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WRIGHT LEISURE LIMITED

GROUP STRATEGIC REPORY
FOR THE PERIOD ENDED 31 DECEMBER 2017

Introduction

The directors present their report and the financial statements for the Group for the year ended 31 December
2017.

Principal activities
The principal activity of the Group is the development and operation of low cost, high volume Fitness Clubs.

The Group’s aim is fo offer the best value for money in the industry and best customer experience within the
low-cost sector.

Review of the business

The directors are pleased to report another period of turnover growth, driven by new ciub openings and
increasing membership numbers. This has further established Wright Leisure Limited as one of the UK's
leading owners and operators of low-cost gyms.

Supported by an additional £3m of funding invested by the Business Growth Fund and the majority shareholder
in November 2017, together with increased Lloyds Bank debt facilities during 2017, the Group opened a further
3 clubs during the period. :

This represented a slow-down in the growth rate of the Group’s estate as the business embarked on a rigorous
refinancing process. The Group are pleased to confirm this process has concluded post yvear end and resuited
in the securing of a new financing deal providing funding to continue its estate expansion.

The directors are confident that whilst there are still some major challenges to overcome in the short-term, the
business is in a strong position both financially and structurally to deliver the best value and standards for its
members and uphold its position as a major player in the low-cost fitness sector.

The geographical spread of the business continues to expand, with a mature presence in locations such as
|ancashire and Yorkshire as well as expansion into Scotland, Wales, the East and West Midlands and the
South of England, with Scotland leading the Group's performance tables showing the success of the brand in
these new regions.

The pipeline for expansion includes both further openings in new geographic regions together with infill
openings within existing regions.

The growth in clubs, and continuing maturity of the existing estate, resuited in an increasé in our open club
membership base of 13.3% (2016 -~ 18.6%) during the year. Member satisfaction and our continued increase in
membership numbers reflect the ongoing effectiveness of our customer delivery and business model.

We use a number of key performance indicators to measure our performance. These include turnover and
EBITDA of trading gyms. A summary table is provided below:




WRIGHT LEISURE LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

12 months to 12 months to Movement

December December

2017 2016

£'000 £'000 £'000 %o
Turniover 37,370 30,739 6,631 216
Operating (loss) / profit (after pre- {4,483) (3,751) (732) 195
opening costs)
Operating(loss)/profit  {before  pre- {1,579) (542) {1,037) 191.3
opening costs & exceptional costs)
Gym EBITDA* 8,663 6,142 2,521 41.1
Group EBITDA** 2,881 3,176 (295) {9.3)

Review of the business continued

The Group has achieved turnover growth of 21.6% in the year, this is as a direct result of increasing average
member numbers and an increase in the average vield per member of 3.2%.

The operating loss of £4.5m (2016: £3.8m) noted above is after charging £2.2m (2016: £3.2m) of pre-opening
costs and £0.6m exceptional costs (as per note 5 of the group accounts) to the P&L during the year.

Both the Group and gym EBITDA have been impacted significantly in 2017 by the change in the group’'s
operating model in relation to its personal trainers. The Group made the commercial decision to move personal
trainers onto an employed basis with a phased transition during 2017 across its entire estate.

The main driver behind the change in the Group’s operating model being to give greater control over the quality
of service provided to members and to assist with recruitment and retention of the highest quality persenal
trainers to deliver the best customer experience to its members. This has resulted in an additional net cost for
the business in 2017 of £1.9m.

Gym EBITDA* is defined as earnings before interest, taxation, depreciation, amortisation, head office costs,
pre-opening costs and exceptional costs.

Group EBITDA** is defined as earnings before interest, taxation, depreciation, amortisation, pre-opening cosis
and exceplional costs.




WRIGHT LEISURE LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Funding and post balance sheet events

Growth continues to be financed through a mixture of cash generated from operations, bank debt and equity
investment.

After the balance sheet date, the directors are pleased to announce a restructuring of its debt facilities, which
involved settlement of all outstanding Lloyds Bank debt and refinancing with Proventus Capital Partners. The
refinancing has provided the business with a £42m committed facility. This represents a significant investment
that will pravide the business with the funding to facilitate implementation of both its short and longer-term
growth strategies and will enable the Group to further invest and capitalise on its position in the market place.

As part or the debt restructure in 2018, two new companies were formed to facilitate the refinancing with Wright
Leisure Limited and all subsidiaries being acquired by Wright Leisure Topco Limited on 30 April 2018. Wright
Leisure Limited continues to be the only trading company within the group.

The directors remain confident about the continued future expansion of the Group, backed by both the external
investment of the Business Growth Fund and the recently restructured facility with Proventus Capital Partners
providing the group with the funding to create the infrastructure required to drive the growth of the estate.

Principal risks and uncertainties

The Group is subject to a number of risks and uncertainties. Its business model is based upon it being able to
generate revenue from selling memberships to new customers and maintaining the memberships of existing
customers. The Group is therefore to some extent exposed to the general economic environment and
consumer confidence. The directors believe that the Group's pricing policy, combined with the predominance of
12 month memberships, mitigates these risks to an acceptable and manageable degree.

The Group regularly monitors its cash flow requirements through the use of short and long-term cash flow
forecasting.

This report was approved by the board on |o| iol 2101% and signed on its behalf,

/SCLs

C J Storr
Director




WRIGHT LEISURE LIMITED

- DIRECTORS’ REPORT
FOR THE PERIOD ENDED 31 DECEMBER 2017

The directors present their report and the financial statements for the period ended 31 December 2017.

Statement of directors’ responsibilities in respect of the strategic report, the directors’ report
and the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the group and
parent company financial statements in accordance with applicable law and regulations.

Company iaw requires the directors to prepare group and parent company financial statements for each
financial year. Under that law they have elected to prepare the group financial statements in accardance with
IFRSs as adopted by the EU and applicable law and have elected to prepare the parent company financial
statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice)}, including FRS 101 Reduced Disclosure Framework.

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 group and parent company and of their profit or loss for
that period. In preparing each of the group and parent company financial statements, the directors are
required to:

« select suitable accounting policies and then apply them consistently;

+ make judgements and estimates that are reasonable and prudent;

=« for the group financial statements, state whether they have been prepared in accordance with IFRSs
as adopted by the EU;

« for the parent company financial statements, state whether applicable UK Accounting Standards have
been followed, subject to any material departures disclosed and explained in the financial statements;
and

= prepare the financial statements on the going concemn basis unless it is inappropriate to presume that
the group and the parent company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the parent company’s transactions and disclose with reasonable accuracy at any time the financial position of
the parent company and enable them to ensure that its financial statements comply with the Companies Act
2006. They have general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the group and to prevent and detect fraud and other irregularities.

Results and dividends

The loss for the period, after taxation, amounted to £6,620,064 (2016 - loss £5,441,809).

No dividends have been paid by the group in the current or previous period.

Directors

The directors who served during the period were:

J C Wright

P A Boddy

S J Perrin

R D Taylor

S P Tutt (resigned 27 July 2018)

C J Storr (appointed 24 April 2017)

P W Wright was subsequently appointed as a director on 30 July 2018.

Future developments

The directors are not expecting to make any significant changes in the nature of the business in the near future.




WRIGHT LEISURE LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE PERIOD ENDED 31 DECEMBER 2017

Policy Regarding Employment of Disabled Persons and Employee Involvement

Wright Leisure Limited T/A XercisedLess operates an equal opportunities policy that aims to treat individuals
fairly and not to discriminate based on sex, race, ethnic origin, age, disability or on any other basis. The
Group's recruitment policy and practices are designed to provide for fair consideration and selection of
applicants from all backgrounds, and to ensure that colleagues are properly trained to perform safely and
effectively their work, and to provide career opportunities that allow them to fulfil their potential.

Where a colleague becomes disabled during employment, the Group will actively seek to retain them wherever
possible by considering reasonable adjustments fo their work and work environment or by retraining them to
undertake altemative work, where possible.

The Group invests in employee involvement through a range of practices designed to increase employee
information about the Group, particularly relating to Group performance and matters concerning colleagues.

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company’s auditors are
unaware, and

» the director has taken all the steps that ought to have been taken as a director in order to be aware of
any relevant audit infformation and to establish that the Company's auditors are aware of that information.

Post balance sheet events

In April 2018 the husiness successfully restructured its debt facilities, settling all outstanding Lloyds Bank
facilities and refinancing with Proventus Capital Partners. The refinancing has provided the business with a
£42.2m committed facility. This represents a significant investment that will provide the business with the
funding to facilitate implementation of both its short and longer-term growth strategies.

As part of the Proventus debt restructuring two new companies were created to facilitate the refinancing
transaction creating a new group structure from April 2018 onwards. Wright Leisure Limited continues to be the
only trading company of the group.

Auditors
Under section 487(2) of the Companies Act 2006, KPMG LLP will be deemed to have been reappointed as

auditors 28 days after these financial statements were sent to members or 28 days after the latest date
prescribed for filing the accounts with the registrar, whichever is earfier.

This report was approved by the board on |o| 10 ] 11 and signed on its behalf.
S~
o -

C J Storr

Director

Registered office Unit 1 Kirkstall Industrial Estate
Kirkstall Road
Burley
Leeds
West Yorkshire
LS4 2AZ




WRIGHT LEISURE LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF WRIGHT LEISURE LIMITED

Opinion

We have audited the financial statements of Wright Leisure Limited (“the company”) for the year ended 31
December 2017 which comprise the consolidated statement of comprehensive income, consolidated statement
of financial position, consolidated statement of changes in equity, consolidated statement of cash flows,
company statement of financial position, company statement of changes in equity and related notes, including
the accounting policies in note 1.

In our opinion:

» the financial statements give a true and fair view of the state of the group's and of the parent company’s
affairs as at 31 December 2017 and of the group's loss for the year then ended;

» the group financial statements have been properly prepared in accordance with International Financial
Reporting Standards as adopted by the European Union;

« the parent company financial statements have been properly prepared in accordance with UK accounting
standards, including FRS 101 Reduced Disclosure Framework; and

s the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“1SAs (UK)") and
applicable law. Qur responsibilities are described below. We have fulfilled our ethical responsibilities under,
and are independent of the group in accordance with, UK ethical requirements inciuding the FRC Ethical
Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our
opinion,

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that
basis for a period of at least twelve months from the date of approval of the financial statements. We have
nothing to report in these respects.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work:

» we have not identified material misstatements in the strategic report and the directors’ report;

* in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

» n our opinion those reports have been prepared in accordance with the Companies Act 2006.




WRIGHT LEISURE LIMITED

INDEPENDENT AUDITORS® REPORT TO THE MEMBERS OF WRIGHT LEISURE LIMITED (CONTINUED)

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:

+ adequate accounting records have nof been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or

+ the parent company financial statements are not in agreement with the accounting records and returns; or
* certain disclosures of directors’ remuneration specified by faw are not made; or
+ we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on pages 4 and 5, the directors are responsible for: the
preparation of the financial statements and for being satisfied that they give a true and fair view; such internal
control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing the group and parent company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern; and using the going
concern basis of accounting unless they either intend to liquidate the group or the parent company or to cease
operations, or have no realistic alternative but to do so.

Auditor's responsibilities

Our objectives are to oblain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue our opinion in an auditor's report.
Reasonable assurance is a high level of assurance, but does not guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilties is provided on the FRC's website at
www fre org uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solefy to the company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our 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 auditor's report and for no other purpose. To the
fullest extent permjited by law, we do not accept or assume responsibility to anyone other than the company
and the company'y members, as a body, for our audit work, for this report, or for the opinions we have formed.

Johnathan Pass (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 Sovereign Square

Sovereign Street

Leeds

LS1 4DA

Date L«_-;[Us:: !Z‘:ﬁl_/b




WRIGHT LEISURE LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE iINCOME
FOR THE PERIOD ENDED 31 DECEMBER 2017

Revenue
Cost of sales
Gross profit

Administrative expenses

2017 2016

Note £ £

4 37,369,889 30,738,953

(494,305)  (552,068)

36,875,584 30,186,885

(41,358,424) (33,937,627)

Operating loss 5 {3,750,742)
eing: Tmmmmmm—m——
roup Adjusted EBITDA 1 B 3,175,742
- Depreciation & loss on disposal of Fixed assets 5 N A51)  (3,717,723)
- Pre Opening Costs 5 {2 71)  (3,208,761)
- Exceptional items 5 ) : ~

Interest payable and expenses
Loss before tax

Tax on loss

Loss for the financial period
Other comprehensiva income:

Items that will not be reclassified to profit or loss:

Total comprehensive income for the period/year

o (2134,018) (1,770,035)

(6,616,858) (5.520,777)

10 (3,206) 78,968

~{6.620,064) _ (5.441,800)

—16,620,064) __(5.441,800)

1 Group Adjusted EBITDA is a non-GAAP metric used by management and is not a IFRS disclosure.




WRIGHT LEISURE LIMITED
REGISTERED NUMBER: 07572128

CONSOLIDATED STATEMENT OF FINANCIAL POSITION-
AS AT 31 DECEMBER 2017

2017 2016
Note £ £
Non-current assets
Property, plant and equipment 1 31,423,052 33,178,358
Deferred tax asset 10 368,855 372,061
Other receivables 12 120,000 70,000
31,911,907 33,620,419
Current assets
Inventories 180,261 138,100
Trade and other receivables 12 2,951,007 2,773,656
Cash and cash equivalents 13 1,660,216 1,626,746
4,791,484 ——272—5—3—5.56—2—
Total asseis 36,703,391 38,158,921
Current liabilities
Other-interest bearing loans and borrowings 14 (12,850,516} {4,925,521)
Trade and other payables 14 {17,373,062) {18,206,313)
{30,223,578) (24,131,834)
Non-current liabilities
Other-interest bearing loans and borrowings 15 {20,758,353) (21,813,755)
Other payables 15 (3,905,700) (3.777,508)
(24,664,053) (25,501.263)
Total liabilities (54,887,631) (49,723,097)
Net liabilities (18,184,240} (11,564,176)
Capital and reserves
Called up share capital 19 2 2
Revaluation reserve - 17,521
Other reserves - 148,741
Profit and loss account 20 {18,184,242) {11,730,440)
{18,184,240) {11,564,176)
9



WRIGHT LEISURE LIMITED
REGISTERED NUMBER: 07572128

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

The financial statements were approved and authorised for issue by the board and were signed on its behalf
by:  iofio] 201]

C J Storr
Director

Date: /o//cy /5

The notes on pages 14 to 35 form part of these financial statements.

10



WRIGHT LEISURE LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 31 DECEMBER 2017

Profit and
Called up Revaluation Other loss
share capital reserve reserves account Total equity
£ £ £ £ £
At 1 January 2017 2 17,521 148,741 (11,730,440) (11,564,176)
Total Comprehensive income for
the period
Loss for the period - - - (6,620,064) (6,620,064)
Total comprehensive income for
the period - - - (6,620,064) (6,620,064)
Total transactions with owners - - - - -
Transfers between reserve
classes (17.521) (148,741) 166,262 -
At 31 December 2017 2 - - (18,184,242} _(18,184,240)

The notes on pages 14 to 35 form part of these financial statements.

11



WRIGHT LEISURE LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 31 DECEMBER 2016

Called up Revaluation Other Profit and
share capital reserve reserves loss account Total equity
£ £ £ £ £
At 1 January 2016 2 17,521 148,741 (6,288,631) (6,122,367)
Total Comprehensive income for
the period
Loss for the year - - - {5,441,809) (5,441,809)
Other comprehensive income for
the year - - - - -
Total comprehensive income for
the year - - - {5,441,809) (5,441,809)
Total transactions with owners - - - - -
At 31 December 2016 2 17,521 148,741 _(11,730,440) _{11,564,176)
The notes on pages 14 to 35 form part of these financial statements.
12



WRIGHT LEISURE LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 31 DECEMBER 2017

2017 2016
£ £

Cash flows from operating activities
Loss for the financial period (6,620,064) (5,441,809)
Adjustments for:
Depreciation of tangible asseis 4,474,206 3,716,723
interest paid {361,074) {385,975)
Lass on disposal of tangible assets 23,945 -
Finance expense 2,134,018 1,770,035
Taxation charge/(credit) 3,206 (78,968)
(Increase) in stocks (42,161) (12,384)
{Increase) in debtors ’ (227,351} (1,215,896)
(Decrease)fincrease in creditors {3,169,062) 6,953,286
Net cash (used in)/generated from operating activities {3,784,337) 5,305,012
Cash flows from investing activities
Purchase of tangible fixed assets {2,782,564) (12,428,113)
Sale of tangible fixed assets 39,723 95,784
Net cash from investing activities E {2,742,841) (12,332,329)

Cash flows from financing activities

New secured loans 6,581,474 8,547,113
Receipt of landlord incentives ' 1,464,003 1,145,978
Repayment of/new finance leases 288,115 (1,134,699)
Interest paid {1,772,944) (1,384,060)
Net cash used in financing activities 30 6,560,648 7,174,332
Net increase in cash and cash equivalents 33,470 147,015
Cash and cash equivalents at beginning of period 1,626,746 1,479,731
Cash and cash equivalents at the end of period 1,660,216 _ 1,626,746
Cash and cash equivalents at the end of period comprise:
Cash at bank and in hand 1,660,216 1,626,746
The notes on pages 14 to 35 form part of these financial statements.

13



WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

General information

The principal activity of the Group is that of operating low cost Gym clubs with the aim of offering best
value for money in the industry.

The registered address of the Company is Unit 1 Kirkstall Industrial Estate, Kirkstall Road, Burley, Leeds,
LS4 2AZ.

Accounting policies
2.1 Basis of preparation of financial statements

The Consolidated Financial Statements have been prepared in accordance with International
Financial Reporting Standards ('IFRS') as adopted for us in the EU and with those parts of the
Companies Act applicable to companies reporting under IFRS. The functional currency of each
entity in the group is Pounds Sterling and the Consolidated Financial Accounts are presented in this
currency. The figures for the parent company are presented separately.

The Consolidated Financial Statements have been prepared on a going concern basis under the
historical cost convention as modified by the recognition of the financial liabilities at fair value
through the profit and loss.

Standards issued not yet effective

At the date of authorisation of these Financial Statements, the following new standards and
interpretations which have not been applied in these Financial Statements were in issue but not yet
effective, and in some cases had not yet been adopted by the EU:

* Amendments to IFRS 2: amendments - Classification and Measurement of Share-based Payment
Transactions (effective 1 January 2018)

* Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
(effective 1 January 2018)

The Group has assessed the impact of IFRS 9 which uses a single approach to determine whether
a financial asset is measured at amortised cost or fair value, replacing many different rules in IFRS
39. The approach in IFRS 9 is based on how an entity manages its financial instruments and the
contractual cash flow characteristics of the financial asset.

Given the level of financial assets the Group has and the nature of its financial assets, the Group
does not believe the impact witl be material.

* Annual improvements IFRS Standards 2014-2016 Cycle (effective 1 January 2018) and Annual
improvements IFRS Standards 2015-2017 Cycle (effective 1 January 2019)

* Amendments to IAS 19: Plan amendment, curtailment or settlement (effective 1 January 2019)

* Amendments to IAS 28: Long-term Interests in Associates and Joint Ventures (effective 1 January
2019)

* Amendments to IAS 40: Transfers of Investment Property (effective 1 January 2018)

* Amendments to References to the Conceptual Framework in IFRS Standards (effective 1 January
2020)

* IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective 1 January 2018)

* IFRIC 23 Uncertainty over Income Tax Treatments (effective 1 January 2019)

14



WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

* IFRS 15 - Revenue from Contracts with Customers (effective 1 January 2018)

The Group is required to adopt IFRS 15 from 1 January 2018. IFRS 15 establishes a
comprehensive framework for determining whether, how much and when revenue is recognised. It
replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction
Contracts and IFRIC 13 Customer Loyalty Programmes. Currently only IAS 18 Revenue appilies to
the Group's accounts.

The largest element of the Group’s revenue is membership income which is accounted for on a
cash basis with the membership fees paid in advance of the outflow of economic benefits been
deferred and recognised in the period in which the services are provided.

Whilst a full impact assessment on each revenue stream has not yet been performed, given the
nature of accounting for membership income and invoicing of other revenue streams the Group
does not believe the impact will be material.

* IFRS 16 - Leases (effective 1 January 2019)

IFRS 16 specifies the recognition, measurement, presentation and disclosure of leases. This
standard provides a single lessee accounting model, requiring the lessee to recognise assets and
liabilities for all leases unless the lease term is 12 months or less or the underlying asset has a low
value. While the Group continues to assess the detailed impact of adopting IFRS 16, given
significant leasing arrangements within the Group, the adoption of this standard is expected io have
a material impact on the Group's Financial Statements.

“IFRS 17 - Insurance contracts (effective 1 January 2021)
With the exception of IFRS 186, the adoption of these Standards and interpretations is not expected

to have a material impact on the Financial Statements of the Group in the pericd of initial application
when the relevant standards come into effect.

15
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting policies {continued)

2.2 Going concern

23

Whilst the Group makes a net operating loss and has net liabilities, the directors have a reasonable
expectation that the Company and Group have adequate resources to continue in operational
existence for the foreseeable future.

The parent has provided a statement of guarantee over the companies in the group that they have
adequate resources to continue in operational existence for the foreseeable future. The directors
have considered all information about the future available to them when assessing whether the
company is a going concern, including forecasts extending beyond twelve months from the balance
sheet date and the continuing availabilily of borrowing facilities including compliance with all terms
therein.

In April 2018 the business successfully restructured its debt facilities, setfling all outstanding Lloyds
Bank facilities and refinancing with Proventus Capital Partners. The refinancing has provided the
business with a £42 2m committed facility. This represents a significant investment that will provide
the business with the funding to facilitate implementation of both its short and longer term growth
strategies.

The adoption of the going concern basis in preparing the financial statements is therefore
considered appropriate. :

Property plant and equipment

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset {o the location and condition necessary for it to be capabie
of operating in the manner intended by management.

16



2.

WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting policies (continued)

2.3 Property plant and equipment {continued)

2.4

2.5

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

The estimated useful lives range as follows:

Long-term leasehold property - Equal instalments over the period of lease

Motor vehicles - b years
Fixtures and fittings - 5 years
Gym equipment - 6 years

Assets under construction are not depreciated as relate to gyms which are not yet in operation.

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of Comprehensive Income.

Trade and other receivables

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liquid investments that
mature in ho more than three months from the date of acquisition and that are readily convertible to
known amounts of cash with insignificant risk of change in value.
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting policies (continued)

2.6 Financial instruments

The Company recognises financial instruments when it becomes a party to the contractual
arrangements of the instrument. Financial instruments are de-recognised when they are discharged
or when the contractual terms expire. The Company's accounting policies in respect of financial
instruments transactions are explained below:

Financial assets
The Company classifies all of its financial assets as loans and receivables.
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 arise principally through the provision of goods and
services to customers (e.g. trade receivables), but also incorporate other types of contractual
monetary asset. They are initially recognised at fair value plus transaction costs that are directly
attributable to their acquisition or issue, and are subsequently carried at amortised cost using the
effective interest rate method, less provision for impairment.

impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the
Company will be unable to collect all of the amounts due under the terms receivable, the amount of
such a provision being the difference between the net carrying amount and the present value of the
future expected cash flows associated with the impaired receivable. For trade receivables, which
are reported net, such provisions are recorded in a separate allowance account with the loss being
recognised within administrative expenses in the Statement of Comprehensive Income. On
confirmation that the trade receivable will not be collected, the gross carrying value of the asset is
written off against the associated provision.

Financial liabilities

The Company classifies its financial liabilities into one of the categories discussed below, depending
on the purpose for which the liability was acquired.

At amortised cost

Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value
net of any transaction costs directly atiributable to the issue of the instrument. Such interest bearing
liabilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense over the period to repayment is at a constant rate on the
balance of the liability carried into the Statement of Financial Position.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting policies (continued)
2.7 Trade and other payables

Creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers.

Creditors are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method.

2.8 Finance costs

Finance costs are charged to the Statement of Comprehensive Income over the term of the debi
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument.

2.9 Operating leases: the Company as lessee

Rentals paid under operating leases are charged to the Statement of Comprehensive income on a
straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, uniess another systematic basis is representative of the time
pattern of the lessee's benefit from the use of the leased asset.

2.10 Employee benefits
Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is
a pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The confributions are recognised as an expense in the Statement of Comprehensive Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Statement of Financial
Position. The assets of the plan are held separately from the Company in independently
administered funds.

2.11 Borrowing costs

All borrowing costs are recognised in the Statement of Comprehensive Income in the period in
which they are incurred.

2.12 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or
constructive obligation that probably requires settlement by a transfer of economic benefit, and a
reliable estimate can be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that
the Company becomes aware of the obligation, and are measured at the best estimate at the
Statement of Financial Paosition date of the expenditure required to settle the obligation, taking into
account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting policies (continued)
2.13 Current and deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in the
Statement of Comprehensive income, except that a charge attributable to an item of income and
expense recognised as other comprehensive income or to an item recognised directly in equity is
also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the Company
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits; and
. Any deferred tax balances are reversed if and when all conditions for retaining associated tax

allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values
of assets acquired and the future tax deductions available for them and the differences between the
fair values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is
determined using tax rates and laws that have been enacled or substantively enacted by the
reporting date.

2.14 Exceptional items and pre-opening costs
Pre-opening costs
As in previous years further one-off costs were afso incurred as pre-opening costs of clubs. These
are the non-capital costs expensed into the Profit and Loss before the club opens for trade to its
members. Pre-opening costs were incurred excluding any IFRS adjustments above of £2,247,271
in the year ended 31 December 2017 (2016: £3,208,761).
Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the Group but
are presented separately due to their size or incidence.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Judgments in applying accounting policies and key sources of estimation uncerfainty

The preparation of the Financial Statements in accordance of 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 pelicies 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 directors 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 Statements within the next financial
year are set out below.

Critical judgements in applying the Group’s accounting policies
Lease classification

The Group is required to assess whether operating leases to which the Group is party have the
characteristics of finance leases in which they are capitalised within property, plant and equipment and a
lease liability recorded. In order to do this management consider a number of indicators which require
management to make estimates as follows:

* useful expected economic life;
* implicit interest rate under the lease: and
* present value of future cash flows under the lease.

Source of estimation and uncertainty
Depreciation

The Group reviews the estimated useful lives and residual vaiues of its fixed assets annually to ensure
they continue to be a reasonable estimation of the useful lives and residual values of those fixed assets.
New additions of fixed assets are subject to the same level of review. The assets are depreciated over
their estimated useful lives to their residual values.

Revenue

Revenue primarily represents amounts receivabie for goods and services net of VAT supplied in the
principal activities of the company and non-refundable fees received during the year. Member income
includes membership subscriptions and joining fee income. Membership fees paid in advance of the
oufflow of economic benefits have been deferred and recognised in the period in which the services are
provided, whilst joining fees are recognised immediately as revenue. Other income includes various
ancillary revenue streams which are recognised in the period to which they relate.

2017 2016

£ £

Sales from goods sold 1,592,442 1,268,428
Sales from services provided 35,777,447 29,470,525
—=0,363,880 30,738,953
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

5. Expenses
The expenses are stated after charging:
2017 2016
£ £
Depreciation of tangible fixed assets 4,474,206 3,717,723
Loss on disposal of fixed assets 23,945 0
Defined confribution pension cost 43,438 32,625
Operating lease rentals net of lease incentives including first year IFRS
adjustment below 6,572,048 5,656,236
- Pre opening costs 2,247,271 3,208,761
- Exceptional items 618.756 Q
During the year, certain costs have been incurred in relation to an exercise undertaken to rationalise/
improve/streamline/cleanse several areas of the business. Due to the size of these costs, in aggregate,
and because the costs do not relate to the underlying operating performance of the business in the
year, they have been classified as exceptional.
6. Auditors’ remuneration
The Group paid the following amounts to its auditors in respect of the audit of the financial statements
and for other services provided to the Group:
2017 2018
£ £
Fees for the audit of the group 45,000 30,000
Fees for tax compliance services ' 11,900 11,750
e 56,900 41,750
7. Staff numbers and costs
Staff costs, including directors’ remuneration, were as follows:
2017 2016
£ £
Wages and salaries 13,212,347 10,547,104
Cost of defined contribution scheme 43,438 32,625
13,255,785 __10.579,729
The average monthly number of employees, including the directors, during the period was as follows:
2017 2016
No. No.
Administration 74 76
Operationat 587 423
661 499
22
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Directors’ remuneration

2017 2016

£ £

Directors' emoluments 624,615 504,519
Company contributions to defined contribution pension schemes 1,462 -

— 626077 .. 504,519

During the pericd retirement benefits were accruing to four directors (2016 - NIL) in respect of defined
confribution pension schemes.

The value of the company's contributions paid to a defined benefit pension scheme in respect of the
highest paid director amounted to £366 (2016 - £NIL).

The highest paid director received remuneration of £174,322 (2016: £158,546).

Finance expenses

2017 2016
£ £
Bank interest payable 1,725,562 1,363,840
Finance leases and hire purchase contracts 361,074 385,975
Other interest payable 47,382 20,120
—5134,018 1770035
Taxation
a) Taxonloss
Year ended
) 31

December Year ended 31
2017 December 2016
£ £

Total current tax - -

Deferred tax
Origination and reversal of timing differences

Adjustments in respect of prior periods

Total deferred tax

Taxation on joss on ordinary activities
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

b) Reconciliation of tax charge

Year ended Year ended
3 31
December December
2017 2016
Loss on ordinary activities before tax {6.616 858) 5 777
Loss on ordinary activities multiplied by standard rate of corporation tax
in the UK of 19.25% (2016 - 20%) {1,273,745) (1,104,155)
Expenses not deductible for tax purposes 505,148 628,474
Deferred tax not recognised 681,217 313,526
Group relief surrendered/ {claimed) - -
Prior period adjustment - (3,761)
Tax rate difference 90,585 86,948
Total tax charge for the periodfyear 3.206 (78,968}
c) Deferred tax
During the year the Group recognised the following deferred tax assets and liabifities:
Origination
and reversal
Prior year of timing
adjustments differences Total
At 1 August 20156 - (282,872) (282,872}
Additions - 71,080 71,080
Disposals {81,301) - (81,301)
At 31 December 2015 (81,301) (211,792) (293,093)
Additions - 31,960 31,960
Disposals - (110,928) {110,928)
At 31 December 2016 {81,301) (290,760) (372,061)
Additions - 3,206 3,206
Disposals - - -
At 31 December 2017 (81,301) (287,554} (368,855)

d) Unrecognised tax losses

The group has tax losses of £8,051,615 (2016 - £5,594,265) that are available indefinitely for offset

against future {axable profits of the companies in which they arose.
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Property plant and equipment

Long-term
leasehold
property
£

Cost or valuation

Motor
vehicles
£

Fixtures Gym
and fittings equipment
£ £

Assets under

the course of

construction Total
£ £

At 1 January 2017 23,851,904 401,120 2,358,542 15,131,350 476,793 42,219,709
Additions 1,680,369 24,234 49,696 836,007 192,258 2,782,564
Disposals - (110,425) “ - - (110,425)
Transfers between
addition classes 190,088 - 239,822 - {429,910) -
At 31 December 2017 25,722,361 314,929 2,648,060 15,967,357 239,141 44,891,848
Depreciation
At 1 January 2017 3,632,100 170,979 989,805 4,248,467 - 9,041,351
Charge for the period 1,887,293 97,662 561,461 1,927,790 - 4,474 206
Disposals - (46,761) - - - (46,761)
At 31 December 2017 5,519,393 221,880 1,551,266 6,176,257 - 13,468,796
Net book vaiue
At 31 December 2017 _20,202,968 03,049 _ 1,096,794 _ 9,791,100 ___ 239,141 31,423,052
At 31 December 2016 _20,219.804 230.141 1,368,737 _10.882.883 476,793 _33,178,358
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Assets under the course of construction are set up costs of new gyms which are being developed but

have not vet been opened. These assets are in line with company policy and are not depreciated until
the gym has been opened.

The net book value of land and buildings may be further analysed as follows:

2017 2016
£ £
Long leasehold 20,202,968 20,219,804

~20,202,968 __ 20,219,804

The net book value of assets held under finance leases or hire purchase contracts, included above, are
as follows:

2017 2016

£ £

Land and buildings leasehold 12,437 44,320
Gym equipment 5,685,448 5,693,390
Motor vehicles 10,284 223,925
Furniture, fittings and equipment 133,398

Trade and other receivabies

2017 2016
£ £

Non current assets:
Other debtors 120,000 70,000

00 £ 0,000,
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13.

14,

Trade and other receivables

2017 2016
£ £
Due within one year
Trade debtors 281,768 198,415
Other debtors 705,008 1,038,780
Prepayments and accrued income 1,964,231 1,536,461
— 2901007 2.773,656
Cash and cash equivalents
2017 2016
£ £
Cash at bank and in hand 1,660,216 1,626,746
—1.660.216 __ 1,626.746
Trade and other payables
, 2017 2018
£ £
Current liabilities
Other interest bearing loans
Bank loans ' 9,952,772 2,977,776
Other loans 833,333 -
Obligations under finance lease and hire purchase contracts 2,064,411 1,947,745
12,850,516 4,925,521
Trade and other payables
Trade creditors 5,897,878 9,643,528
Deferred income 713,598 502,682
Other taxation and sogciat security 1,508,450 942,998
Other creditors 787,206 1,282,696
Accruals 139,595
Landlord incentives - 6,794,814
. 19,206,313
-.24.131.834

The hire purchase and finance lease obligations are secured over the ass

relate to. The
bank loans have connected to.them a debenture and charge over the assets 8
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Non-current liabilities

Other interest bearing loans

2017 2016

£ £

Bank ioans 7,118,058 11,472,224
Other loans - Business Growth Fund 11,796,493 8,669,180
Net obligations under finance leases and hire purchase contracts 1,843,802 1,672,351

20,758,353 21.813.755

Landlord incentives 3,905,700 3.776,131
Other creditors - 1,377
3,905,700 __ 3.777,508

24664053  25501.263

Secured Loans

The finance lease obligations are secured over the assets to which they relate. The bank loans have
connected to them a debenture and charge over the assets of the group.

Loans
Analysis of the maturity of loans is given below:

2017 2016
Amounts falling due within one year E £
Bank joans 9,952,772 2,977,776
Other loans — Business Growth Fund 833,333 -

10,786,105 2977776

Amounts falling due 1-2 years
Bank loans 7,118,058 5,777,776

Other loans - Business Growth Fund 2,925,626 833,333
10,043,684 6,611,109

Amounts falling due 2-5 years
Bank loans - 5,604,448

Other loans - Business Growth Fund 5,537,534 3,669,180
5,537,534 9,363,628

Amounts falling due after more than 5 years

Other loans - Business Growth Fund 4,166,667

4,166,667
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Finance leases

WRIGHT LEISURE LIMITED

Future minimum lease payments for:

Within one year
Between 1-2 years

Between 2-5 years

Financial instruments

Financial assets

Cash and cash equivalents

Trade and other debtors

Financial liabilities

Creditors under 1 year
Creditors over 1 year

Less: Finance leases under 1 year
Less: Finance leases over 1 year
Less: other taxation and social sec

urity

2017 2016

£ E

2,064,411 1,947,745
1,351,577 1,239,119
492,225 433,232
-—3:308.213 3,620,006
2017 2016

£ £

1,660,216 1,626,746
1,106,776 1,307,195

30,223,578 24,131,844
24,664,053 25,591,263

54,887,631 _ 49,723,107
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Share capital
2017 2016
£ £
Allotted, called up and fully paid
410- Ordinary A shares of £0.001 each 0.41 0.35
50- Ordinary B shares of £0.001 each 0.05 0.05
80- Ordinary C shares of £0.001 each 0.08 0.08
40- Ordinary C1 shares of £0.001 each 0.04 0.04
1,410- Ordinary D shares of £0.001 each 1.41 147
10- Ordinary shares of £0.001 each 0.01 0.01
2.00 2.00

The holders of all classes of shares in the company have the right to receive notice of and to attend and
vote and speak at any general meeting of the company and shall be entitled to vote on any written
resolution of the company.

The voting rights conferred on the holders of A Ordinary Shares, B Ordinary Shares, C Ordinary Shares
and C1 Crdinary Shares shall be restricted to the lower of 40% of the veting rights attaching te all shares
in the company and the number of votes allocated to the holders of all classes of shares.

if any Enhanced Voting Event (as such term is defined in the company's articles of association} occurs,
then BGF may serve written notice on the company of the Enhanced Voting Event and until such notice
has been withdrawn by BGF, the voting rights attaching to the A Ordinary Shares, B Ordinary Shares, C
Ordinary Shares and C1 Ordinary Shares (as if they constituted one class) shall be increased fo either
49.9% or 51% of the voling rights attaching to ail the shares in the company depending on the nature of
the Enhanced Voting Event and in accordance with the Company's articles of association.

On the 29 November 2017 60 D Ordinary shares were redesignated as 60 A Ordinary shares.
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WRIGHT LEISURE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Reserves

Profit and loss account

This includes all current and prior period retained profits and losses.

Pension commitments

The Group operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The pension cost charge
represents contributions payable by the company to the fund and amounted to £43,438 (2016 £32,625).
£8,614 (2016 - £nil) was payable to the fund at the balance sheet date.

Commitments under operating leases

At 31 December 2017 the Group had future minimum lease payments under non-cancellable operating
leases as follows:

2017 2016

£ £

Not later than 1 year 7,105,540 5,655,094
Later than 1 year and not later than 5 years 31,523,517 28,710,895
Later than 5 years 44,081,068 47,725,628
—82,710.125 _ 82,091,617

Financial Instruments Risk Management

The Group is exposed through its operations to the following financial risks:
. Market Risk

. Liquidity Risk

. Credit Risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group's objectives, policies and processes for managing those risks
and the methods used to measure them. Further guantitative information in respect of these risks is
presented throughout these financial statements.

There have been no substaniive changes in the Group's exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous periods unless otherwise stated in this note.
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Financial Instruments Risk Management {continued)
Market Risk

Market risk arises from the Group’s use of interest bearing borrowings. It is the risk that the fair value of
future cash flows of a financial instrument will fluctuate because of changes in interest rates (interest rate
risk). Key market risks affecting the Group include interest rate risk.

Fair value and cash flow interest rate risk

The Group's exposure to the risk of changes in market interest rates retates primarily to the Group’s
long-term debt obligations with floating interest rates. These interest rates have a fixed element with the
variable element being LIBOR.

The Group is not expecting any reduction in interest rates over the next 12 months. The effect on profit
after tax of a notional 0.5% movement in LIBOR is as follows:

12 months to 12 months to 5 months to
31 December 31 December 31 December
2017 2016 2015

£,000 £,000 £,000
Change in interest rate of 0.5% 86 60 20

Liquidity Risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
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 following table sets out the contractual maturities (representing undiscounted contractual
cash-flows) of financial liabilities:

Within 1 Between 1 Between 2 Over 5

Year and 2 Years and 5 Years Years

As at 31 December 2017 £'000 £'000 £000 £'000
Trade and Other Payables 11,308 1,351 492 -
Loans and Borrowings 10,786 10,044 5,538 3,333
Total 22,094 11,395 6,030 3,333
Within 1 Between 1 Between 2 Over 5

Year and 2 Years and?5 Years Years

As at 31 Decamber 2016 £000 £'000 £'000 £°000
Trade and Other Payables 14,359 1,239 433 -
Loans and Borrowings 2,978 6,611 9,364 4,167
Total 17,337 7,850 9,797 4167
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NOTES TC THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Credit Risk

The Group’s principle financial assets are bank balances and cash, "frade and other receivables. The
Group’s credit risk is low as it has limited trade receivables. The credit risk on liquid funds and financial
instruments is limited because the counterparties are banks with high credit ratings assigned by
international credit ratings agencies and also the Business Growth Fund which has significant funds with
which to make further investments.

Capital risk management

The Group's objectives when maintaining capital are to safeguard the entity’'s ability to continue as a
going concern, so that it can continue to provide returns to shareholders and benefits for other
stakeholders.

The Group sets the amount of capital it requires in proportion to risk. The Group manages its capital
structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, return capital to sharehoiders, 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 capital. Net debt is calcuiated as total borrowings (as shown in
the consolidated statement of financial position) less cash and cash equivalents. Total capital is
calculated as equity as shown in the consolidated balance sheet plus net.debt. The gearing ratio as at 31
December 2017 and at 31 December 2016 was as follows: ;

12 months to
December 2016

£000
Loans and borrowings 14,450
Less: Cash and cash equivalents (1,626)
Net debt 12,824
Total equity (2,932)
Total capital 9,892
Gearing ratio 130%
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Other financial commitments

The group has capital commitments contracted but not provided for of £3,562,328 at 31 December 2017
{2016: £1,166,255).

Transactions with directors

At 31 December 2017 a balance of £120,000 (2016 - £70,000) was owed by two Directors under formal
loan agreements. Interest is charged on these loans at a rate of 0.5% over the Lloyds Bank base rate
and the loans are repayable at the discretion of the Company conditional upon criteria having been met.

Related party transactions

The group has an annual rent liability to Arcus Ventures Limited, a company controlled by JW Wright and
P Wright totalling £485,045 (2016 - £485,045).

The group has obtained a Business Growth Fund loan and at 31 December 2017 £9,582,292 (2016 -
£8,669,180) was outstanding. Interest of £902,148 (2016 - £809,345) was charged on the ioan in the
period ended 31 December 2017. ’

During 2017, the group obtained a further investment of £2,000,000 from Business Growth Fund, at 31
December 2017 £2,028,493 was outstanding. Interest of £28,494 (2016 - £nil) was charged on the loan
in the period ended 31 December 2017,

During 2017, the group obtained a further investment of £1,000,000 from Business Growth Fund, at 31
December 2017 £1,009,041 was outstanding. Interest of £9,041 was charged on the loan in the period
ended 3t December 2017.

Post balance sheet events

In April 2018 the business successfully restructured its debt facilities, settling all outstanding Lioyds Bank
facilities and refinancing with Proventus Capital Partners. The refinancing has provided the business with
a £42.2m committed facility. This represents a significant investment that will provide the business with
the funding to facilitate impiementation of both its short and longer-term growth strategies.

As part of the Proventus debt restructuring two new companies were created to facilitate the refinancing
transaction creating a new group structure from April 2018 onwards. Wright Leisure Limited continues to
be the only trading company of the group.

Controlling party
The ultimate controlting party are Mr & Mrs J.C. Wright by virtue of their majority interest in the
Company's issued share capital.

Contingent tiability

At the balance sheet date, the Group recognises there is a possible obligation in respect of an ongoing
legal dispute. The duration, timing and outcome of the dispute is currently unknown.
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30. Reconciliation of mévements of liabilities to cashflow arising from financing activities

QOther loans - Finance
Business lease
Bank loans Growth Fund Hiabilities Total
£ £ £ £
Balance at 1 January 2017 14,450,000 8,669,180 3,620,096 26,739,276
Changes from financing cash flows
Proceeds from ioans and borrowings 3,500,000 3,000,000 6,500,000
Repayment of lcans and borrowings (879,170) (879,170)
Payment of lease liabilities - capital element (2,356,271) (2,356,271)
New finance lease liabilities 2,644,388 2,644,388
Repayment of interest on finance
leases
2,620,830 3,000,000 238,117 5,908,947

Other Changes
Interest expense 960,646 960,646

- 960,646 - 960,646
Balance at 31 December 2017 17,070,830 12,629,826 3,908,213 33,608,869
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WRIGHT LEISURE LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

Fixed assets

Tangible assets
Investrments

Debtors

Current assets
Stocks
Debtors: amounts falling due within one year

Cash at bank and in hand

Creditors: amounts failing due within one
year

Net current liabilities
Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Net liabilities

Capital and reserves
Called up share capitat

Profit and loss account

Note

10

14

15

(28,568,756)

2017 2016
£ £
30,564,010 31,958,906
18 18
120,000 70,000
30,684,028 32,028,924

138,099

3,746,302

1,626,806

5,511,207

(22,538,578)
(23,150,486) (17,027,371)
7,533,542 15,001,553
(24,026,115) (24,862,816)
(16,492,573) (9,861,263)
£16,492,573) ~{9,861,263)
2 2
(16,492,575) (9,861,265)
{16,492,573) ~.{9,861,263)

The loss for the financial year of the company is £6,631,310 (2016: £4,984,942).
The financial statements were approved and authorised for issue by the board and were signed on its behalf on

10h0] 201

C J Storr
Director

The notes on pages 39 to 52 form part of these financial statements,

36



WRIGHT LEISURE LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Called up Profit and
share capital loss account Total equity

£ £ £
At 1 January 2017 2 (9,861,265) (9,861,263)
Comprehensive income for tha year
Loss for the year - {6,631,310) (6,631,310)
Other comprehensive income for the year - - -
Total comprehensive income for the year ' - (6,631,310) (6,631,310}
Total transactions with owners - - .
At 31 December 2017 2 (16,492 575) _(16,492,573)
The notes on pages 39 to 52 form part of these financial statements.
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WRIGHT LEISURE LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016

Called up Profit and
share capital loss account Total equity

£ £ £
At 1 January 2016 2 (4,876,323} (4,876,321)
Comprehensive income for the year
Loss for the year - {4,984,942) (4,984,942)
Other compraehensive income for the year - - -
Total comprehensive income for the year - (4,984,942) (4,984,042)
Total transactions with owners - - -
At 31 December 2016 & __{9,861,265) __(9,861,263)
The notes on pages 39 to 52 form part of these financial statements.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD: ENDED 31 DECEMBER 2017

General information

The principal activity of the Group is that of operating low cost Gym clubs with the aim of offering best
value for money in the industry.

The registered address of the Company is Unit 1 Kirkstall Industriai Estate, Kirkstall Road, Burley, Leeds,
LS4 2AZ.

The accounts are prepared in Sterling (E).

Accounting policies

21

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 101
'Reduced Disclosure Framework® and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 101 requires the use of certain
critical accounting estimates. It also requires management fo exercise judgment in applying the
Company accounting policies (see note 3).

No individual profit and loss account is presented for Wright Leisure Limited as permitted by section
408 of the Companies Act 2006.

The following principal accounting policies have been applied:
Financial reporting standard 101 - reduced disclosure exemptions

The company has taken advantage of the foliowing disclosure exemptions under FRS 101:

. the requirements of paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B&4(m),
B64(n)(ii), B64(0)(ii), B64(p), B64{q)i), B66 and B67 of IFRS 3 Business Combinations

. the requirements of IFRS 7 Financial Instruments: Disclosures
. the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement
- the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements’ to present

comparative information in respect of:
- paragraph 79(a)(iv) of IAS 1;
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;
- paragraph 118(e) of IAS 38 Intangible Assets;

. the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 408, 40C, 40D,
111 and 134-136 of |IAS 1 Presentation of Financial Statements

. the requirements of IAS 7 Statement of Cash Flows

. the requirements of paragraphs 30 and 31 of 1AS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

. the requirements of paragraph 17 and 18A of IAS 24 Related Parly Disclosures

. the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is
a party to the transaction is wholly owned by such a member
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

2.3 Going concern

2.4

25

Whilst the Company makes a net operating loss and has net liabilities, the directors have a
reasonable expectation that the Company has adegquate resources {o continue in operational
existence for the foreseeable future.

The parent has provided a statement of guarantee over the companies in the group that they have
adequate resources to continue in operational existence for the foreseeable future. The directors
have considered all information about the future available to them when assessing whether the
company is a going concern, including forecasts extending beyond twelve months from the balance
sheet date and the continuing availability of borrowing facilities including compliance with all terms
therein.

In April 2018 the business successfuliy restructured its debt facilities, settling all outstanding Lloyds
Bank facilities and refinancing with Proventus Capital Partners. The refinancing has provided the
business with a £42.2m committed facility. This represents a significant investment that will provide
the business with the funding to facilitate implementation of both its short and fonger-term growth
strategies.

The adoption of the going concern basis in preparing the financial statements is therefore
considered appropriaie.

Revenue

Revenue primarily represents amounts receivable for goods and services net of VAT supplied in the
principal activities of the company and non-refundable fees received during the year. Member
income includes membership subscriptions and joining fee income. Membership fees paid in
advance of the outflow of economic benefits have been deferred and recognised in the period in
which the services are provided, whilst joining fees are recognised immediately as revenue. Other
income includes various ancillary revenue streams which are recognised in the period to which they
relate.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable
of operating in the manner intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Long-term leasehoid property - Equal instaiments over the period of the lease

Motor vehicles - S years
Fixtures and fittings - Syears
Office equipment - 6 years

Assets under construction are not depreciated as relate to gyms which are not yet in operation.

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Profit and Loss Account.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

2.6 Valuation of investments

2.7

28

2.9

Investments in subsidiaries are measured at cost less accumulated impairment.

Investments in unlisted Company shares, whose market value can be reliably determined, are
re-measured to market value at each balance sheet date. Gains and losses on re-measurement are
recognised in the Statement of Comprehensive Income for the period. Where market value cannot
be reliably determined, such investments are stated at historic cost less impairment.

Investments in listed company shares are re-measured to market value at each Statement of
Financial Position date. Gains and losses on re-measurement are recognised in profit or loss for the
period.

Dabtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liguid investments that
mature in no more than three months from the date of acquisition and that are readily convertible to
known amounts of cash with insignificant risk of change in value.

Financial instruments

The Company recognises financial instruments when it becomes a party to the contractual
arrangements of the instrument. Financial instruments are de-recognised when they are discharged
or when the contractual terms expire. The Company's accounting policies in respect of financial
instruments transactions are expfained below:

Financial assets
The Company classifies all of its financial assets as loans and receivables.
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 arise principally through the provision of goods and
services to customers (e.g. lrade receivables), but also incorporate other types of contractual
monetary asset. They are initially recognised at fair value plus transaction costs that are directly
attributable to their acquisition or issue, and are subsequently carried at amortised cost using the
effective interest rate method, less provision for impairment.

impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the
Company will be unable to collect all of the amounts due under the terms receivable, the amount of
such a provision being the difference between the net carrying amount and the present value of the
future expected cash flows associated with the impaired receivable. For trade receivables, which
are reported net, such provisions are recorded in a separate allowance account with the loss being
recognised within administrative expenses in the Profit and Loss Account. On confirmation that the
trade receivable will not be collected, the gross carrying value of the asset is written off against the
associated provision.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Financial liabilities

The Company classifies all of its financial liabilities as liabilities at amortised cost.

At amortised cost

Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value
net of any transaction costs directly attributable to the issue of the instrument. Such interest bearing
liabilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense aver the period to repayment is at a constant rate on the
balance of the liability carried into the Statement of Financial Position.

2.10 Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers.

Creditors are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method.

2.11 Finance costs
Finance costs are charged to the Profit and Loss Account over the term of the debt using the
effective interest method so that the amount charged is at a constant rate on the carrying amount.
Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument,

2.12 Operating leases: the Company as lessee

Rentals: paid under operating leases are charged to the Profit and Loss Account on a straight line
basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, unless another systematic basis is representative of the time
pattern of the lessee’s benefit from the use of the leased asset.

2.13 Pensions
Defined contribution pension plan
The Company operates a defined contribution plan for its employees. A defined contribution plan is
a pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.
The contributions are recognised as an expense in the Profit and Loss Account when they fall due.
Amounts not paid are shown in accruals as a liability in the Statement of Financial Position. The
assets of the plan are held separately from the Company in independently administered funds.

2.14 Borrowing costs

All borrowing costs are recognised in the Profit and Loss Account in the year in which they are
incurred,

2.15 Provisions for liabilities
Provisions are made where an event has taken place that gives the Company a legal or

constructive obligation that probably requires settlement by a transfer of economic benefit, and a
reliable estimate can be made of the amount of the obligation.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that
the Company becomes aware of the obligation, and are measured at the best estimate at the
Statement of Financial Position date of the expenditure required to settle the obligation, taking into
account the relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.

2.16 Current and deferred taxation

Tax is recagnised in the Profit and Loss Account, except that a charge atfributable to an item of
income and expense recognised as other comprehensive income or to an item recognised directly
in equity is also recognised in other comprehensive income or directly in equity respectively.

The current income {ax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporiing date in the countries where the Company
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits; and
. Any deferred tax balances are reversed if and when all conditions for retaining associated tax

allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values
of assets acquired and the future tax deductions available for them and the differences between the
fair values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted by the
reporting date.

2.17 Exceptional items and pre-opening costs

Pre-opening costs

As in previous years further one off costs were aiso incurred as pre-opening costs of clubs. These
are the non-capital costs expensed into the Profit and Loss before the club opens for trade to its
members. Pre-opening costs were incurred excluding any IFRS adjustments above of £2,247,271
in the year ended 31 December 2017 (2016: £3,208,761).

Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the Company but
are presenied separately due to their size or incidence.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the Financial Statements in accordance of 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,
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Accounting estimates made by the Group's directors 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 Statements within the next financial
year are set out below.

Critical judgements in applying the Group’s accounting policies

Lease classification

The Group is required to assess whether operating leases to which the Group is party have the
characteristics of finance leases in which they are capitatised within property, plant and equipment and a
lease liability recorded. In order to do this management consider a number of indicators which require
management to make estimates as follows:

* useful expected economic life;
* implicit interest rate under the lease: and
* present value of future cash flows under the lease.

Source of estimation and uncertainty
Depreciation

The Company reviews the estimated useful lives and residual values of its fixed assets annually to
ensure they continue to be a reasonable estimation of the useful lives and residual values of those fixed
assets. New additions of fixed assets are subject to the same level of review. The assets are depreciated
over their estimated useful lives to their residual values.

Fixed asset investments
Subsidiary undertakings

Xercise Health & Fitness Club Limited
XercisedLess (Wakefield) Limited
XercisedlLess (Stockton) Limited
Xercisedless (Leeds) Ltd

XercisedlLess (Wigan) Ltd

Xercise4Less {Doncaster) Limited
Xercisedless (Hull) Limited

XercisedlLess (Bolton) Limited

Xercisedl ess Newcastle under Lyme Limited
Xercised4less (Nottingham) Limited

All subsidiary companies are Health clubs based in England with the registered office being Unit 1,
Kirkstall Industrial Estate, Kirkstall Road, Burley, Leeds, West Yorkshire, LS4 2AZ.

Wright Leisure Limited has 100% of the voting rights within the group and all subsidiaries in the group
obtain audit exemption under section 479A of the Companies Act 2006 due to guarantees given by the
parent company.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 31 DECEMBER 2017

Tangible fixed assets

Long-term Assets under
leasehold Motor Fixtures Gym the course of
property vehicles and fittings equipment construction Total
£ £ £ £ £ £
Cost or valuation
At 1 January 2017 23,639,111 387,474 2,289,375 12,654,196 476,793 39,446,949
Additions 1,680,368 24,234 49,695 836,006 192,258 2,782,561
Disposals - (110,425) - - - (110,425}
Transfers between
addition classes 190,088 - 239,822 - (429,910) -
At 31 December 2017 25,509,567 301,283 2,578,892 13,490,202 239,141 42,119,085
Depreciation
At 1 January 2017 3,556,920 162,974 930,396 2,837,753 - 7,488,043
Charge for the year 1,873,349 95,479 555,823 1,589,142 - 4,113,793
Disposals - (46,761) - - - (46,761)
At 31 December 2017 5,430,269 211,692 1,486,219 4,426,895 - 11,555,075
Net book value
At 31 December 2017 _20,079.298 ____ B9.591 _ 1.092.673 _ 9,063,307 ___ 239141 _30,564,010
At 31 December 2016 _20,082,191 224,500 1358979 9816443 476,793 _31 958 906
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCJAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

The net book value of land and buildings may be further analysed as follows:

2017 2016
£ £
Long leasehoid 20,079,298 20,082,191
—20,079,298 20,082,191
The net book value of assets held under finance leases or hire purchase contracts, included above, are
as follows:
2017 2016
£ £
Land and buildings leasehoid 12,437 44,320
Gym equipment 5,685,448 5,687,749
Motor vehicles 110,284 223,925
Furniture, fittings and equipment 100,889 133,398
Fixed asset investments
Investments
in
subsidiary
companies
£
Caost or valuation
At 1 January 2017 18
At 31 December 2017 18
Net book value
At 31 December 2017 18
At 31 December 2016 18
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 31 DECEMBER 2017

Debtors
2017 2016
Non current assets £ £
Other debtors 120,000 70,000
Current assets
Trade debtors 281,768 198,412
Amounts _owed by group undertakings 626,726 972,652
Other debtors 705,006 1,038,777
Prepayments and accrued income 1,964,231 1,536,481
—3,577,731 3,746,302
Cash and cash equivalents
2017 2016
£ £
Cash at bank and in hand 1,660,277 1,626,806
—1660.277 ___1.626.806
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Creditors: Amounts falling due within one year

2017 2016
£ £
Landlord incentives 6,464,767 4,901,829
Bank loans 9,952,772 2,977,776
Cther loans 833,333 -
Trade creditors 5,897,878 9,543,628
Deferred income 713,596 502,682
Amounts owed to group undertakings - 300,963
Other taxation and social security 1,508,450 942,998
Obligations under finance lease and hire purchase contracts 2,064,411 1,946,510
Cther creditors 180,375 1,282,696
Accruals 853,174 139,586
28,908,756 . 22,538,576

The hire purchase and finance lease obligations are secured over the assets which they relate to. The

bank loans have connected to them a debenture and charge over the assets of the group.

Creditors: Amounts falling due after more than one year

2017 2016

£ £

Landlord incentives 3,267,762 3,047,683
Bank loans 7,118,058 11,472,224
Other loans - Business Growth Fund 11,796,493 8,669,180
Net obligations under finance leases and hire purchase contracts 1,843,802 1,672,351
Other creditors - 1,378
—24,026115 __ 24.862.81C

The hire purchase and finance lease obligations are secured over the assets which they relate to. The

bank loans have connected to them a debenture and charge over the assets of the group.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Loans

Analysis of the maturity of loans is given below:

2017 2016
£ £
Amounts falling due within one year
Bank loans 9,952,772 2977776
Other loans 833,333 -
10,786,105 2,977,776
Amounts falling due 1-2 years
Bank loans 7,118,058 5,777,776
Other loans - Business Growth Fund 2,925,626 833,333
10,043,684 6,611,109
Amounts failing due 2-5 years
Bank loans - 5,694,448
Other loans - Business Growth Fund 5,537,534 3,669,180
5,537,534 9,363,628
Amounts falling due after more than 5 years
Other loans - Business Growth Fund 3,333,333 4,166,667
3,333,333 4,166,667

~29.700.656 _ 23,119,180

Hire purchase and finance leases

Future minimum iease payments for:

2017 2016

£ £

Within one year » 2,064,411 1,946,510
Between 1-2 years i 1,351,577 1,239,119
Between 2-5 years 492,225 433,232
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Financial instruments

2017 2016
£ £
Financial assets
Financial assets measured at fair value through profit or loss 1,660,276 1,626,806
Financial assets that are debt instruments measured at amortised cost 1,106,774 1,307,190
e 61,050 __ 2,033.986
Financial liabilities
Financial liabilities measured at amortised cost {46,464,612) (42.336,852)
Share capital
2017 2016
£ £
Allotted, called up and fully paid
410- Ordinary A shares of £0.001 each 0.41 0.35
50- Ordinary B shares of £0.001 each 0.05 0.05
80- Ordinary C shares of £0.001 each 0.08 0.08
40- Ordinary C1 shares of £0.001 each 0.04 0.04
1,410- Ordinary D shares of £0.001 each 1.41 1.47
10- Ordinary shares of £0.001 each 0.01 0.01
2.00 2.00

The holders of all classes of shares in the company have the right to receive notice of and to attend and
vote and speak at any general meeting of the company and shall be entitted to vote on any written
resolution of the company.

The voting rights conferred on the holders of A Ordinary Shares, B Ordinary Shares, C Ordinary Shares
and C1 Ordinary Shares shall be restricted to the lower of 40% of the vating rights attaching to all shares
in the company and the number of votes allocated to the holders of all classes of shares.

If any Enhanced Voting Event (as such term is defined in the company's articles of association) occurs,
then BGF may serve written notice on the company of the Enhanced Voting Event and until such notice
has been withdrawn by BGF, the voting rights attaching to the A Ordinary Shares, B Ordinary Shares, C
Ordinary Shares and C1 Ordinary Shares (as if they constituted one class) shall be increased to either
49.9% or 51% of the voting rights attaching 1o all the shares in the company depending on the nature of
the Enhanced Voting Event and in accordance with the Company's articles of association.

On the 28 November 2017 60 D Ordinary shares were redesignated as 60 A Ordinary shares.
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WRIGHT LEISURE LIMITED

COMPANY NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Reserves

Profit and loss account

This includes all current and prior period retained profits and losses.

Transactions with directors

At 31 December 2017 a balance of £120,000 {2016 - £70,000) was owed by two Directors under formal
loan agreements. Interest is charged on these loans at a rate of 0.5% over the Lloyds Bank base rate
and the loans are repayable at the discretion of the Company conditional upon criteria having been met.

Pension commitments

The company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The pension cost charge
represents contributions payable by the company to the fund and amounted to £43,438 (2016 - £32,625).
£8,614 (2016 - £nil) was payable to the fund at the balance sheet date.

Commitments under operating leases

At 31 December 2017 the Company had future minimum lease payments under non-cancellable
operating leases as follows:

2017 2016

£ £

Not later than 1 year 5,291,586 3,905,450
Later than 1 year and not later than 5 years 24,993,668 21,658,208
Later than 5 years 40,118,077 42,442,175
10,403,331 _ 68,005 833

Related party transactions

The company has an annual rent liability to Arcus Ventures Limited, a company controiled by JW Wright
and P Wright totalling £485,045 (2016 - £485,045).

The company has obtained a Business Growth Fund loan and at 31 December 2017, £9,592,292 (2016 -
£8,669,180) was outstanding. Interest of £902,148 (2016 - £809,345) was charged on the loan in the
period ended 31 December 2017.

During 2017, the company obtained a further investment of £2,000,000 from Business Growth Fund, at
31 December 2017 £2,028,493 was outstanding. Interest of £28,494 (2016 - £Nil) was charged on the
loan in the period ended 31 December 2017.

During 2017, the company obtained a further investment of £1,000,000 from Business Growth Fund, at
31 December 2017 £1,009,041 was outstanding. Interest of £9,041 was charged on the lean in the
period ended 31 December 2017.
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COMPANY NOTES TC THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 DECEMBER 2017

Post balance sheet events

In April 2018 the business successfully restructured its debt facilities, settiing all outstanding Lloyds Bank
facilities and refinancing with Proventus Capital Partners. The refinancing has provided the business with
a £42.2m committed facility. This represents a significant investment that will provide the business with
the funding to facilitate implementation of both its short and longer-term growth strategies.

As part of the Proventus debt restructuring two new companies were created to facilitate the refinancing
transaction creating a new group structure from April 2018 onwards. Wright Leisure Limiled continues to
be the only trading company of the group.

Controlling party

The uitimate controlling party are Mr & Mrs J.C. Wright by virtlue of their majority interest in the
Company's issued share capital.

Contingent liability

At the balance sheet date, the company recognises there is a possible obligation in respect of an ongoing
legal dispute. The duration, timing and outcome of the dispute is currently unknown.
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