITAL
31 December 2009 1 January 2009
£000 £000
Authorised
5,000,000 ordinary shares of 10 pence each (1 January 500 500

2009 35,000,000)

Allotted and fully paid
2,000,000 ordmnary shares of 10 pence each (1 January 200 200
2009 2,000,000)

14




Castledene Letsure Limited

Notes To The Financial Statements (continued)

at 31 December 2009

13. STATEMENT OF MOVEMENT IN SHAREHOLDERS FUNDS

Share Capital Profit and loss Total

account
31December 31December 31December
2009 2009 2009
£000 £'000 £°000
Opening balance as previously reported 200 20,360 20,560
Prior Year Adjustment - (19) (19)
Opening Balance restated 200 20,341 20,541
Movement 1n the period - 2,309 2,309
Closing balance restated mn prior year 200 22,650 22,850

14. MOVEMENT IN SHAREHOLDERS FUNDS

Opening shareholders’ (deficit) / funds
Profit / (Loss) for the perod

Closing shareholders’ deficit

15, RELATED PARTY DISCLOSURES

31 December 2009

1 January 2009

(restated)

£000 £000
20,541 8,665
2,309 11,876
22,850 20,541

The company has relied on the exemptions under FRS 8 from disclosing transactions with other Group
companies on the basis that the company 1s a wholly owned subsidiary

During the period the company entered into transactions, 1n the ordinary course of business, with David
Lloyd Leisure Properties No 3 Limited, which 1s not a Group company Transactions entered into and

paid at 31 December 2009, are as follows

Related party

David Lloyd Leisure Properties No 3 Limited
52 weeks to 31 December 2009

52 weeks to 1 January 2009

Rent paid to
related party
£000

804

804

187

15




Castledene Leisure Linuted

Notes To The Financial Statements (continued)
at 31 December 2009

16

17.

18.

FINANCIAL COMMITMENTS AND GUARANTEES
Operating lease commitments

The payments which the company is commuitted to make n the next year under operating leases are as
follows

Land and Land and
buildings buildings
31 December 2009 1 January 2009
£°000 £000
Leases which expire
After five years - 852
- 852

As part of the group restructuring the lease previcusly assigned to Grasspost Limited was reassigned to
Dawid Lloyd Leisure Limited

CONTINGENT LIABILITY

As part of the overall group financing, the company has pledged its assets as collateral for the
£138,622,000 loan to David Lloyd Leisure Group Limited All compames within the Group are joint
and severally liable for this amount should David Lloyd Leisure Group Limited be unable to meet 1ts
obligations under this loan

ULTIMATE PARENT UNDERTAKING

The company’s immediate parent undertaking 1s David Lloyd Leisure Limited, a company incorporated
in England and Wales The ultimate parent undertaking 1s David Lloyd Leisure Operations Holdings
Limited, a company mcorporated in England and Wales

These are the smallest and largest group undertakings for which group financial statements are prepared
and of which the company 1s a member The financial statements of Dawvid Lloyd Leisure Operations
Holdings Limited can be obtained from the Registrar of Compantes, Companies House, Crown Way,
Cardiff CF14 3UZ
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