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* Our high margin, low cost model has demonstrated
its ability to drive strong financial returns

e Visit frequency and satisfaction scores remain
materially higher than pre Covid-19 scores

+ Focus on sustainability continues with £3.3m of social
value? per gym created in 2022; UK's first carbon
neutral gym chain

Q See Strategy in action | Pages 28-35

1 25organic openings in the year plus three sites acquired from Fitness First
and one closure (31 Dec 2021:202).

2 See poge 3 for definition of social value. £756m toto! sociol volue created in Q tggplc.com

\ 2022 divided by 229 sites open at year end. / \
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Introduction to our business

Our purpose

Our business model - Our strategy

~‘High quality estate
' See Stroteg_g .
Ny R ages 28229 .

- Compelling member

Strong
demand for
health and

- fitness . -experience
Reinvestment v Q Sep Sy awien
in estate and High quality, Rgll
growth of great value .
new sites gyms Innovative technology
Self-financing ‘and marketing
i i SeeStioteguinoction
@ growth delivering 1 @ T Q Sy

financial returns

Strong
financial
returns and
social value

Unique team
and culture

Seestiategulintetion

Growing
membership
base

Scale benefits
from operating
200+ sites

Growing
sustainably

See Sy
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What we deliver

Accessible fitness for all

32%

of gyms locatod in 20% moct doprived areas
of the UK

j10daa
10138

o1Bo

()

Social value for communities

£2.85bn

of social value' created through member exercise
over the last five years

20UD UIBA0E)

Sustainable long term growth

22%

membership growth per year for the last ten years
with an average ot 20 new sites opened per year

[o1ue 114

Strong return on capital

20%

delivered in 2022, impacted by Covid-19
and macroeconomics

sjusuialbls

Social value is o measure of the volue we are creoting through regular
exercise in the communities in which we operate. It is derived using o
model created by Sheffield Hallam University ond used extensively by
Sport Cagland, luculuuthunities und Uie UK Guvermient.

N ) Qur keg sta kehc}iders R QSue Stukelwlder enguyenent | Puge.s 66-69

. A successful working relationship with our stakeholders is key to our.operating model.

Stakeholders Why they matter

Our investors provide capital for growth, whilst providing challenge and feedback on our
business model and plans for the future.

\- . . : :

e

Shareholders

: Our employees are the driving force behind our purpose and growth. We run a people-first
Employees g . ; :
_ | | business and consider our unique team and culture to be a vital part of our strategy.

N \. :
e .

. Satisfied members are what make our gyms successful and they inspire us every day with
Me_mbers ) their achievements. They are the best indicator that we are dehvermg on our purpose of

"‘.3_\ 4 | breaking down barriers to fitness for all. - _ » )

(" . ' = T I
R Our portnershlps w1th our suppllers ensure we source the best value goods and services -
Suppliers = - | for the benefit of our. members High standards of ethics and business conductisan
. lmportont partof bemg o] responSIbIc business. .

{ v (

e R Being a voluoble partof the communities in which we operatce is hugcly important
Commumtles . .} | tous. Prov1d1ng sofe ond offordoble focmtles to exercuse crectes soc10| value for the _ RS
' P \communltles we operote in. S -
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As at 31 Decemiber 2022 we operated 229 sites in the UK.
’ stently rated ‘excellent' on Trustpilot, score
ber satisfactio

Member proposition

17

Market-
leading

16W price
membership

O

24/7

access and
unlimited
training

&

No

contract

Y,

High
quality
gy egquipment
and exercise
Tacinties

Q

Convenient
locations

52.5% of UK
pepulation live
within 15 minutes
drive of at least
one of our gyms

Free

group exercise
classes

1 LIVEITis our premium membership
04 l planwhich offare ndditinnnl henefire

®

Friendly,
helpful staff

and access
to personal
Frnlnms

&

LIVEIT

multi-gym
acccess, fitness
tracking, bring
u friend und Fiit
premium

L

Free Fiit
on-demand
fitness classes
in our app




@ Ekis;ing gyms
- [0 2022 acquired sites

AT 2022 organic opénings
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Strong gym network

We focus on operating high quality, low cost gyrms
that have widespread appeal, breaking down
barriers to fitness for all. In 2022, we delivered
record organic growth, opening a total of 28 new
gyms. We also exercised a landlord break on one
property and closed the site. The economies of scale
in our business model enable us to offer a great
service at a low cost for our members whilst also
delivering a strong financial performance.

Member demographic
Affluent
Urban achievers
adversity T (UK:24%)

(UK: 16%)

Rising
prosperity
(UK: 10%)

Financially
stretched
(UK:23%)

Comfortable
communities
(UK: 27%)

Number of gyms

821,000

Number of members

AR

Average monthly membership cost

Note: All figures stoted as ot 31 December 2022.
. Average monthly membership cost relates to ‘DO IT rate.
DO IT membership is 6 membership for one specified gym.
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The story so far...

Rapid growth and
proof of business model

2015

First gym opened
in Hounslow

Successful IPO on
London Stock Exchange

Continued growth and
investment in scale

2019

Gyms and members
more than doubled
in four years

Funded 20 new sites
from operating cash flow

[ Number of gyms

1 n
2008 2009 2010

203 2014 2005 2016 2017

200 2012

N

2018 2019

ey
22

el

229

Total number
of sites

2020 2021

2022

4 Number of members

\ 2008

3
2018 2019

" 821k

Total number
of members

2022

2020 2021
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£20%

i 1
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€

2020 A
2012 2013 2014 2015 2016 2017 2018 2019 2021 2022

bate

' SEM

Adjusted EBITDA Less Normalised Rent
- /

1 Adjusted EBITDA refers to Group Adjusted EBITDA Less Normalised Rent -
a reconciliotion to Operating profit is provided on page 121. For 2012 ond
2013, the number is presented on an aggregated basis as the Group did not
constitute a single legal group until 13 June 2013. Group Adjusted EBITDA
Less Normalised Rent for 2012-2014 has not beenrestated for IFRS 16.
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Welllnlaced
NoRthe utune

2022 was the first year in three that we have been fully open,

as we moved into the post-pandemic trading environment,

and we are proud to have delivered on several major
~projects, including opening our highest ever number of

sites in a year.

2022 brought its own challenges with the war in
Ukraine and macroeconomic pressures on consumers.
These pressures have encouraged us to focus on what
we do best and play to our strengths as we move

into 2023.

Despite cost-of-living pressures for UK consumers,
we see that many still regard their gym membership
as essential, whilst seeking value for money. We are
well placed to provide this low cost, high value gym
experience to customers, which is reflected in high
member satisfaction scores and in maintaining our
position as the lowest cost nationwide 24/7 gym.

As we saw in 2008-2009, we expect the low cost
gym sector to be more resilient to a challenging
macroeconomic environment as UK consumers
prioritise value and seek lower cost alternatives

for their gym memberships. At the end of 2022, we
achieved like-for-like revenue at 90% of pre Covid-19
levels, with 821,000 members and 229 open gyms.

| 26

new sites opened in 2022, bringing total
to 229 at 31 December 2022




Industry and market trends
What seems evident from looking
ot the sector, both in the UK and
across Europe, is that value remains
a key purchase decision driver.

The pandemic shone a light on the
importance of health and wellbeing
for people's physical and mental
health, which is why fitness remains
a protected category of spend.

As energy costs put pressure on
operators’ facilities and opening
times, providing 24/7 access and
flexible, no contract, low cost
memberships will be most appealing
to consumers when considering
changing their gym provider.

Strategic progress

As we emerged from the Covid-19
pandemic in 2022, we saw an
opportunity to invest to support

our strategic ambitions. We opened
28 new gyms in the year and
implemented a number of yield
optimisation initiatives. Our brand
transformation launched in August
2022 and brand awareness metrics
are encouraging, positioning us well
across all channels. Our new consumer-
facing website launched in April

2022, which is a step change in our
technology investment, and ongoing
technology improvements, mean we
can support our inclusive product and
great member experience.

We will continue to be sector leaders
for sustainability, delivering on our
founding mission to break down
barriers to fitness with a welcoming,
accessible experience. We will also
continue to implement pioneering
environmental, social and governance
(ESGY) initiatives to support our
people, our members and the
environment. In 2022, we announced
thot we were the UK's first carbon
neutral gym chain. The pandemic
has heightened focus on the UK’s
health, and fitness focilities hove an
increasingly important role to play
in the communities around them.
ESG metrics now form part of our
key performance indicators (KPIs’)
so that all areas of the business

are engaged in achieving our
sustainability objectives.
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Our work as a Board

Over 2022 and to date, there have
been several changes to our Board.
| am pleased to say that the values
of the organisation continue to be
reflected by every Boord Director

- realness, friendliness, taking the
first step and challenging our limits -
and | take this opportunity to thank
those Directors who left us in the
year, Mark George, Rio Ferdinand
and Penny Hughes, for their service
and contribution.

Executive changes

In April 2022, Ann-marie Murphy was
promoted to the plc Board as Chief
Operating Officer (COO’), ond in her
first year as an Executive Director
has focused on driving operational
performance. Luke Teit joined us

as Chief Financial Officer (CFO’)in
October 2022, joining us from casual
dining brand Nandos. Even though
Luke has only been with us a short
time, he has shown commitment and
diligence through the budget and
financial year end process.

| wish to express my thanks to Richard
Darwin for more than seven years of
leadership of The Gym Group, both as
Chief Executive Officer (CEQ’) since
2018 and formerly CFO since our IPO
in 2015. Richard has overseen our
growth from 63 to 230 sites today,
navigating the challenges of the
Covid-19 pandemic. He continues to
support the transition and will leave
The Gym Group in due course. We are
making good progress in the search
for our new CEO and we will update
the market at the appropriate time.

We have strengthened our Executive
Committee with two new members,
Emily Kortlang and Nick Shelmerdine,
adding marketing and strategy
leadership to the discussions. | have
taken the role of Executive Chair

to support with the transitionto a
new CEO.

Board changes

In July 2022, Penny Hughes stepped
down after six years as The Gym
Group Chair, and | thank Penny for her
extraordinary leadership. Penny was
integral to helping The Gym Group
scale successfully and develop the
capabilities we rely on today; and | was
delighted to take the helm as Chair.

10dau]
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In August 2022, we welcomed two

new Non-Executive Directors (‘(NEDs'),
Elaine O'Donnell and Richard Stables,
to our Board. Elaine is o chartered
accountant and an experienced

Audit Committee and Board Chair
who draws on her expertise at a

broad range of businesses, and

as o former portner at EY, to
strengthen our Committees’ and
Board's debates. Richard is an expert
corporate financier with over 30 years'
experience in the City and brings

his market insight and knowledge

to our Board strategy and planning.
Rio Ferdinand stepped down in August
owing to his increasing external
commitments and | also want to thank
Rio for his significant contribution and
wish him well.
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On 6 February 2023, we appointed
anew NED - Simon Jones,
Managing Director for Premier Inn
and Restaurants, UK and Global
Commercial Director at Whitbread -
who will be a valuable addition to our
first closs Board team, bringing his
vast experience from such aleading
UK hospitality brand, which similarly
delivers great value with high quality
for their customers.

Looking forward

This time last year, we reflected

on emerging from the pandemic

and indicated that we hoped 2022
would see a return to a more normal
trading environment. As the trading
environment has normalised, it is now
clear that it will take longer to return
to pre Covid-19 levels as a result of
both the changes to consumers’
everyday lives and lifestyles and the
macroeconomic headwinds that we
are facing. As we look to the future, we
will continue to identify opportunities
to attract new members, optimise
yield and maximise operational
efficiency as has always been
fundamental to our low cost model,
to mitigate the economic pressures
going into 2023. We are confident
that we remain well placed to face
these challenges and toke advantage
of the significant long term sector
growth ahead.

John Treharne
Chair of the Board

15 March 2023 |09
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“The Gym Group is in a strong

position going into 2023 despite
the difficult economic environment
which has caused challenges for all
consumer businesses.”

Richard Darwin | Chief Executive Officer

821,000

Number of members -
31 December 2022

172.9m

‘ Revenue m 2022
' 2021:£106.0m -
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Looking back to the

start of 2021, we were
commencing the third of
the Covid-19 lockdowns
and our recovery
trajectory was uncertain.
However, by the end of
2022, we were operating
from 229 sites across the
UK and generated revenue
in the year that was 13%
higher than in 2019. Our
business also returned to
generating free cash flow
in the year.

Our operating environment has changed
post Covid-19, but through this period of

transition, The Gym Group is one of the
leading operators in our sector.

Membership grew during the year
from 718,000 at the end of December
20210 821,000 at the end of
December 2022, assisted by some
further post Covid-19 membership
recovery, yield optimisation and the
strongest site opening programme
in our history. Also in the year, we
delivered on two transformational
initiatives - the relaunch of the

brand and the new technology
infrastructure. Both initiatives will
enable the business to trade more
effectively over the coming years.
The relaunch of the brand under

The Gym Group name means we

have a distinctive and memorable
brand and visual identity that will
build brand awareness in a crowded
consumer market. The launch of our
new technology infrastructure means
that we have a modern, sophisticated
website and app that will enable us
to deliver highly effective levels of
member acquisition.

It is now apparent that some
members have not come back to in-
gym workouts post Covid-19; therefore
our work to recover pre Covid-19 levels
of profitability is continuing. For sites
open in 2018, the like-for-like revenue
recovery (vs 2019) is 90%, reflecting
membership volume recovery of ¢.81%
of 2019 levels, with yield at c110%.
Some of the members have been
displaced because they have not

fully returned to office working - just
16 sites out of our 154 sites that were
open pre Covid-19 are significantly
workforce-dependent and the rest
are located in residential areas or
have a strong student membership.
We believe that there is further
membership recovery to come in the
medium term but this has been slowed

in the short term by the cost-of-living
pressures which are having an impact
on underiying demand.

Despite these trends, the market
dynamics for our business are very
strong and we are growing our share
within the market. The Gym Group’s
share of the low cost gym market by
number of sites is currently 29.3%,

up from 16.7% in 2016. The demand

for health and fitness is expected to
continue to increase because of the
health shock that the pandemic has
given so many people; and within
health and fitness, low cost gyms were
the port of the market that grew most
rapidly pre Covid-19. We also continue
to see a good supply of sites in the
locations that are most suitable for us.

As a result of our year of recovery,

the business has resumed generating
free cash flow to invest into our site
expansion. 2022 has been a year of
significant investment with 28 new
sites and the additional spend on the
technology infrastructure and brand
relaunch. At the end of 2022, our Non-
Property Net Debt was £76Im including
£1.5m of finance leases. In 2022,
because of the timing of recovery,
part of this growth was funded from
our debt facilities. However, as we move
into 2023, we plan to revert to self-
finoncing our growth from free cosh
flow generation. :
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Chief Executive's review continued

~

“We have a clear set
of strategic priorities
and have made
significant progress
against them in 2022

Richard Darwin |
Chief Executive Officer

£38.0m

Group Adjusted EBITDA Less
Normalised Rent in 2022
2021:£5.7m

£19.3m

Statutory Loss in 2022
2021:loss of £35.4m

Our confidence obout the future
growth potential of this business
comes from having a high quality offer
for members at an affordable price.
This means that, with high levels of
satisfaction, members will rejoin a
number of times throughout their
lifetime. Rejoiner rates are currently
around 42% of new member acquisition,
reflecting our success in driving
muitiple join events. Our member
satisfaction (OSAT') scores are at an
all-time high post Covid-19 and our
members are visiting the gyms on
average 12% more often than they
were in 2019. All this ensures we are in
a strong position to trade through the
current economic difficulties ond
expand into the future. At this time,
our low price model is more relevant
than ever.

The financial results for 2022 refiect
the year of recovery. Revenue

was £1729m (2021: £106.0m) up

63%, and Group Adjusted EBITDA
Less Normalised Rent was £38.0m
compared with £57m in 2021. The
Adjusted Loss for the year was
£69m (2021 loss of £28.5m) and the
Statutory Loss was £19.3m (2021: loss
of £35.4m).

Strategic priorities

Our business has a clear set of
strategic priorities that were
articulated at the Capital Markets
Day in May 2022. Significant
progress has been made against
these strategic priorities with

the successful delivery of two
transformational initiatives in the
year, yield optimisation and the scale
of the organic rollout. Whilst the short
term economic situation is expected
to remain challenging through 2023,
the longer term market opportunity
will only be enhanced by the current
economic conditions and its impact
on weaker competitors; we expect to
continue to grow market share
asaresult.

i) Market opportunity and
organic rollout
Our positioning in the market as
high quality, affordable gym priced at
an average headline price of £21.49
per month is compelling and puts us
in a strong position to continue to
grow rapidly over the coming years.
At the end of December 2022, our
market share was 29.3% of the low
cost market by number of sites (total
market estimated at 781 sites across
the UK). We believe that the UK low
cost gym market has the potential
to continue to grow strongly over the
coming years and, as one of the few
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operators expanding, we expect our
market share to also grow.

Our ability to expand rapidly and
take advantage of the market
opportunity is partly driven by our
ability to identify the right locations
and build the appropriate format
for that location and open sites
ranging from 7000 to 21,000 sq. ft.
This means that we can expand in
smaller locations, as we have done

in 2022 in towns such as Leyland,
Lancashire and Glenrothes, Scotland
(each around 8,000 sq. ft), as well as
inlarger sites such as the conversion
of an existing gym in Paddington
(21000 sq. ft). This flexibility of gym
format enables us to access more
catchments across the country and
increases our addressable market.
Given the economic environment, we
intend to be selective in terms of the
sites that we open in the next year
and continue to choose sites that

will trade well at affordable rents.
Our disciplined approach to rents
continues the approach we have
adopted successfully throughout our
history and is reflected in o favourable
rent profile in our estate.

We are pleased with the quality of
our site rollout in 2022, and the 28
sites that we have opened in the

year are performing according to

our expectations. Five of the 28 sites
are in residential areas of London
and include the three sites that

we acquired from Fitness First in
March 2022 - these sites in Romford,
Leyton and Harringay have already
doubled their number of members
compared to the member numbers
pre-acquisition and will be strong
sites over the coming years for our
business.

ii) Optimising yield and
profitability through a new
price product architecture

Having the formats, the brand and the

technology platform in place gives

us opportunity to concentrate our
next set of technology developments
on more member-facing initiatives
that will drive our yield and hence our
profitability. These developments ore
being made on the back of extensive
research with members and non-
members, as well as detailed analysis
in partnership with a well known
industry consultont. The research we
undertook confirmed whot we already
knew - that the value of the offering
that we deliver and the quality of

our proposition are very strong. As

aresult, we are implementing c well

thought out strategy on yield to
improve our profitability.

The first step taken during 2022 was
to increase average headline price
by approximately £2 per month on
average for new members, and also
to implement some repricing of the
existing membership. Despite these
increases, we remain the lowest
priced 24/7 nationwide gym operator,
ensuring that we provide excellent
value for money at a time of squeezed
discretionary incomes. Secondly,

we recently introduced a new pay

up front product on the back of this
research - this is a very cost-effective
product that will demonstrate the
value of our offering versus the
higher price competitors, whilst also
giving us the benefit of increosed
tenure from those that take it up.
Thirdly, in the Summer of 2023, we

are planning to introduce a three tier
price architecture that will give more
choice to members and will include a
lower entry price as well as an upper
end premium product. This premium
product will build on the already
successful LIVE IT product that is
currently taken up by around 30% of
our membership base but with more
product elements within it. This new
price product architecture will require
trialling and so is not expected to
hove initial yield uplift, but we expect
it to increase the commercial flexibility
of our trading and further increase
our yields in the coming years.
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Strategic report

Chief Executive's review continued

~

ﬁOur business is as
well positioned as
any in our sector
to flourish as the
economy emerges
from the dual
impact of the
cost-of-living crisis
and the pandemic.”

Richard Darwin |
Chief Executive Officer

14}

iii) Developing the technology
platform
The first of our transformational
initiatives in 2022 was the launch of
our new technology infrastructure.
This project delivered an enhanced
technology platform with mobile-
centric developments for the
website and the members area and
further enhancements to the app.
The rationale for this significant
piece of development was to ensure
improvements in site speed, gain
search engine optimisation (SEO")
benefits and increase conversion
rates. This project was implemented
successfully and has already given
us the ability to identify and make
material improvements to our member
acquisition journey.

| am also pleased with the progress
that we have made with our app. Our
app score rating is 4.7 on Apple and
4.6 on Android, among the highest

in the industry and with well-used
features such as site capacity,
workout recording and class booking.
We have also incorporated over 200
new Fiit videos into the app for our
members to use and the technology
platform has also enabled the
integration of the Fiit offer into our
LIVE IT product.

iv) Rolling out the new brand
The brand transformation was the
second transformational project of
the year with a successful relaunch
in August 2022. The rationale for
this initiotive was to enhance our
brand awareness and marketing
effectiveness which had been held
back by our previous generic brand.
A unique brand name also gives us
considerable SEO benefits by being
able to drive more organic traffic

to our site, particularly important
as the cost of buying search terms
through the big technology platforms
continues to increase ahead of
inflation. There were two significont
parts to the project - designing ond
launching o new visual identity and
then developing the new creative
platform that was part of the first
marketing campaign. | am confident
that the new visual identity will serve
this business well over the coming
years - all sites have now been
externally rebranded and other

v

assets in use throughout the business
have been updated. The new 'Gym
Face advertising compaign, was
rolled out in September and October.
The same creative campaign was
used for the important January and
February peak trading period in 2023.

Our latest brand awareness

metrics are encouraging with a

5.6 percentage points increase in
prompted awareness in the 12 months
since February 2022 - positioning us
to trade very well across all channels
and ultimately drive revenue growth.

Sustainability

We are very proud of our
sustainability work centred around
our purpose of breaking down
borriers to fitness for all. The Gym
Group is dedicated to increasing the
social value it generates, while helping
members to get great value from
their gym memberships. One aimis to
increase the percentage of members
visiting our gyms at least four times
per month and we are delighted that,
through our initiatives, we have seen a
12% increase in member usage of our
gyms in 2022.

We are proud to be the first

carbon neutral gym chain in the

UK and during the year, our work

on carbon reduction and the net
zero commitment to the Science
Based Target initiative ('SBTi") has
intensified. We ore now working on
verification by SBTi, whilst at the same
time implementing energy saving
programmes like our recent 20 is
Plenty campaign which has seen

us increasing the temperature in

our gyms during the summer months
from 19°C to 20°C. Our commitment
to net zero is now for us to reach

this target by 2045 but we plan to
have decarbonised our own business
by 2035.

One of the key strengths of The

Gym Group is our unique team and
culture, and we were delighted to have
retained high levels of engagement
in our annual employee survey and to
be recognised by Glassdoor in 2022
as number 25 in their list of the Best
Places to Work in the UK (the only
leisure business placed in the top

50). We also retained our Investors in
People Gold award during the year.



Summary

The tough trading environment

ond economic circumstances over
the past few months have made

2022 a challenging year for all, and
lam grateful for the support of our
teams across our whole business.

The commitment of our teams to
ensuring great member service is also
enabling us to achieve record OSAT
scores and is another reason for our
confidence cbout how we expect to
trade well through the difficult economy.

Our business is as well positioned

as any in our sector to flourish as

the economy emerges from the dual
impact of the cost-of-living crisis

and the pandemic. We have a clear
set of strategic priorities to improve
this business and continue to add
greater capability to trade effectively.
This is my last report as CEO after
nearly eight years with the business,

The Gym Group plc | Annual Report and Accounts 2022

but my confidence about the quality
of the estate we have built and the
foundations we have put in place is
stronger than ever. The January and
February 2023 trading period has
demonstrated our ability to drive
revenue growth to offset energy and
other cost pressures that we are
having to absorb. With increases in
both membership and yield despite
the economic headwinds, we are
taking advantage of the strong
market position that we have built
within the wider health and fitness
sector. | have confidence thot the
business will continue to grow strongly
in future years.

Richard Darwin
Chief Executive Officer
15 March 2023
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“£16.6m of free cash flow generated
in the year to partially fund

the site rollout programme and

the investment in technology

and brand.”

Luke Tait | Chief Finoncial Officer

£65. 4m

Net cash inflow from operutmg uctlvmes
2021. E389|n 5 .
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Presentation of results financial stotements, we have also Non-underlying items include
This Financial review uses a adopted a three-column format restructuring and reorganisation @
combination of statutory and to presenting the Group income costs (including site closure costs),
non-statutory measures to discuss statement in which we separately costs of maojor strategic projects and o
performance in the year. The disclose underlying trading and investments, impairment of assets, Q
definitions of the non-statutory key non-underlying items. Non-underlying | amortisation and impairment of ‘5‘3
performance indicators can be found | items are income or expenses that business combination intangibles, 9
in the 'Definition of non-statutory are material by their size and/or remeasurement gains or losses on 2
measures’ on page 167. To assist nature and thot are not considered borrowings, and refinancing costs.
stakeholders in understanding the to be incurred in the normal course of | Further details on non-underlying
financial performance of the Group, business. These are classified asnon- | items are provided later in this report.
aid comparability between yearsand | underlying items on the face of the -
provide a clearer link between the Group income statement within their g:'
Financial review and the consolidated | relevant category. 2
2
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Summary
Year ended Year ended

31December | 31December Movement
2022 2021 %/€m
Total number of gyms at year end 229 202 +27
Total number of members at year end (‘O00) 821 718 +14%
Revenue (£Em) - 1729 106.0 +63%
Group Adjusted EBITDA (£m) 7.3 35.4 +101%
Group Adjusted EBITDA Less Normalised Rent (£m) 38.0 57 +32.3
Adjusted Loss before tax (Em) (5.5) (36.8) +31.3
Adjusted Loss for the year (£m) 6.9) (28.5) +21.6
Statutory Loss before tax (Em) (19.4) 44.2) +24.8
Statutory Loss for the year (£m) (19.3) (35.4) +16.1
Net cash inflow from operating activities (£m) 65.4 389 +26.5
Free cash flow (€m) 16.6 20 +14.6
Non-Property Net Debt (Em) (76.1) (44.0) -32.0

- _/
~

Results for the year
r Year eﬁded 31 B:c_er;;;:i)—zz- _{ Year ended 31 December 2021
! Non- I Non-
Underlying underlying | Underlying  underlying
result items Total result items Total
£m £m £m ! £m £m £m
Revenue 1729 - 1729 106.0 - 106.0
Cost of sales (2.0) - (2.0), Qa7 - Qa7
Gross profit ' 1709 - 1709, 1043 - 1043
Other income I 0.8 - o8| 73 - 73
Operating expenses before depreciation, !
amortisation and impairment (101.8) 4.4) (106.2)| (79.) 2.3) (81.4)
Depreciation, amortisation and impairment (59.3) (8.5) (67.8)] (52.7) 4.2) (569)
Operating profit/(loss) 10.6 12.9) @3 (202 65  (267)
Finance costs Q6.1 (1.0) (17.1)} 16.6) 09 (17.5)
Loss before tax (5.5) - (13.9) (19.4) (36.8) (7.4) 44.2)
Tox (charge)/credit (14) - 15 0. 8.3 05 8.8
Loss for the year attributable to shareholders |  (69)  (124)  (19.3); (285) ©9) (354
Loss per share }
Basic and diluted (p) (3.9) e (10.9)_{ 16.7) (20.7)

N /m
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Strategic report

Financial review continued

Revenue

Revenue in the year increased to £1729m (2021: £106.0m), reflecting a full year of open trading days compared with 72%
in the prior year and a return to more normal seasonal trading patterns. However, changes in customer behaviour as a
result of the structural shift in working patterns and the difficult macroeconomic environment, meant that like-for-like
revenue in the gyms that were open up to the end of 2018 only reached 90% of 2019 revenue.

Average membership numbers in the 12 months to 31 December 2022 were 808,000 compared with 681,000 in 2021, and
we closed the year with 821,000 members, up 14% on 31 December 2021.

The average headline price of a standard DO IT membership increased to £21.49 per month in December 2022 compared
with £19.27 in December 2021, reflecting the yield optimisation initiatives we put in place during the yeor to increose

the price for new members by approximately £2 per month across the majority of our sites and to reprice some of the
existing membership base. As a result of these increases, Average Revenue Per Member Per Month (ARPMM) in the
second half of the year was £18.30 compared with £17.60 in the second half of 2021". Despite the increases implemented,
we remain the lowest priced low cost gym operator in the UK.

Demand for our premium membership product continued to grow during the year such that in December 2022,
the proportion of members taking our LIVE IT membership was 29.6% compared with 271% in December 2021.

Cost of sales
Cost of sales, which includes the costs associated with the generation of ancillary income as well as call centre costs and

. payment processing costs, were £2.0m (2021: £1.7m) reflecting the revenue recovery and increosed trading days. However,

the year on year increase was lower than expected as a result of improved stock management.

Other income

Other income in the year amounted to £0.8m (2021: £7.3m). The prior year income consisted largely of income received
under the various Covid-19 related Government grant schemes. As all gyms were open throughout the current year, no
grants have been received in 2022. :

Underlying operating expenses before depreciation, amortisation and impairment
Underlying operating expenses before depreciation, amortisation and impairment are made up as follows:

Year ended Year ended
31December § 31December
2022 2021
) £m £m
Site costs before Normalised Rent ' 85.0 : 60.2
Site Normalised Rent 3294 29.3
Site costs including Normalised Rent n7.9 89.5
Central support office costs 15.4 16.0
Central support office Normalised Rent ) 0.4 04
Central support office costs including Normalised Rent - 15.8 16.4
Share based payments - 14 29
135.1 108.8

Less: Normalised Rent | (33.3) 29.7)
Underlying operating expenses before depreciation, amortisation and impairment l 101.8 i 791

Site costs including Normalised Rent

Site costs including Normalised Rent in 2022 increased to £1179m (2021: £89.5m) as we returnedto more normal operating
conditions, with sites open for the whole yeor. Utilities costs were £2.8m higher year on year, reflecting not only the
increased number of trading days but also the significant increases in wholesale gas and electricity prices as a result

of geopolitical events. As a result of the Group's utilities hedging, the impact of the price increases was contained to

Q4 2022. However, as previously indicated, we expect utility costs to increase by a further £10m in 2023. Business rates
also increased year on year as Covid-19 related Government support was removed. Staff and cleaning cost increases
reflected the rise in the National Living Wage as well as the return to normal trading and removal of the furlough scheme.
New openings in 2021 and 2022 also contributed to site cost increases year on year.

1 Due tothe Government-enforced closures in the first 3.5 months of 2021, the full year ARPMM for 2021 is distorted and does not provide ¢ meaningful year
On year COMporotor.



The Gym Group plc | Annual Report and Accounts 2022

jtodais
oibainnig

Site Normalised Rent costs, which ore defined as the contractual rents thot would have been paid in normal
circumstances without any agreed deferments, recognised in the monthly period to which they relate, amounted to
£329m in the year (2021} £29.3m). The increase year on year largely reflects the growing gym portfolio.

(+)

Central support office costs including Normalised Rent
Central support office costs in the year were broadly in line with the prior year at £15.8m (2021 £16.4m).

Share based payments
Share based payment costs in the year amounted to £1.4m (2021: £29m). The reduction year on year refiects the impact

of leavers in the year as well as share price movements.
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Underlying depreciation and amortisation

Underlying depreciation and amortisation charges in the year amounted to £59.3m (2021: £52.7m). The increase year on
year reflects the increased gym portfolio, as well as accelerated depreciation and amortisation on a number of assets
that have been replaced following the launch of the new consumer website and brand.

SIUBWAINIS
|oIouUD UL

Group Adjusted EBITDA Less Normalised Rent

The Group's key profit metric is Group Adjusted EBITDA Less Normalised Rent as the Directors believe that this measure
best reflects the underlying profitability of the business. Group Adjusted EBITDA Less Normalised Rent is reconciled to
statutory operating loss as follows:

_;eualn:_e-n:er Year ended

31December | 31December

2022 2021

£m £m
Operating loss (2.3) (26.7)
Non-underlying operating items 129 65
Share based payments s 1.4 29
Underlying depreciation and amortisation 59.3 52.7
Group Adjusted EBITDA 7.3 | 35.4
Normalised Rent . (33.3) (29.7)
Group Adjusted EBITDA Less Normalised Rent 38.0 57

Group Adjusted EBITDA Less Normalised Rent was £38.0m (2021: £5.7m) and reflects the increased site profitobility as a
result of revenue recovery and the higher proportion of open trading days.

Underlying finance costs

Underlying finance costs amounted to £161m (2021: £16.6m). The implied interest relating to our property and capitol
leases was £13.3m (2021: £14.0m). Finance costs associated with our bank borrowing facilities were £2.8m (2021: £2.6m)
comprising interest costs and fee amortisation.

In May 2022, the Group made certain changes to its revolving credit facility (RCF’). These included a one-year extension
of Facility A (E70m) to October 2024; the cancellation in full of the temporary Facility B (£30m) and replacement with a
new £10m facility to October 2024; and further reloxation of finonce lease restrictions. Funds borrowed under the RCF
now bear interest at a minimum rate of 2.85% (previously 2.60% whilst Facility B was in place).

119
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Strategic report

Financial review continued

Non-underlying items

Non-underlying items are costs or income which the Directors believe, due to their size or nature, are not the result of
normal operating performance. They are therefore separately disclosed on the face of the income statement to allow a
more comparable view of underlying trading performance.

r Yééf‘ev:;éd k Year ended
. 31December ' 31December
2022 | 2021
£m ! £m

Affecting operating expenses before depreciation, amortisation and impairment f '
Costs of major strategic projects and investments . 46! 1.8
Restructuring and reorganisation (income)/costs (including site closures) ; (0.2), 0.5
? 4.4 23

Affecting depreciation, amortisation and impairment 1 i
Impairment of property, plant and equipment, right-of-use assets and intangible assets 1 8.3 . 4.0
Amortisation of business combination intangible assets i 0.2 . 0.2
] 85 4.2

Affecting finance costs ;
Remeasurement of borrowings { 09! 0.8
Refinancing costs ! 0.1 f 01
i 10 | 09

j I
Total all non-underlying items before tax ! 13.9 [ 7.4

Tax credit on non-underlying items ! (1.5)'E 0.5)

Total all non-underlying items i 12.4 69

Non-underlying items affecting operating expenses before depreciation, amortisation and impairment in the year
amounted to £4.4m (2021: £2.3m).

The costs of major strategic projects and investments of £4.6m (2021: £1.8m) includes £4.0m (2021: £0.5m) in relation

to the Group’s brand transformation. The total costs incurred in the year in respect of this project were £6.5m of which
£40mis reflected in the income statement and relates to the relaunch of the brand and creation of the Group’s visual
identity and marketing assets, and £2.5m is included in property, plant and equipment and relates predominantly to new
site signage. The remainder of the costs included in other strategic initiatives in the year largely relate to the integration
of the three sites acquired from Fitness First in March 2022.

The credit in restructuring ond reorganisation costs in the yeor reflects lease surrender income and costs associated
with the closure of a small number of gyms, together with the profit on remeasurement of one of the Group’s leases.
Also included here are the costs associated with the various Board changes thot occurred during the year.

Non-underlying costs affecting depreciation, amortisation and impairment in the year amounted to £8.5m (2021: £4.2m),
of which £8.2m (2021: £4.0m) relates to the impairment of 13 sites where slower recovery from Covid-19 and changes in
hybrid working patterns have impacted on performance. Also included here is the amortisation of business combination
intangibles acquired as part of the Lifestyle, easyGym and Fitness First acquisitions.

Non-underlying items affecting finance costs amounted to £10m (2021: £09m) and largely reflect the remeasurement
of the Group's RCF following the changes agreed with the lenders.

Taxation

The tax credit for the year was £01m (2021: credit of £8.8m), representing an effective tax rate of 0.5% (2021:199%).

The trading losses incurred as a result of the Covid-19 pandemic, together with the introduction in March 2021 of the
temporary enhonced copital allowances regime (‘super-deduction tox break’), have resulted in significant tax losses to
carry forward which are not anticipoted to be fully utilised during the three years covered by the Group's financial plan.
Losses for which no deferred tax asset is recognised equate to £20.2m, resulting in an unrecognised deferred tax asset of
£51m using a 25% tax rote. There is no time limit for utilising trade losses in the UK.
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Earnings
As a result of the factors discussed above, the statutory loss before tax was £19.4m (2021: loss of £44.2m) and the
statutory loss after tax was £19.3m (2021: loss of £35.4m).

Adjusted loss before tax is calculated by taking the statutory loss before tax and adding back the non-underlying items.
Adjusted loss before tax was £5.5m (2021: loss of £36.8m). Adjusted loss after tax was £69m (2021: oss of £28.5m).

The basic and diluted loss per share was 109p (2021 loss of 20.7p), and the basic and diluted adjusted loss per share was
39p (2021 loss of 16.7p).

Dividend

Itis a condition of the new £10m additional facility under the RCF that the Company shall not declare or pay a dividend.
Although this facility is currently undrawn, the Directors would like to continue to have access to it as necessary and,

- as aresult, the Directors are not proposing a final dividend in respect of 2022.

Acquisition of sites operating under the Fitness First brand

On 22 March 2022, the Group acquired three sites operating under the Fitness First brand for cash consideration of
£5.4m. The sites are located in residential areas of East London where we have traditionally been very successful.

The gyms were converted to The Gym Group format in late 2022. A transitional service agreement (TSA) was in place
during the period between acquisition and conversion.

A valuation has been performed on the tangible and intangible assets acquired in the transaction resulting in goodwill
of £41m. Further information is included in note 13 to the consolidated financial statements.

Cash flow

Year ended Year ended

31December | 31December

2022 2021

£m £m

Group Adjusted EBITDA Less Normalised Rent 38.0 57
Rent working capital (2.1) (29)

Movement in other working capital 3.2) 74
Maintenance capital expenditure (8.7); (39

Group operating cash flow 24.0 6.3
Non-underlying items (5.3) 2.2)
Interest paid (29) (20)
Taxation 0.8 | (o))

Free cash flow 16.6 ] 20
Expansionary capital expenditure funded by leases (8.0)} (7.2)
Expansionary capital expenditure funded by other sources (35.0) ! (21.8)
Refinancing fees (0.7) | [(OR))]

Proceeds from disposal of equipment 04, -

Net consideration paid on acquisition 5.4)! -

Net proceeds from issue of Ordinary shares 0.1 30.3

Cash flow before movement in debt I (32.0)5 32

Net increase in finonce lease indebtedness 5.1 { 6.4
Net drawdown of borrowings 25.0 | (6.0)

Net cash flow ) [ (1.9)5 36

The Group operating cash inflow in the year wos £24.0m (2021: inflow of £6.3m) as the improved EBITDA Less Normalised
Rent was partially offset by working capital outfiows and higher maintenance copital expenditure.

The outflow on rent working capital of £21m in the yeaor (2021: outflow of £29m), reflects the continued unwind of deferred
rents from 2020 and 2021. As at 31 December 2022, only £01m of rent deferrals remained outstanding (31 December
2021: £2Im). The net outfiow on working capital (excluding rent) in the year was £3.2m (2021 inflow of £74m) and reflects o
return to more normal trading patterns.
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Strategic report

Financial review continued

Fixed asset additions in respect of maintenance copital expenditure in the year omounted to £119m (2021: £4.7m) as we
returned to more typical levels of maintenance to mirror the return to regular operations. Adjusting for the movement in
capital creditors, the cosh flow from mointenance caopito! expenditure was £8.7m (2021 £39m).

Fixed asset additions in respect of expansionary capital expenditure in the year amounted to £46.5m (2021: £29.4m) and
relote to the Group's investment in the fit-out of new gyms and investment in our technology and brand transformation
projects. The fit-out costs are stated net of landlord contributions towards building costs. During the year, we opened

28 new gyms and substantially completed work on a further two sites which were opened in January 2023, spending a
total of £35.2m, of which £8.0m was funded by finance leases (2021: £7.2m). The investment in technology in the year of
£8.8m relates largely to enhancements made to the member experience, including improvements to the Group’s website
ond new functionality in the app. £2.5m was spent on the brand transformation, largely in respect of new site signage.
Adjusting for the movement in capital creditors, the cosh flow from expansionory capital expenditure was £43.0m (2021
£290m), including the amount funded by finance leases.

The net consideration paid on acquisition of £5.4m relates to the acquisition of three sites from Fitness First in March
2022. Included within the expansionary capital expenditure above was £2.Jm of conversion costs.

Balance sheet

[ T Asat! Asot

31December * 31December

2022 | 2021

£m | £m

Non-current assets : 580.4 | 5499
Current assets 15.2 ¢ 14.8
Current liabilities 64.7). (57.4)
Non-current liabilities (396.9)_‘ (355.2)
Net assets ; 134.0 | 1521

Non-current assets increased in the year by £30.5m to £580.4m. £9.5m of the increase relates to the fair value
accounting in relation to the acquisition of the three sites from Fitness First and a further £21m relates to the conversion
of those sites to The Gym Group format and brand. Full details of the fair values of all assets acquired as part of

the Fitness First transaction are set out in note 13 to the consolidoted financiol stotements. Right-of-use assets ond
Property, plant and equipment also increased as a result of opening 25 organic sites in the year, but this increase was
partially offset by the impairment charge discussed under Non-underlying items earlier in this report. As noted in the
Toxation section, the Group has an unrecognised deferred tax asset of £5.Jm at 31 December 2022.

Non-current liabilities increased by £41.7min the year, to £3969m partly refliecting the increased lease liabilities from the
new and acquired sites. Drawings under the RCF also increased by £25.0m in the year to fund both the acquisition of the
sites from Fitness First and part of the organic site rollout.

As at 31 December 2022, the Group had Non-Property Net Debt of £761m (31 December 2021: £44.1m) comprising drawn
facilities of £70.0m and finance leases of £11.5m, less cash of £5.4m.

Going concern

The Boaord has reviewed the finoncial plan and downside scenarios of the Group and has a reasonable expectation that
the Group has adequate resources to continue in operational existence for the period to 30 June 2024. As a result, the
Directors continue to adopt the going concern basis in preparing the consolidated financial statements. In making this
assessment, consideration has been given to the current and future expected trading performance; the Group's current
and forecast liquidity position and the support received to date from our lenders and shareholders; and the mitigating
actions that can be deployed in the event of reasonable downside scenarios. Further detail is provided in note 2 of the
consolidoted financial statements.
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Trading update and outlook

The business has had an uneven start to the new financial year when compared with Board expectations, with
membership at the end of February 2023 of 890,000, up 8.4% versus the end of 2022 (2022:149%). Revenue after two
months hos grown 18.7% year on yeor, reflecting membership growth of 8% and yield growth (ARPMM) of 10%. Like-for-
like revenue for the two months reached 97% of the pre Covid-19 level, driven by increases in ARPMM whilst remaining the
lowest cost nationwide gym chain.

We continue to expect energy costs to be ¢.£10m higher in 2023 compared to 2022 and are now 96% hedged for FY23.
We olso expect that the current difficult mocroeconomic environment and its impact on consumer demand will continue
throughout the year. Therefore, we now anticipate the full year revenue increases from yield improvements ond new site
openings to be broadly offset by cost increases.

We intend to take a more measured approach to our new site openings in 2023 and anticipate opening up to 12 new sites,
with all openings being self-financed. As a result, leverage (calculated as Non-Property Net Debt : Group Adjusted EBITDA
Less Normalised Rent) is expected to remain within the range of 1.5 to 20x.

Luke Tait
Chief Financial Officer
15 March 2023
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Strategic report
Market review

Strengthen
our position

The low cost sector has proven to be the most resilient segment of the health and
fitness industry in the UK in 2022. In times of a difficult economic climate, our
significant experience, benefit of economies of scale and a highly cost efficient
operating model enable us to further strengthen our position as a market leader.

Consumer demand

Covid-19 has driven an increase in the
importance of health and wellbeing,
with a focus on exercise, resulting

in strong initial recovery in gym
demand in the first holf of 2022, as
Covid-19 restrictions oand concerns
eased. By March 2022, the total UK
gym membership was back to 2018
levels and the low cost sector close to
2019 membership numbers.

UK gym membership (m)**

Whilst demand for gym memberships
remained positive, the recovery
stalled in the second half of the

year as cost-of-living concerns

and pressure on consumer

spending increased.

Within this macroeconomic
environment, Covid-19 has left a
lasting change on patterns of work
and exercise with more people
working from home more regularly.
Most of our estate is in residential
areas ond well positioned to benefit
from this trend.

Number of si

The remaining 7% of our estate

is highly workforce-dependent
and, whilst stilt important to our
nationwide network and LIVE IT
membership, slower in its recovery.
All our new openings since 2019
have been in predominantiy
residential areos.

tes by category 2019-2022
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The Gym Group plc | Annual Report and Accounts 2022

(ndustry supply

The impact of two years of
disruption coused by the pandemic,
followed by rising costs and removal
of Government support, has put
pressure on many operators in the
sector. This resulted in over 600
closures of health and fitness clubs
to March 2022. A survey of public
sector operators conducted by
ukactive, showed thot leisure services
are expected to be reduced or lost
entirely in 40% of council areas
before the end of 2023' due to the
increase in energy costs.

The low cost gym sector is once
again proving its resilience to
recession and whilst the total
number of fitness clubs in the UK
as of March 2022 decreased for
the first time in over ten years, net
supply of low cost gyms increased
by 33 sites in 2022, predominantly
driven by the two largest low

cost operators.

1 ukactive news 03/11/2022.

-

In this trading environment, the
benefit of economies of scale,
competitive pricing and a highly cost-
efficient operating model, enabled

us to open 28 new sites and further
strengthen our position as a market
leader with a low cost market share of
29.3% (up from 26.7% in Dec 2021).

UK low cost gyms

781

as at 31 December 2022

Market share

29.5%

up from 26.7% in December 2021

PureGym

The Gym Group
énergie Fitness

Jo Gyms/XercisedLess
Trugym

24/7 Fitness

Simply Gym

s S

Bl Number of sites for each company at 31 December 2021
BB Number of sites at 31 December 2022, shaded area shows net growth

j10das
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GJ .

C]  Number of sites at 31 December 2022, shaded area shows net loss

e

/
Growth potential

Whilst the current difficult
macroeconomic environment puts
pressure on consumers to prioritise
their spending, exercise proves to be
no longer a discretionary item for
many. A recent PwC consumer study
asked which categories people
would potentially cut back on. Only
36% of those surveyed said that
they would cut back on ‘paid health
and wellbeing’ in comparison to
70% planning to cut back on take-
aways and deliveries and 66% on
restaurant meals and pub visits.

As the lowest cost, nationwide, 24/7
gym operator in the UK, we are well
placed to attract the portion of the
market that is ready to switch from
premium and mid-market fitness
clubs in search for better value for
money and retain the members that
have already chosen us as their

A PwC market study published

in February 2019 into the total
market potential for low cost gyms
assesses the overall opportunity for

preferred health and fitness provider.

Our covenant and reputation,
clongside @ highly experienced
property acquisition team and
sophisticated location appraisal
process, enabled our rapid growth
to date and are key to our successful
expansion programme.

the sector to be between 1,200 and
1,400 gyms. As at December 2022, we
estimate the total number of low cost
gyms to be 78], resulting in additional
growth potentiol in the market of
400-600 gyms.

The Gym Group average DO IT
headline rate per month

221.49

Which of the following spending categories
will you cut back on in the next 3 months

Average competitor
headline rate variance

where we compete PwC Cor R ch November 2022
€4 +£3.83 70%
0% 66% 66%
62%
60%
50%
6235 +£233 so% 42%
40% 36%
30%
20%
0%
0%
PuraGym  JD Gyms snumla Take-avoy/ Restouront Bars Leiswre (eg. Secondary Motn Poid for

&pubs cinema.events) holiday hotiday exarzise

Tness delivery meals
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Strategic report

Strategic framework

Fit for

the future

Innovative technology
and great people
enable us to operate

a high quality estate,
providing a compelling
member proposition
and sustainable and
impactful growth.

\

High
quality
estate
See Strategy in action |
Pages 28-29
Progress in 2022
¢ We delivered record site growthin
2022 with 25 organic openings and
the acquisition and conversion of

three sites from Fitness First, moking
a total of 28 new gyms.

With sizes ranging from 7000 to
21,000 square feet, our adaptable
model and flexible format has
allowed us to deliver exceptional gym
facilities in a wide range of locations
and building types.

¢ Qur strong relationships with
landlords and financial covenant
continue to enable us to secure
prime locations.

Q:ompelling

\

member

experience
See Strategy in action |
Pages 30-31
Progress in 2022
* We further strengthened the
flexibility for our members to workout
whenever and wherever suits them
by adding the highly rated Fiit on-

demand fitness app to our premium
LIVE IT membership for no extra cost.

« LIVE IT,which provides access toall
our 229 sites, was chosen by 29.6% of
our members (compared to 271% as
ot 31 December 2022). The 2022 take-
up is the highest proportion ever.

A friendly, inclusive atmosphere
comes across positively in the scores,
with 66% of members surveyed rating
our service outstanding (5 out of 5).

Risks
» Operational gearing

* Member experience
¢ Structural chonge in the industry
« Relationships with key suppliers

Risks
+ Significant business interruption

* Member experience

» Trading environment

« Structural change in the industry
« |T dependency

« Reputation, brand ond trust

Performance measure

229

Total number of gyms as at

31 December 2022

Qs 202 at 31 Dec 2021) j

Performance measure

66%

of members rated us outstanding
(5 out of 5) for staff friendiiness

- /




Innovative
technology
and marketing

See Strategy in action |
Q Pages 32-33

Progressin 2022

* Asignificant investment has been
made into digital this year. We
launched our new customer-facing
website designed to work brilliantly
on mobile devices, which is where we
see most of our web traffic.

* We continued to invest in technology
infrastructure throughout 2022,
benefiting members and stoff. A new
cloud hosted digital platform lounched
in April uses the latest technologies to
maximise performance and deliver the
best online experience to members
across web and app.

We also rolled out our new brand
successfully, deploying a new visual
presence across 229 external signs,
and rebranding key digital touch points
across our website and member app.

Unique
team and

culture
See Strategy in action |
Pages 34-35
Progress in 2022
* We launched our ‘people promise’ to
focus on our commitment to provide
development opportunities and
career pathways, support employee

wellbeing and nurture a friendly ond
inclusive culture.

We launched our Emerging Talent and
Apprenticeship programmes providing
development opportunities for our
operational and support teams.

* We were awarded the ‘We Invest in

Wellbeing Silver’ accreditation in
recognition for our ongoing focus on

employee wellness and maintained our
‘Investors in People Gold accreditation.

Risks

* Structural change in the industry
* IT dependency

« Cyber and data security

« Reputation, brand and trust

* Relationships with key suppliers

Risks
* QOur people
¢ Reputation, brand and trust

Growing
sustainably

See Strategy in action |
Q Pages 38-53

Progress in 2022

* In 2022, we delivered £756 million of
social value in communities across
the UK through workouts in our
gyms, contributing to the improved
health, wellbeing and educational
development of our members. We
also increased the percentage of
our members working out regularly in
our gyms (more than four times per
month) by 7%.

* Our commitment to net zero has
taken a significont step forward
with a detailed preparation of a full
submission to S8Ti.

* We are working towards our targets
of 50/50 gender balance by 2030,
and 40% female leaders by 2025. In
2022, we increased the percentage
of female senior leaders by 6.3
percentage points to 351% (up from
28.8% in 2021).

Risks
* Significont business interruption

* Operational gearing
* Reputation, brand and trust
* Relationships with key suppliers

Performance measure

27%

more digital users in July - Dec 2022
(versus the some period in 2021, across
website and opp combined, compared

Q 14% estate growth) /

Performance measure

65%

promotion rate of Fitness Trainer
Emerging Talent programme

Performance measure

£756m

of social value created in 2022

Siuswelols
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We delivered record site growth in 2022 with 25 organic openings ond the acquisition and
conversion of three sites from Fitness First, making a total of 28 new gyms. With sizes ranging
from 7,000 to 21,000 square feet, our adaptable model and flexibie format has allowed us to
deliver exceptional gym facilities in a wide range of iocations and building types. Through
our rigorous standards and maintenance regimes, we provide a safe environment, deliver

an exceptional member experience, and ensure our gyms are highiy energy efficient and

up to date.

See Strategiciframework U




Targeted locations

Retail parks have proved highly attractive and
successful locations and 57% of our 2022 cohort
has been located within existing parks, with

a further 21% in high footfall locations. Easily
accessible gyms in highly residential areas have
proven the quickest to recover since reopening and
with our sophisticated approach to site selection,
we have ensured that all sites opened since 2019
have been in predominantly residential areas.

Our strong relationships with landlords and
financial covenant continue to enable us
to secure prime locations.

28

new gyms in 2022

The Gym Group plc | Annual Report and Accounts 2022

Birmingham
Selly Oak

City Residential
Opened August 2022
Size: 15,145 sq. ft

Romford

Greater London
Commuter town centre
Opened November 2022
Size: 20,839 sq. ft

Glenrothes

Town

Retail Park

Opened August 2022
Size: 9,074 sq. ft

alodal
216930138
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Member centric

Our flexible gym format and design continues

to evolve providing facilities closely matched to
the member usage patterns, demographics and
demands. We continue to work on eliminating
‘gymtimidation’ and providing comfortable, safe
and accessible facilities, delivering on our purpose
of breaking down barriers to fitness for all.

We constantly monitor the market trends and
member demand to ensure we reflect the latest
expectations of our members. We continue to
upgrade equipment and adapt our offer to remain
current and relevant to all audiences.

Grimsby —

-Sustainable devélppmeht o

Welremaintfocusedlonithelcosyoffdeliverylofinews
SitesiasiwelllGsttheliongltermioperatingicostand
sustainobilityloffoudgimsi®udongoinglinvestments
infenergyletficienydesign¥somethingithatihosioeen
ongoingiomangljearstwilldelivegsignincant
benentstgivenithelrecentfincreasesintutiitylcostsy

Welcontinuetoevolvelanalimproveithelenerggland)
sustainobilitylpegformancelinlolfgymsYosidetailed)
infthelSustainabilityireporfonoagest3szs 3y
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“In-2022, we continued to strengthen
our member proposition, investing
in our'gyms and digital experience, -
as well as creating an ever more
flexible, friendly and effective
training environment for our
members. Our commitment to

- providing a friendly, positive and

:,'ihclusive environment comes

- through strongly in our member
satisfaction scores.” |




High quality, low cost

Our high quality gym equipment is at the heart
of our value proposition for members. in 2022, we
invested £5.5m in new kit to ensure all our existing
gyms remain relevant and up to date, whilst
remaining the UK's lowest cost 24/7 nationwide
gym operator. 22 sites received a mo}or overhaul
and replacement of kit, including Guildford, which
was extended by 5,200 sq. ft. A further 45 sites
received significant investment, as part of our
plate loaded rollout and kit enhancements.

invested in new kit

The Gym Group ple | Annual Report and Accounts 2022

Member satisfaction

On the whole, member engagement remained strong
in 2022, supported by our four visits a month metric
which was above pre Covid-19 levels. We measure how
satisfied our members ure by yuining regular online
feedback and measuring against OSAI scores. 57%
ot members surveyed told us thdt they were highly

11o0das
o1baypa1g

(]

satisfied (5 out of 5) with our service. Our teams are
central to this and with a friendliness score ot 66%, we
are always aiming to deliver a friendly, inclusive and
social environment.
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friendliness score

Ultimate flexibility

24/7 opening hours, no contracts and online
classes are a key part of our flexible member
offer. With members settling into new working
and exercise patterns post Covid-19, we further
strengthened the flexibility for our members to
workout whenever and wherever suits them by
adding the highly rated Fiit on-demand fitness
app to our premium LIVE IT membership for no
extra cost. Those members automatically get Fiit
premium worth £20 per month which includes
access to over one thousand classes from expert
trainers that can be used on-demand in the gym,
at home or on the move. LIVE IT, which provides
access to all our 229 sites, was last year chosen
by a higher proportion of our members than ever.

29.0%0

of members signed up to
LIVE IT at 31 December 2022
(vs 27.1% as at 31 December 2021)

One of UK’s top gym member app

\Weihavelcontinuedltoimproveltheldigitallexperience]
infougmemberappwithimanynewlfeaturestilighlights
includelthelintroductionfoffoniineqworkoutsYretreshing
theluserfexperiencearoundlougnewlbrandiidentityond]

providinglajpersonalitroningbookinglservice¥AsGy
20228welhadlovedos0KImonthiyluserstand
lonelofsthelbestirotedlappslinithelsectord

out of 5 rating
on Apple App Store

AN

“U“O

out of 5 rating
on Android App Store
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Inneyeive

“We made significant investments
in our technical capabilities and
have redeveloped our online digital
platforms. In addition, we launched
a new brand identity, which
represents our purpose of breaking
down barriers to fitness for all.”

Emily Kortlang | Chief Marketing Officer

QSee Strategic framework | Pages 26-27



New digital platform

A significant investment has been made into
digital this year. In April 2022, we launched our
new customer facing website. The site is where The
Gym Group experience begins for every member
and is key to every joining process. It is designed
to work brilliantly on mobile devices, which is where
we see most of our web traffic. The new platform is
also highly scalable and resilient, looks fantastic,
has state of the art analytics capabilities, and can
be easily optimised to maximise the number of
visitors that make a purchase.

The Gym Group plc | Annual Report and Accounts 2022

Technology infrastructure

We continued to invest in our technology infrastructure
throughout 2022, benefiting members and staff. A new
cloud hosted digital platform, launched in the first half
of the year, uses the latest technologies Lo maximise
pertormance and deliver the best online expeérience

to members dcross web and app. New security Lools
delivered to members in May 2022, gives them a
seamless experience however they choose to connect
with us, while new automation tools make life easier
and more secure for our staff, helping us to run the
business more efficiently, as we grow the estate.
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Price optimisation

2022 also presented a significant opportunity to
optimise pricing across a range of products. New
price optimisation tools were developed to enable
price to be managed more dynamically than ever
before, and data science models now allow us to
predict price elasticity and likelihood to churn for
different cohorts of members. New products and
features were launched in the second half of the
year, and a new enterprise data warehousing and
analytics platform developed in 2022, will allow us
to deliver even more advanced data models and
insight in 2023.

Rolling out the new brand

Havinglidentifiedjthatforandlawarenesstrodouy

previotsitiadinglbrandghelGymgwaslowlourgtask]
Wwosthioccreatelnew dentitylsystemiioimeaninguily
expressiouorandiinlthelStmmerforg?0228we desighed)
andlcicatediotignewyvisuallidentitUanisinvolved)
SUccesstullydeployinglotdiewvisialidentitfiacross
m@ma@mmm
pointelofoligwebsitelondimembey

New creative plutform
m@@l@

visualidentitgand,GymEaceallowed GE@

drivebranddistinctiontbolstegowareness’and grow,ours
imarketisharebyattractingnew oudiencesyneimost
recentibrand,gwarenessimetricsiareencouragingwithy
[Gi5’0lpercentage,pontincreaseinprompted awdrenesss
inttheli2smonthstSinceikebriaryr 0223
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Our frlendly. mclusvve, and people centred

fire; contmues be a key part of our success.

Investors in People

We are thrilled to have maintained our
Investors in People ‘We invest in people’ Gold
accreditation demonstrating our ongoing
commitment to our people. In addition, we
were awarded the 'We invest in wellbeing’
Silver accreditation in recognition for our
ongoing focus on employee wellness.

glassdoor (‘,* :;
e 02
INVESTORS IN PEOPLE’

Wae invest in people Gold

INVESTORS IN PEOPLE’

We invest in wellbeing Silver




Wellbeing in 2022

We have continued to embed our holistic
approach to wellbeing and the support available
to employees: relaunching our wellbeing

strategic pillars and principles to the business,
enhancing and promoting our employee welibeing
resource hub, and launching our Mental Heaith
Ambassadors programme to improve awareness
of the support and resources available to
employees. Following the success of our 2021
LeadWell programme in partnership with Outliers
Wellbeing, we extended this into 2022, providing
employees with further training on psychological
safety, tackling burnout and leadership behaviour.

The Gym Group plc | Annual Report and Accounts 2022

Diversity and inclusion 3w
v =

This year, we were pleased to make progress % %
towards our Equality, Diversity and Inclusion ('EDI’) Q
(1]

pledge targets, through focusing on the attraction,
progression and retention of diverse talent. We have
continued Lo eimbed vul EDl employce worlc groupe
who have champloned inclusion Lthroughout the ycar

B

celebrating key events such as Pride and Black History
Morilh und implementing initiatives such as our
Inclusive Traineeship. Further details on all our

EDl initiatives can be found in the Sustainability

report on pages 44-45.
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Employee engagement

We are proud to have achieved high employee
engagement scores throughout 2022, increasing our
level of employee engagement across the business by
6% to 67%. We qttribute this to our focus on learning
and development, recognition and reward, while
creating a positive environment for people to work.

xpenenceond ﬁtness
, d?mﬁmm@ﬁﬁm?
B¥OUi{BUsiness\SUppoLiKi
: =aﬂ@eﬁii@@gm@mm

mﬁtﬁ@?

Bﬁmﬁi@ﬁﬂm
@aimai@
@mmmm
hesskillstrequireditoransitiontintooperationall
[opprenticeshipdeveloprmentopportunitiesacross]
ouGUmMISUpporiteamsenablingemployees]to
lunderfakelgiprotessionalgualificationirelevantito]
theirgole

WehavercontindeditoembediCoachinglioy
Reriormoncelprovidingoiameworkfofmanagers]
@@m@?ﬁi@?
Leamsttacilitateieffectiveldevelopmentdiscussionss
andlenstrealignmenttolthelGroup siobjectivesttol

it 66% :

of Erfnerging Talent Assistant
General Managers promoted
to General Manager

of Emerging Talent Fitness
Trainers promoted to
Assistant General Manager

i35
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Key performance indicators (‘KPIs’)

Growing an

We use o number of financial and non-financial KPis to
measure our performance over time. We select KPIs that
demonstrote the financicl and operational performance
underpinning our strategic drivers. During the year,

we streamlined our KPIs to ensure they remain closely
aligned with our strategic goals, and how the Directors

Non financial

Gotal number of gyms

+13.4%

-
N
(=
N
N

2239]

2021
2020
2019
2018

202
183
175
159

recovering

view and manage the business. As a result, the number
of mature gyms and the mature gym site EBITDA are no
longer shown as separate KPIs. Non-Property Net Debt
is also no longer shown as a separate KPI but remains

a key component of Non-Property Net Debt to Group

Adjusted EBITDA.

+14.3%

KTotal number of members ‘000

Definition
Number of gyms open at the
end of the year.

2022 performance

The total number of gyms grew by
13.4% during 2022, as the Group
opened 25 new organic sites

and acquired three sites that
previously operated under the
Fitness First brand. One gym was

Link to strategic goals
High quality estate

[2022 : 821]
2021 718
2020 578
2019 794 -
Definition 2022 performance
Total gym memberships The total number of members has
at the end of the year. increased year on yeor reflecting

post Covid-19 recovery and

new site openings. City centre
workforce-dependent sites are
recovering at a slower pace than

Link to strategic goals
Compelling member experience
Growing sustainably

Definition

Revenue divided by the average
number of members divided

by the number of months in

the period.

2022 performance

ARPMM increased by 1.3% in
2022, driven by an increase in the
average headline price of around
£2 and an increase in the take-up
of our premium product, LIVE IT
(from 271% of total members in
2021 to 29.6% in 2022). ARPMM for
the second half of the year was
£18.30, up 4.0% on 2021.

Link to strategic goals

High quality estate

Compelling member experience
Innovative technology

ond marketing

-

+6ppts

Definition
The proportion of employees that Our employee engagement

2022 performance

responded ‘Strongly Agree’ to the
engagement survey questions.

continues to strengthen,
increasing a further 6 pptsin
2022. This refiects our continued
focus on building an inclusive
work environment that has strong
relationships within teams who
recognise each other for their

Link to strategic goals
Unique team and culture

N

@mplogee engagement score % \

K commitment to The Gym Group. /

K closed during 2022. K the rest of the estate. /
/Average Revenue per Member per Month (‘ARPMM’) Eﬁ (Members that visit 4+ times in a month % \
+1.3% +14.6ppts
[2022 17871 [2622 4721
. : : . vt Z 2021 B 32.6
- 2019 - .

Definition

The percentage of total members
that have visited the gym four or
more times in a month, calculated times per month has increased

2022 performance

The percentage of members
visiting the gym four or more
as a rolling 12 month average. significantly in 2022, and is now
exceeding levels achieved pre
Covid-19. Research shows that
people who visit the gym four

or more times per month are
more likely to continue their
membership and gain significant
health benefits from it, which
drives increased social value. /

Link to strategic goals
Compelling member experience
Growing sustainably

-

1 Inorder to provide better year on year comparability for yield. the figures
presented for 2021 and 2020 have been adjusted to exclude the impact of UK
Government-enforced closure periods as a result of the Covid-19 pandemic.
The 2021 figure is calculated for the period from July 2021 to December 2021
when all gyms were fully open and trading had returned to normol. The 2020
figure is calculoted on a site-by-site basis ond excludes days when the sites
were required to be closed due to Government restrictions.



Financial

+

ez

17291

2020 80.5

Definition

Revenue is generated from
membership fees and ancillary
services, such as rental income
from personal trainers and
vending income.

Link to strategic goals

High quality estate

Compelling member experience
Innovative technology

and marketing

N\

106.0

1531
1239

2022 performance

Revenue in the year increased

by 631% reflecting a full year of
open trading days (compared with
72% in the prior year), as well as
increased prices and LIVE IT take-
up. See the Financial review on
pages 16-23 for further details.

/

+£17.7m

Group Adjusted EBITDA Less
Normalised Rent plus the
movement in working capital less
maintenance capital expenditure.
Maintenance capital expenditure
comprises the replacement of
gym equipment and premises
refurbishment.

Link to strategic goals

High quality estate

Compelling member experience
Innovative technology

\ond marketing

KGroup operating cash flow £m

12021 63
! 2019 302
2018 - 340
Definition 2022 performance

Group operating cash flow
increased by £17.7m as the
improved EBITDA Less Normalised
Rent was partially offset by
working caopital outflows and
higher maintenance capex spend.
See the Financial review on pages
16-23 for further details.
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/Return on Invested Capital ('ROIC’) %2

20%

[2022 20.0]
Definition 2022 performance

ROIC increased to 20% in 2022,
reflecting the continued revenue
recovery. However, as like-for-
like revenue in the mature gyms
only reached 90% of 2019 levels
and the macroeconomic and
geopolitical environment led
High quality estate toincreases in the cost base
Compelling member experience  (especiallyin utilities and staff

Innovative technology and marketing costs), ROIC has not returned to
pre Covid-19 levels.

Group Adjusted EBITDA Less
Normalised Rent contributed
by mature sites divided by total
capital initially invested in the
mature sites.

Link to strategic goals

_/

2.0x

2021
098
a7

Definition

Non-Property Net

Debt as a proportion of Group
Adjusted EB!TDA Less Normalised
Rent. Non-Property Net Debt
comprises bank and non-property
lease debt less cash and cash
equivalents.

Link to strategic goals

High quality estate

Compelling member experience
Innovative technology

ond marketing

\_

Gon-Propertg Net Debt to Group Adjusted EBITDA\

(20227 20

774

2022 performance
Non-Property Net Debt to Group
Adjusted EBITDA has improved
significantly in the year as o
result of the improved trading
performance and now lies within
the Group's target range for
leverage of 1.5x-2.0x.

_ | J

KGroup Adjusted EBITDA Less Normalised Rent £m \

+£32.3m

L2622 38.07]
57
-102
2019 . .. 48.5
2018 - 391
Definition Link to strategic goals
Operating profit before High quality estate

depreciation, amortisation,
long term employee incentive
costs and non-underlying
items and after deducting
Normalised Rent. Normalised
Rent is the contractual rent that
would have been paid in normal
circumstances without any
agreed deferments, recognised
in the monthly period to which
it relotes.

Compelling member experience
Innovative technology
and marketing

2022 performance

Group Adjusted EBITDA Less
Normalised Rent increased by
£32.3min the year, reflecting
increosed site profitobility os a result
of revenue recovery and the higher
proportion of open trading days.
See the Financial review on pages

j10dau
101G

s1Bayl

()

16-23 for further details.

N J

2 ROIC s calculoted for mature sites only (open 24 months or more at the
period end) and excludes acquisition sites. In order to provide better year
on year comparoebility for ROIC, the figures presented for 2021 and 2020
have been odjusted to exclude the impaoct of UK Government-enforced
closure periods as a result of the Covid-19 pandemic. The 2021 figure is
calculated for the period from July 2021 to December 2021 when ail gyms
were fully open and trading had returned to normal. The 2020 figure is
caolculated to exclude those months when sites were required to be closed
due to Government restrictions.
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Sustainability report

Suistaimaiolity
ce The GYm
Greup

At The Gym Group, we remain committed
to breaking down barriers to fitness,
enabling everyone to live healthier

and more rewarding lives, within the
natural balance of the planet. The cost-
of- living crisis, driven by high inflation
and compounded by the soaring cost
of energy, has presented a range of
challenges for UK society, including

The Gym Group and our members.

Our low cost and accessible gym model,
which is delivered in a resilient and
sustainable way, is therefore more
compelling than ever.

Our sustainability strategy was created to help deliver
our purpose ond consists of five key pillars, os defined by
our ‘'sustainability wheel'. Our 2022 repert highlights our
performance and activities during the year, in line with
our strategy.

We continue to report with reference to Global Reporting

Initiative 2021 Universal Standards and against

Sustainability Accounting Standards Board Leisure

‘Facilities Standards. Full reporting con be found on our

website along with our sustainability strategy, materiality”
= motnx and sustainability governance structures.

We were the first carbon neutrol gym chain in the UK ond
have again offset our remaining carbon emissions for 2022 -
through investment in carefully chosen and Gold Standard
certihed caribon offset prO]ects in support of our journey
£ .to net zero.
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Social impact

Research into the benefits of exercise
clearly shows that when our members
visit our gyms at least four times

a month, improvements in their
physical health, mental wellbeing

and social development (social

value) are achieved. We therefore
introduced a new performance metric
in 2022, to help us track our positive
social impact. in 2022, the Covid-19
pandemic continued to impact our
ability to deliver this societal benefit,
with further disruption from the
pandemic in Joanuary ond February.
This report sets out how we have
achieved our target and delivered

an increase of 8% in social value
compared to 2019 by enabling over
53 million gym visits.

The environment

The UK saw a record temperature of
40.3°C in July 2022, 1.6 °C higher than
the previous record. Across the globe,
2022 has been a year of extreme
climate events claiming hundreds

of thousands of lives and displacing
millions of people. We are in o period
of ‘climate changed’ as well as climate
change, and we are evaluating both
risks and opportunities to ensure our
business is resilient to this change.

We have expanded our assessment
of climate-related impacts within
our Task Force on Climate-Related

Financial Disclosures (TCFD")
reporting and explored further water
management measures.

At COP27 UN Secretary General
Antonio Guterres made some of his
strongest comments yet on global
warming, saying, “our planet is fast
approaching tipping points that will
make climate chaos irreversible”. The
UN's environment agency (UNEP’)
reported that there is "no credible
pathway to 1.5°C in place”, and the
only way to limit the worst impacts
of the climate change crisisis o
“rapid transformation of societies”.
The report highlights that, if current
pledges of action were delivered in full
by 2030, then we would experience a
rise in global temperature of about
2.5°C, with catastrophic effects.

Our commitment to net zero has taken
a significant step forward this year,
with a full submission to the Science
Based Targets initiative (SBTi"); this
includes the recalculation of our 2019
carbon footprint - our baseline year.

Our Green House Gas (GHG")
emissions are therefore restated

in this report and we have removed
data for 2020 and 2021; this is due
to the lack of comparability owing to
the significant impoct of Covid-19 on
our operations. Our 2022 emissions
are stoted in line with this revised
calculation for direct comparison.

Diversity and equal opportunity
The Gym Group is a place where we
want everyone to feel included and
accepted, with equal opportunities

to succeed, and we continue to make
progress towards our goals. We were
also delighted to be recognised by
Reward Gateway in their Engagement
Excellence Awards.

Good jobs and quality
education

This year was our first time
ossessment for the We Invest In
Wellbeing accreditation where we
achieved silver. We also received

the Best Places To Work award by
Glassdoor and maintained our
Investors In People Gold accreditation.

Human rights, anti-bribery and
anti-corruption

We conduct our business honestly
and ethically wherever we operate.
Our Human Rights Policy Statement
and Anti-Bribery and Corruption
Policy Statement can be found on our
website. We also have a detailed Anti-
Bribery and Corruption policy, which
is available to all employees via our
intranet along with training.

David Melhuish
Chief Development and
Sustainability Officer
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Engagement survey

Participation rate

(decrease of 2 percentage
points from 2021)

Overall engagement
score

(increase of 6 percentage
points from 2021)

We invest in people Gold

We invest in wellbeing Silver

e

INVESTORS IN PECPLE’

INVESTORS IN PECPLE’
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Our people first culture

is vital to our success
and remains a business
focus at The Gym Group.
Through our ‘people
promise’ we are committed
to supporting our
employees in their career
adventures, providing
new opportunities and

a culture where people
can achieve their goals.

The impact of the increase in the cost-
of-living brought us new challenges in
2022 and tooking after our people's
wellbeing and talent development

has remained a business priority. To
deliver this, we have implemented
development programmes across

a variety of roles and continued to
provide wellbeing support through the
delivery of our LeadWell programme
in partnership with Outliers Wellbeing,
covering topics such as psychological
safety and tackling burnout.

Employee engagement

We have continued to utilise our
annual engagement surveys to listen
to our teams’ experiences, and we
have used the findings to shape our
people strategy. Feedback from

our 2021 engagement survey results
indicated that our people were
looking for additional opportunities
to learn and develop. In response

to initiatives launched in 2022, we
have seen key drivers of employee
engagement, such as job satisfaction
and opportunities to learn and
develop, increase by 8 and 10
percentage points respectively.

Employee learning and
development

We relaunched our 'Emerging

Talent’ management development
programme in May 2022, providing
high potential Assistant General
Managers with development
pathways into General Manager
roles. This achieved huge success,
with a 95% retention rate and 42%
promotion rate in this first cohort.

In June we expanded the 'Emerging
Talent’ framework by launching a
bespoke Fitness Trainer programme,
which serves to provide the skills
required to progress. This resulted in
an 83% retention rate, with 65% of
participants securing promotions to
Assistant General Manager positions.
By providing opportunities to develop
into management roles, we hope to
grow and retain our internal talent
pipelines and will continue to deliver
our Emerging Talent programmes
in2023.




We also introduced new
apprenticeship development
opportunities across our Gym
Support function, which enables
existing employees to undertake a
professional qualification relevant
to their role, such as accountancy,
marketing and leadership. In 2023,
we will expand apprenticeship
opportunities to support our Gym
Operations teams.

13

employees enrolled
on apprenticeships

£ 2%

promotion rate -
Emerging Talent
management
development
programme

©5%

promotion rate -
Fitness Trainer Emerging
Talent programme

As we move into 2023, we will remain
focused on delivering internal
development programmes and aim
to introduce targets to measure the
effectiveness of these programmes.
Development in 2023 will be focusing
on female leadership, conscious
leadership and building o future
leader's pipeline for gym operations.

In our communities

The UK Government'’s Kickstart
Scheme — designed to provide
job placement opportunities for
young adults at risk of long term
unemployment — concluded this
year. Since joining the scheme in
December 2020, we have given
234 young people the opportunity
to gain work experience and a
qualificotion in fitness.

The Gym Group plc | Annual Report and Accounts 2022
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Fitness Trainee
Kickstart programme

©6%

of participants
converted toa
Fitness Trainer role
at The Gym Group

Kickstart Business
Support programme

S$8%

of participants
converted to permanent
roles within our Gym

Due to the success of the Kickstart
programme, we have decided to
create a Grow Your Own talent
development scheme in 2023. Within
this scheme we will launch The

Gym Group Academy to provide o
framework for multiple pathways
into a career in fitness. The scheme
will deliver further education,
experience and the personal
training certifications required to
become a Fitness Trainer. The Gym
Group Academy will focus on those
currently on universal credit, hard
to reach demographics and women.
Programmes will run throughout
the year and range from five day
work experience placements to

16 week Grow Your Own Fitness
Trainer programmes.

Whilst our partnership with the Rio

Ferdinand Foundation pilot 'Find Your

Future programme did not generate
the participont engagement
anticipated, we were active in
delivering engagement visits to
supported community projects.
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Social value
generated in 2022

(vs £700m in 2019)

Of social value comes
from direct NHS cost
savings and mental
wellbeing benefits

to our members

The World Health
Organisation (‘WHO’)
has long recognised that
regular physical activity
is proven to help prevent
and manage diseases,
such as heart disease,
stroke, diabetes and
several cancers. Exercise
can also improve mental
health, quality of life
and wellbeing.

2022 saw a dramatic increase in
the cost-of-living, with the crisis
disproportionately impacting lower
income demographics. Offering
affordable facilities to exercise is
therefore increasingly important.

With 28 new gym openings in 2022,
we continue to locate 32% of our
growing estate in the 20% most
deprived areas of the UK, reinforcing
our commitment to tackling inactivity
in disadvantaged communities.

At The Gym Group, we have made it
our purpose to break down barriers to
fitness, and not only provide access to
low cost, safe ond high quality fitness
facilities to our members, but also

to motivate our members to use our
gyms regularly.

Our network of
229 gyms affords
access to

S2.3%0

of the UK popuiation

The social impact of

The Gym Group

Growing the positive impact our
business has on our members and
the communities we serve is central
to our purpose. We are proud to have
increased the social value generated
in 2022, beyond our target by 8% to
£756 million.

Social value generated

i‘gﬁ;ﬁ

vs target
|

756
2022target 7§~ |

2018 2019 2020 2021 2022




This incredible result was not only
driven by higher membership numbers
(up 14.3% on 2021) but was also the
result of our focus on motivating

our members to exercise in our

gyms regularly.

As a business dedicated to generating
social value, we created a new KPI

for the Executive Committee to drive
social value. Performance is measured
on the percentage of members who
visit our gyms at least four times a
month. Our target for 2022 was to
return to 2019 levels; we exceeded this
target and achieved a 71% increase
on 2019 to 47.2% by launching a range
of initiatives including celebrating
member visits, creating member
challenges and welcome videos

for new members to increase the
accessibility of our gyms.

Information on how the social value is
calculated and the Social Value Model
can be found on our website.

% of members visiting at least
4x per month’

47.2%

—

44.0%

2018 2019 2020 2021 2022

1 Caleulated as arolling 12-month average.
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Safety at our gyms

The safety and security of our people
remains a priority focus, and we

have improved processes for both
our members and employees. This is
supported by a more sophisticated
approach to reviewing risk, as well as
robust strategic crisis manogement
plans and emergency action plans.

Our main focus throughout 2022
was to conform our health and
safety management system to ISO
45001:2018. We are now working on
certification to the ISO standard
in 2023.

Our Primary Authority partner,
Wakefield Council, provides valuable
insight from a regulatory perspective
into our management system

and processes and supports usin
responding to regulatory queries
from other Local Authorities. We
have begun seeking a secondary
partnership with a Fire Authority.

2022 was the first year of delivering
an unannounced health and safety
audit schedule across the business;
as a result, we observed a marginal
reduction in our Group audit results,
in which we obtained an audit score
of 96%.

Our overall headline accident rate
hasn't seen a material change. We
have developed additional rates for
more serious accident types which
demonstrate whilst our overall rate
remains static, we have seen positive
reductions in our more serious
accident and incident types.

Average
Audit Score

@@%

(2021:97%)
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Target

2022 result

35.1%

Target

female senior leaders' by 2025

2022 result

50/50))30.7%

gender balance by 2030

Breaking down barriers
to fitness and ensuring
The Gym Group is a place
where everyone feels
included and accepted,
with equal opportunities
to succeed, remained a
core focus in 2022.

Last year, with the impact of the
cost-of-living crisis, we prioritised
reviewing our diverse and inclusive
recruitment practices and
representation. To support our
Equality, Diversity and Inclusion (EDI")
pledges launched in March 2022, we
developed recruitment and retention
KPls and targets and report progress
quarterly to the Sustainability
Committee. Our Chief Development
and Sustainability Officer, David
Melhuish, remains the sponsor of
the EDI group, playing a crucial role
in raising the agenda and positive
action on diversity. Overall, we are
pleased to have reported positive
progress against our EDI targets,
however, we recognise that more work
is required.

Inclusion at The Gym Group
Approach to recruitment

To reduce bias and ensure an inclusive
hiring approach, we introduced
standardised competency based

interviews for all operational
positions. We also revised job adverts
to reflect gender neutral longuoge
and tone, and provided alternative
applicotion routes for those who
require adjustments. Additionally, we
promote flexible working practices
within our recruitment adverts. To
further attract diverse talent, we
released our series of inclusive brand
videos to showcase the diversity of our
people and their experiences working
at The Gym Group.

We launched our Inclusive Traineeship
in October 2022, the first of which
was in partnership with the Down's
Syndrome Association, and
welcomed five amazing trainees. The
programme has delivered valuable
work experience within our gyms,
whilst supporting our trainees with
their Active |Q Level 1 Award in Fitness
and Physical Activity. The Traineeship
has been a success and we intend

to continue the programme under
our Gym Academy framework, with
further cohorts planned for 2023.

Employee inclusion

and retention

We have continued to embed our
employee led EDI working groups
throughout 2022, which are focused
on age, cultural diversity, disability,
gender and LGBTQI+ to drive inclusion
in the business.




In May 2022, we relaunched our
wellbeing strategy to the business. In
response to the cost-of-living crisis,
we focused on providing financial
and emotional wellbeing support,
highlighting available resources

and bringing forward pay reviews.
We launched the first cohort of our
new Mental Health Ambassadors
programme in October, a six-month
programme providing refresher
training and upskilling to 24 (existing
and new) mental health champions to
further support our colleagues.

To improve the retention of female
talent, we investigated the key foctors
impacting our female employees’
experiences and drivers to leave the
business. In 2023, we will use these
insights to inform our EDI strategy
and support our gender pledges.

This year, we also joined ukactive's
Everyone Can disability taskforce,
contributing to thought leadership
and influencing change within

our sector.

EDI pledges 2022-2030
Gender

Throughout the year, we have taken
positive action to support movement
towards our gender pledges.

In 2022, female representation among
our senior leaders' increased by

6.3 percentage points to 351% and
across the business by 1.5 percentage
points to 30.7%. Whilst some progress
has been made, a focus on female
retention and development will be key
to achieving our targets.

1 Senior leaders includes senior manogers, heads
of department, directors and members of the
Executive Committee.

Gym Support: Index vs communities we serve

200
Black, African,
160 Caribbean
Mixed
" . .
N 1l
Asian
40

° W2021 [J2022
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The Gym Group gender balance
® Male O Female

30.7%]

292%  307%

2019 2020 2021 2022

Senior leaders gender balance
® Male O Female

izs.a%‘

2019 2020 2021 2022

Ethnicity

We continued to collect and monitor
our employee ethnicity data in 2022.
Using ethnicity data collected from
communities within a five-minute
catchment area of our gyms, we
established how reflective our
workforce is of the communities

we serve. Within Gym Support,

those identifying as Black, African
and Caribbean increased by 2.3
percentage points compared with
2021. Across Gym Operations, whilst
those identifying as ethnically white
increased by 1.8% percentage points
from 2021, overall ethnic diversity
remains broadly above census data
and in line with catchment data.
However, we are aware that Asion
employees are currently under
represented; more work is required to
understand reasons for this trend.

200
Over
represented
Black, African,
160 Caribbean
120
White
80
40
Under
represented
[o]

Gender pay gap

In January 2022, we introduced a
new director level to the business.
This resulted in an initial increase in
males at a senior level, creating arise
in our mean gender pay gop to 3.3%
(versus 1.6% in 2021). Our median pay
gap remained consistent with 2021
reporting as most of our employees
undertake the same role and are
therefore on the same pay rate,
regardless of whether they are male
or female.

Ethnicity pay gap

We collected ethnicity data from 98%
of our employees enabling greater
accuracy in our pay gap reporting in
2022. We are pleased to report our
mean ethnicity pay gap as of April
2022 has improved, falling to 14.8%
(versus 16% in 2021). Our median
ethnicity pay gap remains at 0% as
most employees did not change roles
or pay during the year. We recognise
that more work is required to reduce
our mean ethnicity pay gap.

Our full ethnicity and gender pay
gap reports, which provide further
detail on our figures and the actions
we are taking to address these gaps,
will be available on our website by the
end of March 2023.

Gym Operations: Index vs communities we serve

Over
represented

Mixed

White

Asian Under

represented

B2021 [12022
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Purchasing

Renewable energy'

Carbon neutral since

Scope 1and 2 emissions

=11%

compared to 2019

SCIENCE
BASED
TARGETS

1 For all sites where The Gym Group controls
the purchase of energy.

J

We are committed to
reducing our carbon
emissions at The Gym
Group, and we recognise
the importance of the
Paris Agreement to limit
global warming to 1.5°C.
Our sustainability strategy
acknowledges this and sets
out our responsibility to
the environment.

Our road to net zero

Our stated commitment to net zero
was accepted by Science Based
Targets initiative (SBTi") in March
2022, and we have now made our full
submission; this defines our pathway
to net zero in compliance with the
latest science based standards and
guidelines. As part of this process, we
have extended our Scope 3 emissions
boundary to include all materiaily
relevant activities, as well as restating

and aligning our baseline year of 2019.

Our level of ambition has not changed,
and we remain committed to
decarbonising our estate of Scope 1and
2 emissions by 2035. However, alignment
with our Scope 3 emissions trajectory
determines a SBTinet zero target of
2045.We recognise emission reductions
are only a part of achieving net zero.

Gur carbon

2045

~

reduction
target'??

We are committed to
achieving our near

term target of a 50%
reduction in Scope 1 and
2 emissions by

And decarbonising these
emissions by

We have committed to
a science based target
to achieve net zero by




Our carbon reduction
commitments

Our wider climate-related targets are
outlined below and we will review these
over time as we continue to develop
our net zero plan.

Suppliers

We commit to engaging with
all our key suppliers to set their
own emission reduction targets,

aligned with climate science,

by 2028

Members
We commit to developing
a member engagement plan
by 2025 to drive forwards our
net zero ambition

Renewable
energy

We commit to increasing and
maintaining our annugl sourcing
" of renewable electricity to
100% by 2025

Abatement
We will develop our plan to
remove and store carbon from
the atmosphere. This will serve

to offset the impact of our
unabated emissions, which
remain once we have achieved
our 2045 net zero target

N /

Our GHG emissions reporting in 2020
and 2021 was significantly impacted
by Covid-19 restrictions and was
therefore not representative of our
typical performance. As published in
our Annual Report 2021 on page 45,
our Scope 1emissions in that year
were 1,282 tCO,e and Scope 2

6,420 tCO,e. Owing to moterially
lower levels of activity than usual,

we have chosen not to restate these
years, and we will report against

our 2019 baseline going forward

to demonstrate progress towards
our net zero commitment. Our 2022
emissions are stated in line with this
revised operational boundary for
direct comparison.
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Energy management
and reduction

A volatile energy market has been
a feature of 2022, and there have
been significont increases in utility
costs that remain into 2023, and
beyond. The increasing cost of
energy, combined with the need for
net zero, makes energy reduction
and management more important

In 2022, we undertook detailed
energy measurement, monitoring
and reporting ot several sites. Our
energy reporting is now being built
into a centralised system to allow full
visibility, both centrally and locally,

of all sites. We also introduced a
standardised energy audit that FMs
now complete each year af every site.
The energy audit seeks to identify any
issues that may be driving excessive

yiodal
o1baipaag

(+)

than ever.

Across the UK, we have a team
of specialist Facilities Managers
(‘'FMs’) who maintain a consistently

energy consumption. Examples
of when we successfully reduced
our energy use are found in the

- below table:
high standard across our gyms.
( The issue The solution The outcome j
4 R

© Air handling
. unit controls
i An anomaly with

i the control system

. unitsresulted in the
. unit running at high
"speed overmight.

¢ onour air handling -~ -

Corrected so that the units
are run at approximately
50% capacity at periods of
low occupation.

We produced a training
video on the correct
ronfiuratinn for nll
engingers tn prevent
any reoccurrence.

Applied to 100 sites, this
initiative would deliver

a carbon reduction of
approximately 46 tCO,
per year.

Lighting
. upgrade
i Prior to 2016, all our
i sites were fitted with

with LED lighting
introduced in May
2016.

- T5 fluorescent lamps,

Completion of our lighting
replacement programme

in 2022, with all gyms now

operating LED fighting.

Reduction of power
consumption on ¢ like-
for-like basis and fewer
lomps needed due to the
improved output.

Reduced energy and
power consumption on
a continuous basis.

Replacing 20000 TS5
lamps with LED will deliver
a carbon reduction of
approximately 2000 tCO,
per year.

¢ systems and

! temperature
control
With record breaking
high temperatures
this summer, the
demand on our air

i conditioning was

" significant.

Air conditioning -

On World Environment

Day we launched our 20 is
Plenty campaign to ensure
gyms were operating at no
lower than 20°C .

We also continued to
rollout and develop our
remote monitoring and
control systems for air
conditioning.

Published studies vary,
but it is generally reported
that increasing the air
conditioning temperature
by 1°C can save 5-10% of
running costs.

Dota logging and remote
access enhance our
understanding and lead
to optimisation of energy
consuming systems.

\

From a 2019 baseline.

2 Aligned with the UK governments commitment for grid decarbonisation os published

in 2021

w

Reduction in Scope 3 emissions by 54% per gym by 2030 and 97% per gym by 20450

achieve the absolute long term target of 90% reduction for Scope 1,2,and 3.
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-

Scope 3 emissions

Scope 3 Category Emissions (tCO,e)
2019 2022 Var Contr.
O Capital goods 17,544 21,856« 25% 593%
{7} Business travel 272 205  -25% 0.6%
B Employee commuting and
homeworking 402 385 -4% 1.0%
[0 Fuel ond energy related 2,343 3,031 29% 82%
(_] Purchased goods and services 4,488 N,064 - 747% 30.1%
B Upstreom transport 375 80 -79% 0.2%
B Waste 236 216 -15%  0.6%
Total 25,660 36,837 100%

/

Low carbon technology

We have continued to rollout our

hot water systems using air source
heat pump (ASHP’) technology. Last
year, working in partnership with our
key suppliers, we developed a highly
efficient system that incorporotes
carbon dioxide (CO,) as the
refrigerant with a global warming
potential of just 1.0. We are now able
to successfully generate hot water
using this method ot all new sites

-and currently operate 30 sites using

ASHP, removing the need for gos fired
boilers. We will actively replace old
gas fired systems with ASHP as they
reach their end of life, supporting our
pathway to net zero.

To further support our net zero
roadmap, we are installing
photovoltaic solar panels to generate
local onsite power. Typically, up to

Total emissions (tCO,e)
50,000
45000

40,000

35,000
30,000
25,000
20,000
15,000

10.000
0

30% of our gym’s power requirements
can be met by onsite solar panels, and
we are able to consume up to 100%

of the power generated, avoiding
emissions of over 35 tCO,e per year
for a typical gym. We have already
completed detailed site appraisals at
several sites and are in discussion with
londlords to agree the installation.

We will continue to make capital
investments to reduce energy
consumption in 2023. Due to the
increased energy costs, capital
investments will have a reduced
payback period and improved return
on investment. We will explore further
opportunities as they arise, including
investment in low carbon technologies
and energy-saving initiatives.

2019
@ Direct emissions from operation (Scope 1)
@ Purchased electricity ond heat (Scope 2)
© Indirect emissions in volue chain (Scope 3)

2022

2022 carbon emissions

Our Scope 1direct emissions for this
year are 2138 1CO,g, resulting from the
direct combustion of 10960970 kWh of
natural gas. Both 2019 and 2022 now
include emissions resulting from loss of
refrigerants. This represents a carbon
decrease of 1% from 2019.

Scope 2 indirect emissions for this
year are 7,633 tCO,g, resulting from
the consumption of 39,435,614 kWh of
electricity and 38,880 kWh of direct
heat, purchased and consumed in
day-to-day business operations.

This represents a carbon decrease
of 13% from 2019.

Our operations have an intensity
metric of 203 tCO,e per gym and
871tCO,e per million visits for this
reporting year. Thisrepresents a
reduction in operational carbon
intensity by 1.5% and an increase of
11% respectively from our base year.

Our emissions have been calculated
utilising location based emission
factors, as published by the
Department for Business, Energy
and Industrial Strategy. Due to the
renewable electricity procurement
contract that we have had in place
since 2019, should we utilise market-
based emissions factors to calculate
carbon emissions, our Scope 2 would
reduce by 6002tCO.e.
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( Emissions year ended 31 December

)

(_
Total emissions (tCO,e) 2019 ) 2022 - G
Direct Emissions from Operation (Scope 1) 2157 2,138 g’
Purchased Electricity ond Heat (Scope 2) 8,797 7,633 é
Indirect Emissions in Value Chain (Scope 3) 25,660 36,837 a
Total emissions (tCO,e) 36,614 46,608 ﬁ
%Change from base year Scope Tand 2 N% .
% Change from base year Scope 1,2 and 3 ) 27% !
Intensity Metric (tCO,e per gym) 206 203 gf 3
% Change from base year -1.5% g S

O

Intensity Metric (tCO,e per million member visit) 785 87 \ 2 o
% Change from base year N% . &
Total consumption (kwh) 2019 2022
Scope 1(Gas) 1,071,196 - 10,960,970 '
Scope 2 (Electricity) 34,409,373 , 39,435,614
Scope 2 (Heat) 10907 38,880 !
Total (kWh) 45,491,476 50,435,464 -

-

J

Waste management

2022 marked the start of our
initiative to extend the lifespan of
our gym equipment. We kicked off
a programme to remanufacture and
overhaul kit within our aged estate
to extend the lifespan of our core
product offering. Machines have
been taken from existing gyms

to create a baseline stock holding,
which can then be repurposed
elsewhere within the estate, shifting
the balance from ‘remove and
replace’ to ‘remanufacture and
recycle’. Any kit that cannot be
remanufactured is responsibly
recycled through our buy

back programme.

Throughout 2022, we gradually
reduced the volume of blue roll
cleaning tissue used by members

in our gyms as the intense Covid-19
cleaning regimes relaxed. By
modifying member communications
and reducing the number of cleaning
stations in each site, we observed a
lower volume of waste without any

negative response from members
or impact on the cleanliness
of equipment.

As well as reducing the amount of
waste generated, we have reduced
the number of waste collections,
which has subsequently eliminated
transport and handling emissions.

This has resulted in a reduction of 32%
in our overall waste (by weight) in the
second half of 2022. Londfill diversion
has remained consistent with 2023,
seeing 95% of our waste being recycled
or sent to waste to energy plants.

2022 has seen a full year of waste
generation compared with the nine
months of operation in 2021, with new
gyms also adding to the total amount
generated. Against this background,
the amount of waste generated

per gym has remained the same,

and after adjusting for the closure
period in 2021, we witnessed a gross
reduction in total waste by 19%.

Water management

We concluded our estate-wide water
audit in 2022. Only eight sites were
identified as having issues, all of
which were quickly remedied. We
have also installed data loggers with
remote monitoring to capture water
consumption data at several sites.
We will evaluate the findings in the first
half of 2023 to gain greater insight
into our water consumption and
establish an ongoing monitoring and
targeting system.

As we do not operate any pools,
sauna, steam rooms or similar wet
facilities, toilet and wash facilities
are the main water use. Most of our
gyms are equipped with low water
volume shower heads to reduce
consumption, and we have identified
up to 80 locations where replacing
the original showers can reduce water
consumption by over 30%. This work
is ongoing and will be completed in
2023, with the potential to save over
half a million litres of water a week.

Landfill diversion 2019 2020 2021 T2022
Total weight (in tonnes) . 750 443 942 1,066
Averoge tonnes/gym 43 35 6 6

Diverted from landfill 90% 90% 95% . 95% -
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Task Force on Climate-Related Financial Disclosures (‘TCFD’)

In meeting the requirements of Listing Rule 9.8.6 R, we have concluded that for FY22:
® we fully comply with recommended disclosures 2, 3, 6, 7,8 and 10; and

® we portially comply with recommended disclosures 1,4, 5,9 and 11.

(TCFD pillar

TCFD recommended
disclosures

Cross-reference and
compliance status

Next steps and further
comments

-

~

! Governance |

1) Describe the Board's oversight
of climate-related risks and
opportunities.

Sustainability report - Responsibility to the
environment - Taskforce on Climate-Related
Financial Disclosures Governance, Risk
management) (pages 50-53).

+ Governance - Report of the Sustainability
Committee (pages 90-91).

Partially compliant - climate-related risks
and opportunities are discussed as part of the
Board Committees, however further work could
be done to delve deeper into the financial and

business strategy implications of such impacts.

We will conduct a training needs
analysis of key climate skills
required at the Board level and
review the provision of climate-
related remuneration.

2) Describe management's role
in assessing and managing
climate-related risks and
opportunities.

+ Sustainability report - Responsibility to the
environment ~ Taskforce on Climate-Related
Financiol Disclosures (pages 50-53).

« Governance - Report of the Sustainability
Committee (pages 90-91).

Compliant

We will continue to ensure our
senior management plays

a key role in climate-reloted
management and assessment,
including reviewing our
organisational strategy against
climote impacts.

Strategy

3) Describe the climate-related
risks and opportunities the
organisation has identified
over the short, medium and
long term.

« Sustainability report - Responsibility to the
environment - Taskforce on Climate-Related
Financial Disclosures (pages 50-53).

Compliant

We recognise that we need to
undertake further work to review
the relevance of our selected
time horizons for climate
scenario analysis.

4) Describe the impact of
climate-related risks and
opportunities on the
organisation’s businesses,
strategy and finonciol
planning.

+ Sustainability report - Responsibility to the
environment - Taskforce on Climate-Related
Financial Disclosures (pages 50-53)."

* Sustainability report - Responsibility to the

environment (pages 46-49).

Strategic report - Strategy in action

(pages 28-35).

Partially compliant - work has commenced

in this area, however further work is to be
conducted on how our commercial strategy will
be impacted by our identified climate-related
risks ond opportunities, including the financial
impact.

Using both identified climate
scenarios (RCP 4.5 and RCP 8.5),
we plon to undertake a financial
quantificotion assessment of
climate-related impacts on our
business.

5) Describe the resilience of the
organisation’s strategy, taking
into consideration different
future climate scenarios,
including a 2°C or lower
scenario.

« Sustainability report - Responsibility to the
environment - Taskforce on Climate-Related
Financiai Disclosures (pages 50-53).

Partially compliant - we have begun climate
scenario modelling for two distinct futures,
however further work is to be conducted on the
resilience impacts for our business.

We will review and disclose the
resilience of our strategy against
identified climate scenarios,
focusing on mitigation measures
for those most significant.
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(+)

TCFD pillar TCFD recommended Cross-reference and Next steps and further
disclosures compliance status comments
4 )
Risk 6) Describe the organisation's « Sustainability report - Responsibilitytothe ~ We will assess and disclose the
" management processes for identifying and environment - Taskforce on Climate-Related  current and future regulatory
assessing climate-reloted Financial Disclosures (pages 50-53). drivers of our approach to
Tisks. « Strategic report - Principal risks and climate change.
uncertainties (pages 54-63).
Compliant
7) Describe the organisation's * Sustainability report - Responsibility to the We will continue to manage
processes for managing environment - Taskforce on Climate-Reloted  and monitor climate-related
climate-related risks. Financiol Disclosures (pages 50-53). risks and opportunities for our
« Strategic report - Principal risks and business.
uncertainties (pages 54-63).
Compliant
8) Describe how processes for « Sustainability report - Responsibilitytothe ~ We will continue to review the
identifying, assessing and environment - Taskforce on Climate-Related  status of climate change as an
managing climate-related Financial Disclosures (pages 50-53). emerging risk and monitor any
risks qre ir'ltegroted int.o the « Strategic report - Principal risks and f:honges in its immediacy of
organisation’s overall risk uncertainties (pages 54-63). impact.
management.
Compliant
. Metrics and 9) Disclose the metrics used by « Sustainability report - Responsibiitytothe  We will explore additional
targets the organisation to assess environment - Climate and Carbon (pages climate-related performance
climate-related risks and 46-49). metrics, such as climate-related
opportunities. + Sustainability report - Responsibility tothe ~ remuneration for our employees
environment - Taskforce on Climate-Related  Ond metrics to monitor physical
Financial Disclosures (pages 50-53). climate risks to our business and
on our organisational strategy.
Partially compliant - whilst we have
developed ESG remuneration for Executives,
we have not yet considered the integration of
; climate into remuneration policies.
10) Disclose Scope 1, Scope 2 « Sustainability report - Responsibility to the We are committed to continually
and, if appropriate, Scope environment - Climate and Carbon: Carbon reducing our greenhouse gas
3 greenhouse gas emissions emissions (pages 46-49). emissions in line with SBTi.
and the related risks.
Compliant
11) Describe the targets used < Sustainability report - Responsibility tothe  We will review relevant metrics
by the organisotion to environment - Climate and Carbon and targets, such as capital
monage climate-related (pages 46-49). deployment towards responding
risks and opportunities and to and preparing for climate-
performance against targets.  Partially compliant - we have made greot reloted risks and opportunities,
progress in setting climate-related targets for  as well as water and waste
our business. metrics for our business.
\. J
Our progress on TCFD submission to Carbon Disclosure on our business. Our Boord has

At The Gym Group, we are committed
to tackling both the immediate and
long term impacts of climate change
on our business and the communities
we serve. This year marks our

second year of reporting against
TCFD. We are proud to have made
progress against the disclosures
over the past year: comprehensively
reviewing our climate-related risks
and opportunities; evaluating
qualitative financial impacts on the
business; and completing our first

Project (CDP’). In 2023, we will
continue to work towards meeting
the recommendations in full in order
to meet the legal requirements of
The Companies (Strategic Report)
(Climate-related Financial Disclosure)
Regulations 2022.

Governance

Our Board and Executive Committee
remain fully committed to identifying
and addressing the immediate and
longer term climate-reloted impacts

overall accountability for managing
the business risks and opportunities
posed by climate change.

Our Sustainability Committee
(‘Committee’), chaired by Non-
Executive Director Wais Shaifta,
meets at least three times per year
and reports directly to the Board.
Members of the Committee further
report climate-related issues to the
Scnior Management Team (SMT"), as
key topics arise.

Siuswelnls
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Tdask Force on Climate-Related Financial Disclosures (‘TCFD")

continued

Our Chief Development and
Sustainability Officer, David Melhuish,
continues to lead the management
and oversight of The Gym Group's
sustainability strategy and is
responsible for monitoring and
overseeing our climate-related
progress. As outlined within the
Committee’s terms of reference, this
includes, but is not limited to, reviewing
progress against our goals and
targets to achieve net zero (see pages
90-91) and managing physical and
tronsition risks through our identified
control measures (see Principal risks
and uncertainties, pages 54-63). Last
year, through the Committee and our
focused ESG workstream, we added
an ESG-related metric to the annual
Executive bonus.

Strategy

Our process for managing climate-
related impacts is embedded in the
responsibility to the environment pillar

of our sustainability strategy and we
strive to be at the forefront of

best practice within the health and
fitness industry. As a business, we hove
pledged to decarbonise our Scope 1
and 2 emissions by 2035, and become
net zero by 2045, against a 2019 base
year. We have successfully submitted
our net zero trajectory to the SBTI.

Last year, we worked with an
independent sustainability
consultancy to assess the resilience of
our strategy against climate change.
We undertook climate scenario
modelling ond identified two distinct
transition and physical scenarios to
assess our UK business operations.
The selected scenarios present a
sharp contrast between potential
futures, which allows us to plan for a
range of possible manifesting climate
impacts, such as the likelihood of flood
risk at future site selection.

To identify climate impacts, we
adopted three time horizons:

short term (2030), medium term
(2050) and long term (2080). The
time horizons use the Met Office’s
UKCP18 Projections as the basis for
the physical risk identification. To
ensure a consistent approach, the
same timeframes were selected for
the transition risk identification. In
the short term, alignment with the
current business strategy presents
the milestone for risk and opportunity
materialisation. The UK Government's
net zero target date and the typical
lifespan of our assets (including our
buildings) presents the milestone for
the medium term; whilst the long term
time horizons directly mirrors the
physical scenario.

The two physical climate scenarios
chosen, as defined by the
Intergovernmental Panel on Climate
Change, are outlined below.

| Representative ‘A cautious scenario with a predicted global temperature increase between 1.7°C
i Concentration Pathway 45  and 3.2°C. This is in line with current trends, climate change policies, pledges
Physical and commitments.
climate
scenarios !

Representative
] Concentration Pathway 8.5

A worst case scenario with a predicted global temperature increase between 3.2°C
and 5.4°C, where carbon emissions continue growing unmitigated.

Consistent with TCFD, climate-related physical risks were then categorised as follows:

® Acute physical risks: event-driven risks, including increased severity of extreme weather events, such as hurricanes,

floods and heat waves.

® Chronic physical risks: longer term shifts in climate patterns (e.g. sustained higher temperatures) that may cause sea

level rise or chronic heat waves.

The selected transition climote scenarios, as defined by The Energy Transition Risks & Opportunities (ET Risk) research

consortium, are outlined on page 53.

Ambitious climate

An optimistic scenario in line with a 2°C temperature increase where technological

transition

. transition solutions drive the low carbon economy forwards.
Transition
i climate Limited climate A conservative scenario in line with a 3-4°C temperature increase where policy
scenarios

interventions continue as usual and global climate targets and commitments

are not reached.

Consistent with TCFD, climate-related transition risks were then categorised as Policy and legal, Market, Technology

and Reputation.

The most significant risks are summarised on page 53. Through the scenario analysis, RCP8.5 is recognised as the
scenario in which the identified physical risks are the most significant. By contrast, the identified transition risk and
climate opportunity are most significant under the RCP4.5 scenario.
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TCFD risk Identified Business Financial Control Time horizon for o ¥
category climate risks impact impact measures materialisation 'g 3
&
4 ) &
Physical: Heat wave * Potential reputational * Revenues: We are reviewing our Short term (2030)
acute damage with employees, Decreased business plan to select
members and the public revenues due to new sites with passive ' (":
owing to heightened reduced demand  design elements, energy
health risks (such as for productsand  efficient technology ond o
asthmo, fatigue ond services. ventilation systems, and Q
. . <
Physical: Changing heat stroke). + Expenditures: temperature MONItoring  Medium term (2050) )
chronic climatic + Sustained temperature Increased systems. 3
temperature rise leading to operoting costs =]
overheating at indoor associated with e
facilities, resulting in additional air
health risks to staff and conditioning to
members. regulate indoor
temperature.
am
- Transition:  Alack of « Inability to realise The * Expenditures: We are currently Short term (2030) Q 3
reputation  supplier Gym Group’s net zero Increased establishing supplier ‘3° g
i engagement in commitments due to operating costs engagement targets ® o
the transition to a lack of value chain associated with in line with SBTi a -
net zero engagement on Scope 3 higher carbon requirements and,
! emissions. taxes. in 2022, we began
! calculating our material
. Scope 3 emissions.
- J
The most significant opportunities are summarised below:
" TCFD opportunity Identified climate ~  Business Financial Control - Time horizon for
category : opportunity impact impact measures materialisation
s ™
Markets Setting a science ¢ Areduced * Expenditures:  Wearecurrently Short term (2030)
based target dependency on fossil Operational modelling our net
to deliver a fuels and a resultant savings as zero pathway for
decarbonisation reduced sensitivity aresult of our Scope 1,2 and
roadmap ahead of to the changing cost reduced 3 emissions in line
current UK policy. of carbon. greenhouse gas  with SBTi, as well as
emissions. establishing wider
climate targets
(including renewable
energy procurement
and beyond value
chain mitigation).
\- _J

Risk management

We assess climate impacts through
our TCFD risk and opportunity
register and communicate the
findings to our management team,
Executive Committee and the Board.
Our TCFD register assesses both the
impact and likelihood of each climate-
related financial impoct, ond outlines
current and future control measures.
We have identified a significonce
threshold for escalating climate

risks and opportunities, and have
introduced this into our group-wide
risk register as an emerging risk.

As set out in the Principal risks and
uncertainties section on pages 54-63,
the Group's principal risk register

is made up of those strategic risks
and functional risks that are believed
would have the greatest impact

on operations. The risk register is
reviewed twice yearly by the SMT and
discussed with the Audit and Risk
Committee. This process ensures that
actual and potential climate-related
impacts are controlled, mitigated

or transferred as appropriate,

and integrated into business
decision making.

Metrics and targets

As a business, we are committed to
significantly reducing our Scope 1,2
and 3 greenhouse gas emissions in
accordance with the Greenhouse Gas
Protocol Standard. Our 2022 carbon
footprint and metrics relating to
energy, water and waste can be found
on pages 48-49.

We have now submitted our net zero
commitment for validation to SBTi. In
line with the SBTi requirements, we are
developing our pathway with a near
term target of 50% reduction by 2030,
and along term target of net zero by
2045 ogainst a base year of 2019.
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Key roles and responsibilities s 3
The roles and responsibilities for designing, monitoring and operating the system of risk manogement are set out below. na
@
s : a.
Board Audit and Risk i | Senior Management ) i | Functions and
Commiittee Team (‘SMT’) : | employees
: : | 6-:
HAS &
e e ' ™ . .
Third line HfSecondllinel First line o
of defence HMlofidefence of defence s
)
\ J— 8
: M 3
( N[ N il ) e
* Has overall responsibility * Monitors and reviews i | + Promotes and supports * Manage day-to-day
for strategy, governance, the overall effectiveness : the embedding of risk risk in their own areas

management throughout
the business.

of the Group’s system
of internal control and

guided by Group policies,

performance,
procedures and control

internal control and

risk management. risk monagement. « Ensures there is active frameworks. ©w N

. . f { a4 =

* Sets the tone and + Makes recommendations management of identified [ i | « Identify and report g 8
culture for managing to the Board for i and emerging risks. H on functional risks to g =]

. N . H (2]
r!sI; and embedding lmzrov?ments . i | « Formally reviews the the SMT and ensure 35
risk management or developments. : functional risk registers mitigations are in place. a =

controls, providing « Defines and reviews the
strategic direction on Group's risk appetite.

the appropriate balance « Moni i
between risk and reward. Aom.tors compliance :
with internal control e

* Ensures the most systems and oversees

significant risks the external oudit.
facing the Group are

properly managed.

« Evaluates the risk
implications of
planned investments.

Deliver the actions
associated with
managing risk.

at least twice yearlyand | i |
the strategic risks at i
least annually.

Reports to the Audit
and Risk Committee

on the internal control
environment and
principal and emerging
risks identified.

Q J . J\ )\ )/

Principal risks

The Boord and SMT have identified
ten principal risks which are set out
on the following pages. These are

the risks which we believe to be the
most material to our business model,
which could adversely affect the
operations, revenue, profit, cash fiow
or assets of the Group and which
may prevent us from achieving our
strategic objectives. Additional risks
and uncertainties currently unknown
to us, or which we currently believe are
immaterial, may also have an adverse
effect on the Group. '

2 )

isk heat map

Probability —— —>
High

Medium

For each of the principal risks, we have
included a link.to the Group’'s strategic
priorities, movement in risk trend

and examples of relevant controls or
mitigating factors. Those principal
risks which have been included in the
assessment of the Group’s long term
viability have also been highlighted.

Low

Low Medium

Impact
Key
o Significant business interruption
e Operational gearing

° OQur people
o IT dependency

e Member experience
o Trading environment
o Structural change in the industry

\ (New for FY22)

o Cyber and data security
o Reputation, brand and trust

@ Relationships with key suppliers
(New for FY22)
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Principal risks and uncertainties continued

Key

Risk movementin 2022:

Risk increase Nochange Risk decrease

W 8 O

Included in Viability assessment, see page 63

( Principal risk Description and impact Mitigations and controls Strategic link )
( - )
. There are a number of factors that could  + Business continuity procedures andrisks ~ Compelling
; - 1 cause widespread disruption or the are monitored and refreshed regularly member
' closure.of a si.gniﬁcant proportionof our . \eqguresidentified to preserve cash experience
Significant estate, including: and reduce discretionary spend during Growing
! business . ) periods where all, or a large proportion of, sustainably
i interruption ' * aresurgence of Covid-19 or another the Group's sites are closed:; ability to re-
i pandemic of similar scale and impact; open quickly to minimise revenue loss as
: . * amajor health scare in refation to shown during the Covid-19 lockdowns
: '): ' gymusage; « Critical suppliers identified and
. the failure of a key supplier or IT system, contingency plans in place in the event of
i : impacting our ability to operote a supplier failure
i © substontial proportion of ourgyms;and . Reviewed the risks of climate change on
' ¢ e climate change resulting inan our business and identified adaptation
: increase in the likelihood and severity action required as part of response to
! of environmental disasters such as the TCFD recommendations. Further
; storms or droughts. information can be found in the
: Sustainability report on pages 50-53
: This could lead to sub-optimal membership
. levels, an increase in the number of under-
’ performing sites and substantially lower
revenue and profitability.
o S
e )
: The high operational gearing of the « Monthly monitoring of business High quality
. business, as a result of the largely performance at site level estate
fixed cost base, limits the number of « Active yield management on a gym-by- Growing
) Operationol corrective actions that could be made gym basis tainabl
| @earin ' to mitigate any under-performance « Reaular f - tbuth sustainably
‘9 9 in membership numbers, which could Eegu ctxr rz;:ncxo.monoggmhenB 4 td e
' adversely impact profitability. xecutive Committee ond the Boar
B _): ' o . * Measures identified to reduce operating
i In addition, Flje currgnt MAacroeconomic costs, preserve cash and reduce
! and geopolitical environment has led to discretionary spend where necessary
significant increases in utilities costs and . Obtiontoslow d iont
! wage inflation. ption to slow down expansion to
' preserve cash
. The Group moy be unable to attract « Active retention management undertaken
sufﬁcnenlt members and/or increase prices and cancellations closely monitored
to sufficiently cover the cost increases, . Fici . i it
leading to reduced margins. nergy-efficient investment into our sites
* 96% hedged on energy costs for FY23 and
partiolly hedged for FY24
N\ /
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Key

Risk movementin 2022:

Risk increase No change Risk decrease

® 3 O

Included in Viobility assessment, see page 63

( Principal risk

Description and impact

Mitigations and controls

Strategic link ]

o N
f Failure to provide members with a « Tracking of gym utilisation and member High quality
high quality product and service could satisfaction scores through enhanced estate
‘ result in a loss of membership and monitoring and feedback processes Compelling
. \}
i Member reputational damage. + Ongoing review of equipment usage member
. experience A decrease in membership numbers, as and appropriate investment in repairs experience
: aresult of o fall in actual or perceived and maintenance to ensure we meet
i i customer service or confidence, would member requirements
: e ! odverselyimpoct revenue ond profitability.  * Continuous review of further innovations
; f to improve the member experience
« Gym ‘busyness’ tracker helps nervous
members to visit at quieter times
* Strong member communication plan in
place which focuses on our commitment
1 to the community, overcoming anxiety
? to exercise, and tackling the reasons for
increased gym intimidation
« Free Fiit membership added to the LIVE
IT product in 2022, further enhancing the
offering and value
\ J
4 )
The UK is currently experiencing « Well placed to operate successfullyina Compelling
: a cost-of-living crisis and there is challenging economic environmentaswe  member
' significant economic uncertainty. are one of the lowest price gym operators ~ experience
" Tradin g We need to respond appropriately in the UK market with an average monthly
environment to external market conditions while subscription which is about £2 per month
° maintaining focus on delivering on lower than most competitors in the low
‘ our strategic objectives. cost gym sector, and significantly lower
; than rates charged by mid-market and
‘ _): l Members may choose to cancel their . 9 Y
‘ . ) . premium operators
membership due to financial hardship. .
‘ o * Benefit from others trading down from the
In addition, the continued economic mid-morket or premium gyms
;Jncertomttgic?:\icelllrr;p;octhe _(EZOUP_‘?Obt'htg + Highly experienced management team
do ?ccess it e trot o unb.mg‘;('l equires to in place, with significant industry-wide
eliver onits strategic objectives. knowledge and intelligence
There is also a risk that new competitors * Specialist advisors retained to assist
enter the fitness market offering an the Group in ensuring it hos access
alternative to the low cost gym model. to appropriote financing to deliver its
This could lead to sub-optimal membership strategic objectives
levels, an increase in the number of under- ~ * Current bank facility agreement in place
performing sites and substantially lower until October 2024, and strong underlying
revenue and profitability. operating cash generation before
investment in growth
N J
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Principal risks and uncertainties continued

Key

Risk movement in 2022:

Risk increase No change Risk decrease

W 3 O

Included in Viability assessment, see page 63

o

(Principal risk

Description and impact

Mitigations and controls

Strategic link J

(. N
f The normalisation of hybrid working * Continue to combine our low cost High quality
and the emergence of ailternative out- operating model with innovative estate
of-home and flexible fitness offerings, technology ond scalable infrastructure, to c i
- Structural means that there is a potential long term ensure we remain relevant and good value °m’;e ng
change in the shift in the behaviour of traditional and for money mem .er
" in dusgtr prospective members and their appetite Highly experienced management team experience
. y for low cost gyms in the locations where in place, with significant industry-wide Innovative
NEW we have presence. knowledge and intelligence technology
There is also arisk that new competitors « Continue to invest in the member and Keti
. o enter the fitness market offering an proposition with customer insight marketing
: alternative to the low cost gym model. and segmentation analysis regularly
undertaken to understand emergin
This could lead to sub-optimal membership trends and changes in member t?eh%viour
levels, an increase in the number of under- ) )
performing sites and substantially lower + Continue to focus on choosing the best
revenue and profitability. sitesina g_eogrophlcgl areq; increasingly
opening sites on retail parks rather than
incity centres
N J
e ™)
The success of the business is dependent  + Use a variety of tools to attract, retain Unique team
on talent attraction, development and motivate staff at all levels of the and culture
and retention, as well as culture business, including:
: Our people and wellbeing. * Competitive remuneration and
A lack of experienced and motivated staff benefits packages
could have a detrimental impactinall .0 cunity t h .
1 areas of the business, from Operations to pporunity to own snares in
. Gym Support. the Compony
: 0 + Opportunities for training
Increased demand and competition and progression
for staff could impact on our ability to . sh | ing i
support the gyms, deliver a good member ort, clear reporting lines
experience and execute on our strategy. * Succession planning
Stretched resources could see staff » Engagement surveys providing staff
distracted from performing their core roles with the opportunity to provide
or failing to deliver on key projects. feedback and ideas
Lack of adequate succession planning * e-learning platform and internal
and dependency on a small number communication and recognition
of key staff could also result in loss of platform, CORE
knowledge and weakening of supplier * Kickstart and ‘Grow your Own'
relationships, which in turn could impact PT programmes
operational performance. « Employee forums
+ Wellbeing Programme and Wellbeing
Hub in place
* Employee Assistance Programme
providing 24/7 telephone
counselling service
. J
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Key

Risk movement in 2022:

Riskincrease = Nochange  Risk decrease

® 9 O

Included in Viability assessment, see page 63

( Principal risk

Description and impact

Mitigations and controls

Strategic link )

310dau
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4 )
Economic pressures and the cost-of- + Employee Diversity and Inclusion Grou
¢ ne >ana v i ploy Yy P
living crisis mean this risk is trending up, « Growth of Gym Support and changes to
; qs costs mcreose and personnel seek the way we run the business, reducing
| Our people higher salaries. dependencies on key individuals by
. continued spreading knowledge more widely
3 « Improved brand recognition will over time
: make The Gym Group more attractive to
: . potential recruits
\ J
(.. ' )
i Our ability to enrol members, carry ¢ Primary dota systems hosted by specialist  Innovative
‘ out online marketing activity, process hosting providers in suitable data centres  technology
I payments and control gym access is « PrimaryIT infrastructure fullymonaged ~ @nd
IT dependent on the performance of our by specialist IT companies which provide marketing
. dependency : IT systems. best-practice architecture and support  compelling
: ' In addition, innovation introduced as + Allmembership and business information ~ member
: part of our reopening plan post Covid-19 backed up regularly using third experience
e (including the gym ‘busyness’ tracker and arty locations
gthegy y party
: contactless entry). has fgndomentollg « Robust disoster recovery and business
chonged the digital relationship continuity plans in place
with members and the volume of . .
digital interactions. *» Additional capacity added to our
infrastructure to cope with large spikes
Whilst this is a long term opportunity, inusoage
ithas introduced additional Iogd and « Regular programme of load testing on
complexity to our member-facing critical member-facing plotforms
technology platforms.
Disruption to our critical IT systems could
negotively impact member experience
and/or our ability to collect revenue.
- J
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Principal risks and uncertainties continued

Key

Risk movementin 2022:

Riskincrease No change Risk decrease

@ 3y O

Included in Viability assessment, see page 63

o

Description and impact

Mitigations and controls

Strategic link ]

&r’incipol risk
r

e

f

i

; Cyberand |
, data security

()

The Group holds business critical and
confidential information electronically.
A breach of security or data protection
regulations as a result of unauthorised
access, loss or disclosure of this
information could lead to legal claims,
regulatory penalties, disruption of
operations and/or reputational damage.

Cyber attacks are generally increasing due
to the current geopolitical instability; and
over time, we believe our increased brand
recognition will increase our vulnerability
to such attacks.

Data protection legislation brings
potentially wide-reaching effects and
consequences for all businesses, with
penalties for breaches ottracting fines
of up to 4% of annual turnover, or €20m
- whichever is the higher.

* Networks and systems protected by Innovative
firewalls, industry-leading outhentication  technology
management and security software and and
secure passwords marketing

All sensitive data is captured and
presented using SSL encryption

* Access to central member data systems
requires 2-Factor authentication

All customer payment data is stored
externally on systems that are PCI-DSS
and/or BACS certified

Quarterly penetration testing performed
on all key systems

.

« Ongoing programme of assessments and
accreditations testing the information
security environment; transactional
website scanned quarterly to ensure
PCl complionce

» Mandatory annual cyber security and
data protection training for all employees.
Employees with access to larger volumes
of personal data required to complete
a more advanced course for data
protection each year

Additional security measures being
implemented to further strengthen
PCl compliance

* Data Protection Manager in place
to oversee and optimise our control
environment in this area

Senior leadership briefs the Board on
information security matters at least
annually when the CIO presents the
Group's IT strotegy

* Cyber security insurance in place

N
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Key

Risk movement in 2022:

Risk increase No change Risk decrease

W 8 O

Included in Viability assessment, see page 63

( Principal risk Description and impact Mitigations and controls Strategic link J
4 ] )
i The Gym Group brand is built on trust, « Group policies and procedures set out the Innovative
: inclusion and strong sustainability expectations and behaviours that enable  technology
credentials. The relaunch of the brand all colleagues to make the right decisions  and
. Reputation in FY22 and its growth and promotion and communicate appropriately marketing
‘ y X R : R
" brand and in FY.23 brings increased attention from « Communication and engagement Compelling
' trust media coverage of The Gym Group as programmes in place to listen to our member
: _ brand recognition increases. members and stakeholders and ensure experience
‘ © Ahealth and safety or other serious we reflect their needs in our plans, which
'): l | incident in any of our gyms could result include health, community,climateand  Unique team
: * inreputational domage, particularly if sustainability initiotives and culture
i misinformation is spread on social media. « Promotion of our values and high Growing
: . . . . standards of doing business should sustainably
. The'reI is 050 a rlstk ;hOt an 1n§pprfopt”?;? ensure we become a trusted brand which
' social media post by a member of staff is boosts our reputation
interpreted as the view of The Gym Group, .
which could have a widespread impact + Clear, documented procedures in place
on our brand and reputation, leading to for managing heo!th and safety incidents;
. loss of membership. This increases as the staff regularly trained to ensure all
" estate and workforce grows and brond incidents are effectively manoged
' recognitionincreases. « Robust business response plan in place
to decl with brand and reputational issues,
including the retention of o specialist
PR agency and media training for
I key Executives
: « Central control of social media posts
\_ P J
4 )
‘ The Gym Group maintains good * Business continuity plans for critical High quality
relationships with its key suppliers and suppliers in place and reviewed regularly estate
~ seeks to treat all suppliers ethically « Close relationships maintoined withour  |nnovative
" Relationships and professionally. principal supply portners and contractors  technology
with key Where possible, we employ a policy of to pr_ovide as much visjbilitg of future and
- suppliers using multiple suppliers to minimise requirements as possible marketing
: business interruption should one supplier « Stock holding levels in place with main X
. NEW fail. However, we have key dependencies in suppliers and advance purchasing of G"°W‘_“9 b
areas such as equipment provision, gym materials undertaken as appropriate sustainably
occess and payment processing. » Constant focus on costs through regular
With the continuing macroeconomic meetings of senior executives, providing
challenges in the UK economy and the wider early sight of price increases, potential
geopolitical conflicts, there is an increased shortages and delays
risk Of‘Cl’ltICO| supplier failure caused by « Competitive tendering undertaken where
financial exposure and/or cyber attacks. appropriate to ensure price increases
There is also a risk of supply chain are minimised
disruption due to lack of availability and
increased cost of labour and materials.
In addition, as our business grows, there
is arisk that key suppliers’ processes
and procedures do not keep pace with
our requirements.
\. /
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Principal risks and uncertainties continued

Changes in principal risks

in 2022

In the 2021 Annual Report and
Accounts, 'Scale of change’' was
included as a Group principal risk.
Given the successful delivery of a
number of significant projectsin

FY22 inrelation to technology and
brand, as well as the reduction in the
number of new sites expected to be
opened in FY23, the Board believes
that the executionrisk in relation to
the delivery of major strategic projects
has significantly reduced ond, as such,
that ‘Scale of change’is no longer a
Group principal risk. We do, however,
continue to monitor the risk and ensure
appropriate mitigations are in place as
part of our ongoing risk management
process. In addition, there remains
significant demand on resources to
optimise the brand and technology.
The impact of this is captured in the
risk entitled 'Our people’.

Emerging risks

In addition to the principal risks set
out on the previous pages, the SMT
and Board also consider emerging
risks as part of their review. These are
risks that, whilst not currently believed
to be principal risks to the Group, are
clearly important to us and could have
a significant impact on the ability

of the business to fulfil its strategic
objectives in the future.

Climate change continues to be
included in our emerging risks register.
The full potential impact of this risk
cannot yet be quantified with any
certainty; however, we have included
arange of scenarios, and mitigating
actions within the TCFD disclosures on
pages 50-53.

Going concern

In assessing the going concern position
of the Group for the year ended

31 December 2022, the Directors have
considered the following:

@ the Group's trading performance
in FY22 and throughout the
traditional January and February
2023 peck period;

® future expected trading
performance to June 2024 (the
going concern period), including
membership levels and behaviours
in light of the current difficult
macroeconomic environment; and

® the Group's financing
arrangements and relationship
with its lenders and shareholders.

2022 was a year of significant
recovery and growth for The Gym
Group, with membership at the end
of December 2022 reaching 821000,
anincrease of 14.3% from the end

of December 2021. Average revenue
per member per month for the year
(ARPMM") was £17.82 and for the
second half of the year was £18.30,
up 4.5% on the second half of the
prior year. LIVE IT, the premium price
product, ended the year at 29.6% of
total membership compared with 271%
in December 2021. As a result, revenue
and Group Adjusted EBITDA both
increased significantly. The Group
also reported strong cash generation,
with free cash flow of £16.6m being
generated and used to part-fund the
25 organic site openings as well as
our investment in the new technology
and brand. The remaining organic
site openings and the acquisition

of the three sites previously trading
under the Fitness First brand were
funded through an increase in the
Group's borrowings. All sites opened
in the year are performing in line with
our expectations.

In May 2022, the Group agreed with
its lenders certain changes to the
Group's Revolving Credit Facility
(RCF"). As a result, the Group now
has access to a combined £80m
facility which matures in October
2024. The Group also currently has

access to £13m of finance lease
facilities (£15m permitted under the
RCF). As at 31 December 2022, the
Group had Non-Property Net Debt
(including finance leases) of £76.Im,
with £15.4m of headroom (calculated
off bank debt less cash) under the
RCF. The RCF is subject to quarterly
financial covenant tests on leverage
(Net Debt to Group Adjusted EBITDA
Less Normalised Rent), fixed charge
cover (Adjusted EBITDAR to Net
Finance Charges and Normalised
Rent) and minimum liquidity. Whilst
the going concern assessment covers
the period to the end of June 2024,
the Directors have considered the
fact that the Group's RCF facility

is currently expected to expire in
October 2024 and concluded that
there is a realistic prospect thot this
will be extended or refinanced before
that time.

Following the January and February
2023 peck trading period, closing
membership at 28 February 2023 was
890,000 members, an increase of
8.4% on the position at 31 December
2022. However, demand has been
impacted by the cost-of-living
pressures felt by many; and the
Directors expect the current difficult
macroeconomic environment and
consumer behaviour to continue. As

a result, we have taken a cautious
approach to preparing the three
year financial plon that underpins the
going concern review.

The base case forecast for the period
to 30 June 2024 anticipates continued
growth in yields across the whole estate
as aresult of pricing actions that have
already been taken. However, modest
increases in membership levels are
driven largely by the sites opened in
2022 and not by growth in the mature
estate. In addition, the Directors have
taken a more measured approach to
new site openings throughout the plan
period, with all new sites assumed to be
self-financed. Under this scenario, all
financial covenonts are passed with
areasonable level of headroom and
the Group can operate within its
financing facilities.



The Directors have considered a
downside scenario which anticipates
o more significant cost-of-living
downturn throughout the period
under review. Under this scenario,
membership numbers in the mature
estate start to deviate from the
base case from March 2023 such
that they are approximately 10%
lower by the end of 2023. Yields do
continue to increase but at a much
lower level than under the base case.
Under this scenario, the number of
new site openings is reduced and
discretionary performance-related
bonuses removed to ensure that all
financial covenants continue to be
passed and the Group continues to
operate within its financing facilities.

The Directors have also considered
areverse stress test scenario to
ascertain the extent of the downturn
in trading that would be required

to breach the Group's banking
covenants or liquidity requirements.
Mitigating actions assumed in this
scenario include moving to a minimum
level of maintenance and IT capital
expenditure; reducing controllable
operating costs and marketing
expenditure; and pausing the new
site opening programme in order

to preserve cash. In this scenario,

the number of new members each
month would have to decline by 16.5%
compared to the base case (the
equivalent of membership reducing
to 73% of the February 2023 closing
membership number) before the
leverage covenant would be breached
in June 2024. However, the Group
would remain within its liquidity limits.

In the event of a reverse stress

test scenario, the Directors would
introduce additional measures to
mitigate the impact on the Group’s
liquidity, covenants and cash flow,
including: (i) further reductions

in controllable operating costs,
marketing and capital expenditure;
(ii) discussions with lenders to secure
additional debt facilities and/or
covenant waivers; (iii) deferral of,

or reductions in, rent payments to
landlords; and (iv) the potential to
raise additional funds from third
parties. The Directors consider the
reverse stress test scenario to be
highly unlikely.
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Conclusion

The Board hos reviewed the financial
plan and downside scenarios of

the Group and has a reasonable
expectation that the Group has™
adequate resources to continue

in operational existence for the
period to 30 June 2024. As aresult,
the Directors continue to adopt the
going concern basis in preparing the
consolidated financial statements.
In making this assessment,
consideration has been given to the
current and future expected trading
performance; the Group's current
and forecast liquidity position and
the support received to date from
our lenders and shareholders; and
the mitigating actions that can be
deployed in the event of reasonable
downside scenarios.

Viability

As stated in the going concern
assessment, the Directors have a
reasonable expectation that the
Group has adequate resources to
continue in operational existence for
the period to 30 June 2024. However,
in accordance with provision 31

of the UK Corporate Governance
Code 2018, the Directors have also
assessed the longer term viability

of the Group, taking into account

the Group's current position and the
potential impact of the principal and
emerging risks documented earlier in
this report (including climate change
risk) that would threaten its business
model, future performance, solvency
or liquidity.

The Directors have determined that the
three year period to 31 December 2025
is an appropriate period over which to
assess the Group's viability as:

® the Directors review a three year
financial plan with monagement
each year as part of an annual
strategy review and the viability
analysis is based primarily on this
plan; and

® the period is sufficient to refiect
the return to stable mature
membership numbers and see the
maturation of new sites opened in
2021 and 2022.

Whilst the viability review has
considered all the principal risks
identified by the Group, the Directors
have concluded that the risks that
would most materially threaten

the Group's growth drivers, future
performance, solvency or liquidity
were operational gearing, the trading
environment, a structural change in
the industry and our people. Severe
but plausible downside scenarios
based on these risks were therefore
created against which liquidity and
debt covenant headroom analysis was
performed. The Directors considered
the fact that the Group's RCF facility
of £80m is currently expected to
expire in October 2024 and concluded
that there is a realistic prospect that
this will be extended to cover the whole
of the viability assessment period.

The downside scenarios included
modelling a severe but plausible
decline in membership numbers
compared with the base case plan
and a significant increase in costs
(in particular employee and utilities
costs) over and above that included
in the base case plan. The Directors
have also considered a reverse
stress test scenario to ascertain the
extent of the downturn in trading
that would be required to breach the
Group's banking covenants or liquidity
requirements. In both the downside
scenarios and the reverse stress
test scenario, mitigating actions
assumed include moving to a minimum
level of maintenance and IT capital
expenditure; reducing controllable
operating costs and marketing
expenditure; and pausing the new
site opening programme in order to
preserve cash.

Having concluded the above viability
assessment, the Directors have a
reasonable expectation that the
Group will be able to continue in
operation and meet its liabilities

as they fall due over the period to

31 December 2025.

310dol]

216210435

D

[
Q
<
®
o
3
Q
3
a
®

SIUBWSIDLS
|DouUDULS

|63



The,Gym Group. plcIlANNUQlRepoLttondlAccountst)022]

Strategiclreport]
Stakeholder

Nen=nenecicl
InfONMMMEEOn

The table opposite sets out where stakeholders can find
information in our Strategic report that relates to
non-financial matters detailed under section 414CB of
the Companies Act 2006.
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IV
$g
g8
~ 0
Q,
o
Reporting Where to find further information Page Summary of relev&nt policies if applicable l
requirement A ’ ) ' | (': )
[q)
( N EE
" Environmental = Sustainability report 38-53 Our environmental strategy is set out on ‘BD
: matters ) page 50. g
: H O
®
Emplogees ‘ Sustainability report 38-53 The Group has relevant training for all
: : . o . employees which is served via a training
i ! Chief Executive's review 10-15 portal. Our employee-related policies and @ N
i . Principal risks and uncertainties procedures which include our privacy notice, a3
: - Our people 58-59 family-friendly and inclusivity policies and > g
| i allwork-related policies, are available to all g Q.
! employees on the intronet. 3 g
f 1]
1 Human rights . Sustainability report 38-53 It is prohibited for any employee or person
working on our behalf to offer, give, request
i i Modern Slavery statement or accept any bribe. The Group has an Anti-
! ‘ Bribery and Corruption policy which sets out
{‘ the relevant procedures, as described on
! ; page 39.
i w ’ The Company also has a Whistleblowing policy.
Social matters 3 Sustainability report 38-53 Our approach to diversity and equal
i ; opportunity and promoting wellbeing ore set
out on pages 40-45.
’ ' Our Diversity and Inclusion manifesto can be
‘ . found on our website at www.tggplc.com.
: Business . Business model 02 An explanation of the Group's business model
: model . can be found on page 2.
Principal risks " Principal risks and uncertainties 54-63 The Board has a process for considering the
: ; principal risks as set out on page 54.
Non-financial : Keyperformance indicotors (KPIs') 36-37 The Board opproves relevant KPIs for use in
" KPls : the Strategic report, as on page 36-37.
Relationships : Stakeholder information 66-69 The Group has a number of policies and
i with suppliers, procedures underpinning its commitment to
i members high standards of business conduct, which are
and others available to oll staff on the intranet.
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Engaging
with our
stakeholders

Section 172 (‘s172’) of the Companies Act 2006 imposes on
company directors a duty to act in the interests of a broad
range of stakeholders including shareholders, employees,
suppliers and local communities. A statement in respect of
compliance with s172 is on pages 108-111.

Who they are and why How we engaged Outcomes of that engagement How the Board considers the
they matter during 2022 interests of our stakeholders
4 )
Shareholders * Meetings with our The Board did not recommend The Board is kept informed of
current and prospective  any dividends in respect of the all responses received as part
Our investors provide shareholders. financial yeor 2021 ond does not of shareholder consultations by
capital for growth, « Held dialogue with recommend any in respect of management and the brokers.

‘ i idi financiol year 2022 either. . .

‘ w:“;t Pr°‘"d;n9 shareholder groups. Y The Board's 2022 dividend position
challenge an * Presentations given The Chair of the Board held can be found on page 21.
feedback on our

" business model and to shareholders upon anumber of one-on-one The Board welcom tion

: the release of annual shareholder meetings to discuss € board welcomes questions

. plans for the future. . . . from our shareholders at our

or interim results. queries on governance or o .
. - Annual General Meeting (AGM’).
« Feedback from strategic matters. This type of The arrangements for our
our ioint brokers engagement helps our investors ger .
J 2023 AGM will be confirmed in
following investor and shareholders to be better the 2023 Notice of Meeting, In
informed about our business. ) -
engogement and addition, John Treharne, the Chair
reports from brokers Shareholders were also keen to of the Board, is also available
onmarket trends. understand our remuneration to shareholders.
* Reporting to the decisions. The Board and .
Board as a whole on Remuneration Committee The B.°°r,d has comr:ttt?: to
investor matters. Chair continued to consult with ongtOI.ng I'Dn;? rovem:at.ns nd our
« Preparation of shareholders, to understand their Sus cu_no '_‘, 4 Teporting anc ou
P . - . Sustainability report can be found
investor materials and views on key decisions, and we will on pages 38-53 and on
organising a Capital continue this dialogue in future P gb it
Markets Day. years. For more information, see Our website.
the Report of the Remuneration
Committee on pages 92-107.
g _J
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Who they are and why How we engaged Outcomes of that engagement How the Board considers the
they matter during 2022 interests of our stakeholders
[
Employees ¢ Welaunched our ‘people  Our people first approach The Board has met regularly
promise’ focused on contributed to our high to consider, oversee and

Our employees define
our culture and values.
Fostering an engaged

. workforce is central to

our strategy, enabling
us to deliver the
exceptional service

" that keeps us at the
.. forefront of our sector. :
. Our friendly, inclusive

and people-centred
culture continues

i be a key part of

Oour success.

our commitment to
providing development
opportunities and
career pathways,
supporting employees
and nurturing a friendly
and inclusive culture.

Since our participation
in the Kickstart Scheme
in December 2020, we
have welcomed 234
young people between
the ages of 16-24 to
gain work experience
and a qualification

in fitness.

The newly established
Emerging Talent
Programmes give
Assistant General
Managers and Fitness
Trainers the necessary
competencies to
progress within
operational
management roles.

engagement scores, successful
retention of our Investors in People
Gold accreditation and external
recognition for our Equality,
Diversity and Inclusion strategy
ang progress.

66% of our Fitness Troiner
Kickstarters and 38% of our
Business Support Kickstarters
converting to permanent roles at
The Gym Group.

We have seen great success with
the first cohorts of our Emerging
Talent programmes, witha

42% promotion rate within the
Emerging Talent management
development programme and
48% promotion rate within

the Fitness Trainer Emerging
Talent programme.

review progress on people-
related actions.

All Directors visit several of
our sites each year to support
our teams.

In December 2022, we held two
‘We're With You' events, bringing
together colleagues from across
the business to celebrate the
lounch of our new visual identity
and enable our leaders to engage,
energise and recognise our teams.

'
i

’ Members

Being high quality,
we represent for our
members the lowest
cost 24/7 nationwide
gym operator in the

i market. We continue
© to work on eliminating
: gym intimidation and

providing comfortable,
safe and accessible

. facilities, delivering

on our purpose of

. breaking down barriers.

to fitness for all.

.

A key part of our
strategy and business
model is to ensure we
achieve high levels of
member satisfaction in
our gyms. We measure

this through OSAT scores.

A primary focus in 2022
was the redevelopment
of our onfine digital
platform and website
which launched in
Spring 2022. More detail
on our digital offering
can be found on pages
32-33.

In the Summer of 2022,
we rolled out our new
brand identity across
allgyms and rebranded
key digital touch points
of our website and
member app.

We constantly monitor market
trends and member demand: our
flexible gym format ond design
continues to evolve providing
facilities closely matched to

the member usage patterns,
demographics and demands.

The new website is very mobile
device friendly, which is where

we see most of our web traffic. In
addition, the new platform is highly
scalable and resitient, with state of
the art anolytics capabilities.

A new cloud hosted digital
platform, launched in April 2022,
uses the latest technologies to
maximise performance and deliver
the best online experience to
members across web ond opp.

We regularly review our
member satisfaction scores
at Board meetings.

Directors use member feedback
to identify ways in which our
member journey can be improved
or enhanced.

The Board has overseen the
technology developments,
receiving reports on progress of
initiatives. It considers technology
to be a strategic priority alongside
driving membership recovery,
developing our member value
proposition and securing a high
quality pipeline of great sites for
our members.
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Stakeholder information continued

CVho they are and why

How we engaged

Outcomes of

How the Board considers the

)

they matter during 2022 that engagement interests of our stakeholders
4 ™
’ Suppliers I + Our strong, listed We maintained helpful and positive  The Board is committed to
i ’ company covenant relationships with our suppliers. high standards of ethical
1 . . . .
1 3;;’:::::"5';;:; Z:;gg:s: Ig E;gll?)?:jgs. We maintain our properties to business conduct.
! ensure we stzrce the . TheGn h a high stor?dord: mciptoining The policies cm.d procedures
¢ best value goods and h? . Ct’)"’p 1as good relationships with property  relevant to business conduct
services for the benefit whistiebiowing management companies and ore ovailable to oll employees.
arrangements in acting as responsible tenants. o
l of our members. place, which enable Executive Directors, on behaif
i | employees to raise of the Board, have worked with
High standards of concerns should they key suppliers to develop plans in
ethics and business suspect wrongdoing or accordance with business needs.
f:onduct 1san unethical conduct. The Board takes a zero-tolerance
important part of « We publish our Payment h ib
being a responsible pu yr approac to bribery gnd
| meimber of the Practices R?F_IOTt twice corruption. It also reviews the
s . o yeor and it is available Group's Modern Slavery Act
communities in which 1 1o download from Stotement annuall
we operate. : Y
Companies House.
Communities * Our low price mode! We aspire to achieve a gender The Board recognises the
enables fitness to balanced workforce by 2030 and importance of contributing to
Being a valuable part be affordable for all for our senior teaders to be 40% wider society and considers it a
of the communities in and supports those female by 2025 driving greater vital part of achieving our purpose.
which we operate is accessing 0 gym forthe female representation across The Board considers the long term
hugely important to first time. our gyms. . . .
us. Providing safe and . impact qf its .qperotlons as part of
g sate We have lounched The its sustainability strategy.
affordable facilities - Gym Group community
for exercise creates project aimed at The Board's position on diversity
social value for the fundraising in the gym's is set out on page 83. The Board
communities in which local community. considers diversity to be a focus
we operate. ! + We hove worked closely for succession planning.
[ with local authorities
to support the safe
{ | inspection of our gyms.
b We tried to ensure
i that our workforce
i was reflective of the
-t communities in which
l we operate.
N\ J
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)

Who they are and why How we engaged Outcomes of How the Board considers the
they matter during 2022 that engagement interests of our stakeholders
Environment + Our commitmenttonet  As part of our net zero Our Board and Executive

A good quality
environment is
 essential to provide
basic human needs,
© for society to develop
! and for our business
to grow. The health
- of the population is
. adversely affected by .
' climate change and '
. the resilience of our
business is essential
. to meet the challenges .
" it presents.

.

zero took a significant
step forward this year,
with detailed preparation
of a full submission to
SBTi which we have
submitted for validation.

Our Sustainability
report details our
environmental strategy,
activity and initiatives.
This can be found on
pages 38-53.

commitment to SBTi we have also
committed to:

* engoging with all our key
suppliers to set their own
emissions reduction targets,
aligned with climate science,
by 2028; and

¢+ developing a member
engagement plan by 2025
to drive forwards our net
zero ambition.

For more information please refer
to the governance TCFD pillar on
pages 50-51.

Committee remain fully committed
to identifying and addressing

the immediate and longer term
climate-related impacts on our
business. Our Board has overall
accountability for managing the
business risks and opportunities
posed by climate change.

The Sustainability Committee
meets at least three times per
year and reports directly to
the Board.

Responsibility for monitoring and
overseeing the Group’'s climate-
related progress is delegated

to the Chief Development and
Sustaoinability Officer.

i Lending banks i

' Our lending banks
provide funds for
growth and day-to- :

. day working capital to

- enable us to operate
and grow our business
to its full potential.

.

During the year, we
provided regular updates
on the Group's finoncial
performance, including
performance against
agreed debt covenants.

In the first half of 2022,
management met with
the lending banks to
discuss the Group's
strategic plan and the
acquisition of the three
sites from Fitness First.

Following discussions with

the lending banks on the
Group's strategic plon and the
acquisition of the three sites
from Fitness First, we agreed,
in May 2022, certain changes
to our RCF facility, including a
one-year extension of Facility
A (£70m) to October 2024;
the cancellation in full of the
temporary Facility B (£30m) and
replacement with a new £10m
facility to October 2024; and
further relaxation of finance
lease restrictions.

Management holds regular
meetings/calls with lending banks
during the year to enable them to
be updated on the progress and
performance of the business.

Representatives from the lending
banks are invited to our half year
ond full year results presentations.

Infinancial plans discussed by
the Board, analysis is presented
on how these plans would impact
debt covenants in order to ensure
that the interests of the lending
banks are protected.

The Board's annual going concern
and viability assessment is
performed with specific reference
to the level of borrowings required
under different scenarios and
the impact of such scenarios on
debt covenaonts.
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Governance report

Introduction from the Chair of the Board

I am pleased to
introduce the 2022

~ Governanceé report on
behalf of the Board.
The Governance report
forms part of the
Directors’ report.

“Pe Chelir e #he
Bearel, i s my rels @
helighybalance]

of dllls, apariznes,

theftoblel
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¥)ohn)TreharnellGhaigofythe.Board
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Purpose and culture

The Gym Group's purpose is to break
down barriers to fitness for all, ond the
Board fully supports and promotes
this by conducting its business
according to the values - taking

the first step, realness, friendliness
and challenging your limits - and
considering the interests of
stakeholders in our decision making.
In a year dominated by geopolitical
and macroeconomic disruptions,

the Board and management have
worked to ensure that the Group
remains focused on its strengths and
protects its people and stakeholders.
The Board's activities during 2022 are
described on page 79.

Board composition

As Chair of the Board, it is my role to
ensure that we have the right balance
of skills, experience, knowledge and
perspectives around the table to
ensure robust debate, constructive
challenge and positive engagement
on strategy. It is also important that
all Board members receive a full,
formal and tailored induction and
receive the information and access
to resources they need to carry out
their responsibilities. During 2022 and
into 2023, our new Board members
completed, or are in the process of
completing, their inductions, details
of which are in the Report of the
Nomination Committee on

pages 81-83.

During 2022, Ann-marie Murphy,

Elaine O'Donnell, Richard Stables and
Luke Tait joined the Board, and Rio
Ferdinand, Penny Hughes and Mark
George left the Board. | took on the role
of Chair from July 2022.

In February 2023, we also welcomed
Simon Jones to the Board as a
Non-Executive Director (NED') and
member of our four Committees. As we
announced in January 2023, Richard
Darwin will step down from the Board in
due course and, for an interim period,

I have taken on the role of Executive
Chair to assist in the transition.

Independence and
responsibilities

The independence status of the
Directors is set out on page 78. To
preserve Board balance, all of our
Non-Executive Directors have the
same responsibilities, which are
further explained in this report on
page 77, and include engaging in
Board discussions, making sufficient
time available to carry out their
roles and acting in accordance with
their duties.

Talent, diversity and succession
In 2022, we have increased our

focus on succession and talent
management for the Board and
Executive Committee and throughout
the business. This has been conducted
through the work of the Nomination
Committee and the Board as a whole.
In 2022 and 2023, we reviewed the
talent and succession pipeline for
senior management to ensure that
we have the right resources within

our business.

Sustainability

We continue to improve and enhance
our sustainability reporting, as is

set out in the Sustainability report
from pages 38-53. Our Sustainability
Committee supports and promotes
our sustainability strategy, ensuring
that sustainability matters are
supported by robust governance
streams and sustainability matters
remain central to Board discussions
and considerations. In 2022, we
continued to make further progress on
measuring the social value generated
by our members exercising in our gyms.

AGM

Our AGM is planned for 11 May
2023, and ! look forward to meeting
shareholders there.

John Treharne
Chair of the Board
15 March 2023
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UK Corporate Governance Code
compliance statement

5 2
g
- ®
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O

(The UK Corporate Governance Code 2018 (the 'Code’) is the key
governance measure to which we referred during the financial year
to 31 December 2022. The Code can be found at www.frc.org.uk.

We always intend to comply with the prevailing principles of
good governance and the code of best practice honestly, simply,
transparently, and with clarity and integrity.

Provision 5

Rio Ferdinand was the appointed NED for workforce engagement

until he stepped down from the Board in August 2022. Since that time
we have made use of alternative arrangements as permitted by the
Code and set out on page 83. The Committee intends to review the
effectiveness of this arrangement in 2023 as part of the Board’s annual
review of effectiveness.

Provision 9

John Treharne, Executive Chair of the Board since January 2023, was
not considered independent on appointment as Chair in July 2022.
John was the founder of The Gym Group and formerly held the positions
of CEO of the Group until September 2018, and Founder Director until
July 2022. The Board believes it is in the best interests of the Group for
John to hold the role of Executive Chair for a limited period of time to
support the transition to a new CEO. The Board believes this exceptional
arrangement is appropriate at this time, as John's unrivalled knowledge
of The Gym Group and Board tenure will offer stability and consistency
for the Board and support for the Executive Directors in a period of
change. The Group will announce plans for John's succession in due
course, once Richard Darwin’s successor is appointed.

2022 Governance report
Our governance reporting follows
the order set out in the Code:

Compliance with the Code
Board leadership and Company
purpose

More information can be found
on page 76.

Division of responsibilities
More information can be found
onpage77

Composition, succession and
evaluation

More information can be found
on pages 81-83.

Audit, risk and internal control
More information can be found
on pages 84-89.

Remuneration '
More information can be found
on pages 92-107.
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Board of Directors

[Committees]

Board skills’
I

Other,

John Treharne
Chair of the Board

Emma Woods
Senior Independent
Non-Executive Director

VN

Elaine O’'Donnell
Non-Executive Director

®0

00®

O0®O0

John founded The Gym Group
in 2007 and has over 20 years’
experience in the health and
fitness industry.

John launched Dragons Health
Club plc in 1991, before its
flotation on AIM in 1997 and sale
to Crown Sports plc in 2000.

John was appointed Chair of

the Board and the Nomination
Committee in July 2022, and took
on the role of Executive Chair in
January 2023, with a focus on
supporting the transition to a
new CEO.

Emma has wide-ranging
marketing experience within
the FMCG and leisure sector,
and has built a diverse portfolio
as a Chair and Non-Executive
Director over recent years.

Emma was the former CEO of
Wagamama and previously
held Marketing Director roles
at Merlin Entertainments plc,
Pizza Express and Unilever.
Emma is a customer and
marketing champion.

Elaine is a highly experienced
financial professional and

Audit Chair. She is Senior
Independent Director and Chair
of the Audit Committee of On
the Beach Group plc, and Chair
of the Audit & Risk Commiittee
and Non-Executive Director of
SThree plc. She was formerly
Chair of Games Workshop plc
until 31 December 2022, having
served in various roles on that
Board since 2013. Elaine was
previously a Partner at EY and is
a chartered accountant.

John's wealth of operational
and leadership experience and
knowledge of industry trends
offers the Board valuable
context to develop its strategy
and inform its decisions. As
founder of The Gym Group, John
has an unmatched network

of industry connections and
corporate knowledge used to
support our business and the
Board's evolution, and as Chair
John provides stability and
continuity in leadership.

Emma brings the Board valuable
commercial and operational
insights into multi-site leisure
businesses, which is key to the
Board's development of the
Group's strategy. As a former
executive leader, she offers
perspectives on the challenges
facing hospitality and leisure
businesses. Emma brings
relevant challenge and support
to the Executive team with
particular focus on meeting
customer expectations.

Elaine brings to the Board
extensive experience as a
Non-Executive Director and plc
Chair and Committee member
of a diverse range of businesses.
Elaine's financial knowledge

and expertise, in addition to her
online retail industry experience,
supports the Board inits
oversight of the Group’s financial
reporting and controls.

ukactive

- Board member
Europe Active

- Board member

Tortilla Mexican Grill plc

- Chair of Board of Directors

Great Portland Estates plc

- Chair of the Remuneration
Committee

Huel Limited

- Non-Executive Director

On the Beach plc

- Senior Independent Director
and Chair of the Audit
Committee

SThree plc

- Chair of the Audit & Risk
Committee
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Committees ]
Nomination Committee

©) chair

‘ Remuneration Committee

O Audit and Risk Committee O Sustainability Committee
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Non-Executive Director Non-Executive Director Non-Executive Director Non-Executive Director
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Woais has gathered David is an experienced Richard is an experienced Simon is Managing Director for

substantial e-commerce
expertise from a number of

digital operating executive
and Board Director.

corporate financier,
having spent 32 years at

Premier Inn and Restaurants,
UK and Global Commercial

Director at Whitbread, and has
led the UK business for Premier
Inn and Whitbread's portfolio of

Lazard. Currently, Richard
is a Partner at Fulcrum
Advisory Partners LLP,

leading online businesses.
As the former CEO at
Push Doctor, one of the

David was previously the
Operations Director at

leading digital healthcare
companies in Europe, Wais
worked in partnership

with the NHS to connect
thousands of patients
each week with clinicians.
Before joining Push Doctor,
Wais was Director of Global
Operations at Treatwell,
and prior to that was
International Operations
Director at Just Eat.

Amazon in the UK from 1998
t0 2000, the Chief Operating
Officer at Lastminute.com
from 2000 to 2003, the

Vice President, Operations/
Chief Operating Officer at
eBay from 2003 to 2007,

and Senior Vice President of
International at Rackspace
from 2010 to 2012.

an independent advisory
firm, and a Senior Advisor
to Blantyre Capital.
Richard is a qualified
chartered accountant.

restaurant brands since 2016.
Prior to his current role, Simon
was Marketing and Strategy
Director for Premier Inn.
Before joining Whitbread in
2012, Simon had over 15 years’
experience as a strategy
consultant, working with a
variety of clients across the
retail and hospitaiity industry,
latterly as a partner at

0OC&C Strategy Consultants.

Wais’ background in leading
technology businesses gives
him a strong understanding
of the vital role technology
plays in our drive to be

ever more relevant to
members. Wais's experience
of healthcare businesses
means he is well aligned
with our purpose to provide
access to affordable fitness
for all.

David draws on his extensive
plc experience froma

wide range of technology
and product businesses.

His understanding of
technology development is
particularly valuable to our
development. David brings
his thorough understanding
of listed plc matters to all
his committee memberships
and Board responsibilities.

Richard brings his strong
experience of corporate
finance and understanding
of the UK financial markets
to support the Board in

its strategic direction and
decision making, deepening
the Board's skillset for

the future.

Simon has extensive
commercial and operational
experience in building
UK-wide businesses whose
customer proposition is
based on value and quality,
which supports the Board's
discussions and future growth.

Impact Committees
Parcel2Go
- Non-Executive Chair
Irish Lottery

( Non-Executive Director

Reach plc On the Beach plc Fulcrum Advisory Premier Inn and

- Non-Executive Director - Chair of Remuneration Partners LLP Restaurants UK

Voi Technology Committee - Partner - Managing Director

- Regional General Manager Simply Business Blantyre Capital Whitbread

Samaipata (Xbridge Limited) - Senior Advisor - UK & Global Commercial

- Operating Partner - Non-Executive Chair Director

The Grange Academy and Chair of Audit,

- Governor Remuneration, and Social '
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Committees

Career

Board skills
and experience

Other
appointments

Richard Darwin
Chief Executive Officer

Luke Tait
Chief Financial Officer

Ann-marie Murphy
Chief Operating Officer

O

Richard possesses extensive
experience working for leisure
and FMCG companies in the UK
and internationally, including
The Rank Group, Hard Rock
Café International and Diageo.
He qualified as a chartered
accountant with Coopers &
Lybrand and was The Gym
Group's Chief Financial Officer
('CFO") from 2015 to 2018.

He has previously held the
positions of CFO of Essenden plc
(now Ten Entertainment Group
plc) from 2009 to 2015, and CFO
of Paramount Restaurants from
2003 to 2008.

Richard agreed with the Board in
January 2023 that he would step
down from the business.

Luke is the Chief Financial Officer
('CFO') and joined us in October
2022. Luke was formerly Group
CFO of Nando's Group Holdings
Limited, the global restaurant
business, which he joined in 2017.
Prior to this, he held various
finance roles at SSP plc, including
CFO of the UK and US businesses
and Group Corporate Finance
Director, culminating as Group
Financial Controller. Luke is a
qualified accountant.

Ann-marie joined the Group

in April 2018 as Director of
People and Development

and was appointed as Chief
People Officer in January 2021.
Ann-marie was subsequently
appointed as Chief Operating
Officer in February 2022, and
joined the Board in April 2022.

Ann-marie has over 15 years
experience across a variety of
senior Human Resources roles,
particularly in the travel and
retail industries. Prior to joining
The Gym Group, Ann-marie was
Group Human Resources Director
at New Look Retailers.

Richard led the business strongly
through the distuption of the
pandemic, including continuing
to develop a talented and stable
team of executives.

Richard's detailed knowledge of
The Gym Group and background

Luke joined the Board in October
2022, and has brought his broad
experience across global leisure
businesses to lead the finance
function. In his first year as

CFO, Luke is working with the
leadership and stakeholders to
ensure the Group is well placed

Ann-marie brings her strong
leadership and talent
management experience to the
Board and Executive Committee.
Ann-marie provides essential
insight to the operational
aspects of the business and
keeps people at the heart of the

in leisure businesses supports his to capitalise on the significant Board's strategy.

development of the business'’s market opportunities ahead.

strategy and financial delivery.

None None None

\. J AN J




Executive Committee

David Melhuish
Chief Development and
Sustainability Officer

Jasper Mcintosh
Chief Information Officer

The Gym Group plc | Annual Report and Accounts 2022

Emily Kortlang
Chief Marketing Officer

Nick Shelmerdine
Director of Strategy and
Corporate Development

David joined The Gym Group
in April 2013 and has been
critical to the rapid growth
of the estate and on-going
strategic expansion. In

2021, David was promoted
to Chief Development and
Sustainability Officer and is
responsible for delivery and
support of our high quality
gyms, as well as developing,
implementing and leading
our sustainability strategy.
David acts as an ambassador
for all sustainability related
matters at The Gym Group,
both internally and externally.
He ensures the business is
well positioned to meet its
designated sustainability
reporting and disclosure
obligations, as well as wider
corporate targets.

David was previously the
Head of Development at
Central England Co-operative.

Jasper is The Gym Group's
Chief Information Officer
(‘ClO") and has headed The
Gym Group’s technology
operation since 2011. An
experienced technology
director, Jasper has
previously delivered

high profile projects for
GlaxoSmithKline, Global
Fund, the NHS and the
French Presidential Palace.

Whilst at The Gym Group,
Jasper has overseen a

major programme of digital
transformation, introducing
significant new digital
experiences and data and
analytics capabilities to drive
change across the business.
In 2022, Jasper was awarded
atop three place in the CIO
100 list that recognises the
most transformational and
disruptive ClOs in the UK.

\ S

Emily is The Gym Group’s
Chief Marketing Officer
('CMO’). Emily joined The
Gym Group as Group Brand
and Marketing Director

in October 2021, and

was promoted to CMO in
November 2022. Emily was
formerly Brand Director

for Beats by Dr. Dre, at
Apple, and prior to that
held marketing roles at Red
Bull and Fallon, responsible
for brand, social media,
creative, campaign and retail
marketing.

Emily led The Gym Group's
brand transformation
project in 2022, and was
fundamentatl in the launch
of the new brand identity, as
well as developing the new
creative ‘Gym Face' multi-
channel campaign. Our new
visual identity and Gym Face
are significant steps forward
for the business to raise
brand awareness and drive
consistency in the Group’s
marketing strategy.

_ J

o J

Nick is The Gym Group's
Director of Strategy and
Corporate Development.
Nick joined The Gym Group
in November 2021 and

was formerly Associate
Partner at OC&C Strategy
Consultants and MD Delivery
at The Restaurant Group plc,
focused on building a food
delivery business and major
transformation projects.
Nick brings his expertise

in growth strategy, M&A,
business development and
change in the consumer and
leisure space to the Executive
Committee.

During his time at The Gym
Group, Nick has been crucial
in the development of the
strategic direction of the
business. Nick delivers a more
forward-looking approach to
decision-making to evaluate
and seize new growth
opportunities.
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How the Board
and Executive
Committee

work together

The Board and Executive Committee work closely together
to ensure the robust governance of the business and
successful execution of our strategy. Over the year,

the Board and Executive Committee worked closely on
delivering transformational change projects in brand and
technology with a focus on ensuring that the Group is well
resourced, motivated and driven by our purpose to break

down barriers to fitness for all.

Richard Darwin, CEO, Luke Tait, CFO, and Ann-marie Murphy, COO are
also members of our Executive Committee, and their biographies are

on page 74.
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Corporate Governance report

Board leadership and

business purpose

Governance

Role of the Board

The Board is the principal decision-
making body in the Group. It

is collectively responsible for
promoting the long term success

of the business for the benefit of its
members, achieving this through the
creation and delivery of sustainable
shareholder value. The Board also
carefully considers its wider

stakeholders, including colleagues,
customers and suppliers, when making
decisions and more information can
be found on pages 66-69.

In addition to setting the strategy

of the business and overseeing its
implementation by management,
the Board provides leadership to the
business on purpose, culture, values
and ethics, sustainability, monitoring
overall financial performance of the
business, and ensuring effective
corporate governance, succession

Governance structures as at 31 December 2022

planning and stakeholder
engagement. The Board is also
responsible for ensuring that effective
internal control and risk management
systems are in place. The Matters
Reserved for the Board caon be found
on our website.

Board Committees

The Board has formally delegated
certain governance responsibilities to
its Board Committees to assist with
fulfilling its responsibilities, as outlined
in the table below.

k See report | Pages 81-83

See report | Pages 84-89

( The Board The schedule of matters reserved for the Board includes the consideration and approval of: A
« the Group's strategic aims, objectives and commercial strategy;
* review of performance relative to the Group's business plans and budgets;
+ major changes to the Group's corporate structure, including acquisitions and disposals;
* material capital expenditure;
« financial statements and Group dividend policy, including recommendation of the
interim and final dividends;
* major changes to the capital structure, including tax and treasury management;
* major changes to accounting policies or practices;
* the system of internal control and risk management policy;
+ the Group's risk appetite statements; and
* the Group's corporate governance and compliance arrangements.
. | J
. )
Board . The Board formally delegates certain matters to one of the Committees set out below.
Committees
I J
Nomination Audit and Risk Sustainability Remuneration
Committee Committee Committee Committee

See report | Pages 90-91

See report | Pages 92.107)

Division of Board
responsibilities

The Board and its Committees have
a scheduled forward programme of
meetings, aligned to the updated
strotegy, to ensure that sufficient
time is allocated to each key area and
the Board's time is used effectively.
As at 31 December 2022, our Board
comprised four Independent
Non-Executive Directors, of which
one acts as Senior Independent
Director, one non-independent Non-
Executive Director, three Executive
Directors and the Chair. Each of their
responsibilities is listed on page 77

and more information on their specific
contributions to the business can be
found in their biographies on pages
72-74.

The Chair of the Board and the
Non-Executive Directors also met
without the Executive Directors being
present, and the Senior Independent
Director held discussions with the
Non-Executive Directors without the
Executive Directors or the Chair of the
Board being present.

Directors were made aware of the key
discussions and decisions made at
each of the four principal Committees.

The Chair of each Committee
provided a detailed summary at the
Board meeting following the relevant
Committee meeting. On the occasion
that a Director is unavoidably unable
to attend a meeting, they receive a
briefing from the Chair of the Board
before the meeting, so that their
comments and input can be taken
into account at the meeting, and the
Chair provides an update to them
after the meeting.

There is sufficient flexibility for items
to be added to the agenda, which
enables the Board to focus on key
matters relating to the business at the
right time.
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Roles and key responsibilities

~
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+ Chair of 1 John Treharne was appointed Chair of the Board in July 2022, and Executive Chair in Januory 2023, for a 3
the Board + limited period to support the transition to a new CEQ. John's responsibilities include: g
i * Theleadership, effectiveness and governance of the Board. o
+ Setting the agenda, style and tone of Board discussions with a particular focus on strategic matters.
i Ensuring each Non-Executive Director makes an effective contribution to the Board.
. * Ensuring that the Directors receive accurate, timely and clear information.
{ o Chairing the Nomination Committee.
' * Promoting a culture of openness and debate. ()
i« Facilitating constructive Board relations. 2
' 8
3
E
? Chief l Richard Darwin's responsibilities as Chief Executive Officer include: . 8
Executive ! * Proposing the strategic objectives of the Group for approval by the Board ond delivering the strategic
Officer i ond financial objectives in line with the agreed purpose and strategy. ‘[{—
(‘CEO") i » Leading the Executive Committee and senior manogement in managing the operational requirements of
the business. 0w T
* Providing clear and visible leadership of our shared values. § g'
i + Responsible for the effective and ongoing communicotion with colleagues and shareholders. ‘30 3
ga
; e
Chief I Luke Tait's responsibilities as Chief Financial Officer include:
Financial |« Working with the Executive Directors and Executive Committee to develop and implement the Group's
9 P P P
Officer purpose and strategic objectives.
(‘'CFO") * The financial delivery and performance of the Group.
+ Ensuring that the Group remains appropriately funded to pursue the strategic objectives.
* |nvestor relations activities, and communications with shareholders.
 Financial reporting including the preparation of the Annual Report and Accounts.
Chief Ann-marie Murphy was appointed to the Board in April 2022. Ann-marie’s responsibilities as Chief Operating
Operating Officer include:
Officer * Working with the Executive Directors and Executive Committee to develop and implement the Group's
(‘CO0") : purpose and strategic objectives and commercial and trading plans.
+ Leading the Operations function and senior monagement teams in driving operational excellence.
* Ensuring that People and Operations remain central to Board discussions and deliberations, and
promoting the conscious culture of the business.
* Reporting to the Board on workforce reloted matters including engagement, culture, talent and
; succession planning.
Senior l Emma Woods has been the SID since May 2021. Emma’s responsibilities include:
! E} p
Independent - -« Acting as a sounding board for the Chair of the Board ond serving as an intermediary for the other
I Director z Directors as necessary.
i (‘SID”) * Acting as lead independent Non-Executive Director.
| l * Leading the Non-Executive Directors in the performance evaluation of the Chair of the Board, with input
{ from the Executive Directors.
« Being available to meet with shareholders in the event that the Chair of the Board or the Executive
! Directors are unavailable.
Non- | Responsibilities of the Non-Executive Directors include:
Executive i * Constructively challenging management proposals and providing advice in line with their respective skills
Directors i and experience.
i« Helping develop proposals on strategy.
I * Having a prime role in appointing and, where necessary, removing Executive Directors.
; * Having anintegral role in succession planning.
Company II The Company Secretariat function carries out the following responsibilities:
Secretary | * Supporting the Chair of the Board and the Non-Executive Directors with their responsibilities.
! ‘ » Advising on regulatory compliance and corporate governance matters.
I * Facilitating individual induction programmes for Directors and assisting with their development as reqUIred.
i i + Communications with shareholders and organisation of the AGM.
i
k.
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Corporate Governance report continued

Board meetings

The Board's programme of meetings
allows key areas of focus to be
established and reviewed on a regular
basis. Scheduled Board meetings

are predominantly held in person,
with additional virtual and hybrid
meetings facilitated where required.

Management teams and colleagues
ottend to support the Board's
assessment of performance, discuss
progress and agree key priorities.

The below table shows the attendance
of Directors at scheduled Board
meetings. When unable to attend a

meeting, o Director receives papers
and has the opportunity to feed
back comments in advance to John
Treharne, the Chair of the Board, or
the respective Committee Chair.

{ ’ Board

Nomination Audit and Risk

Remuneration Sustainability ]

Committee Committee Committee Committea

" JohnTreharne 8/8 3/3 3/3
. Richard Darwin : 8/8 3/3 3/3
" David Kelly Y 7/8 3/3 4/4 3/4 3/3
: Wais Shaifta : 8/8 3/3 4/4 3/3
. Emma Woods . 8/8 3/3 4/4 4/4
; Ann-marie Murphy? f 6/6
' Elaine ODonnel 3/3 N N "
. Richard Stables® | 3/3 i
! Luke Tait* ! 2/2

Penny Hughes' 4/4 2/2 2/2 2/2

Mark George® 4/4

Rio Ferdinand® 2/5 0/2 1/3

Mark George left the Board on 1 July 2022.

Lo S R A Y L A

Director independence

John Treharne, Chair of the Board,
is not deemed independent on
appointment. Non-Executive Directors
Penny Hughes, Wais Shaifta, Emma
Woods, David Kelly, Rio Ferdinand
and Elaine O'Donnell, who served
during the year, were determined

to be independent on and during
their appointments. Richard Stables
was not considered independent

on appointment to the Board.
Simon Jones, appointed February
2023, was deemed independent on
appointment. The independence

of the Non-Executive Directors is
closely monitored by the Board on
an ongoing basis. The Corporate
Governance Code statement which
includes information on the Board's
decisions on independence is set out
onpage 71.

Ann-marie Murphy was appointed to the Board as Chief Operating Officer on 11 April 2022.
Eilaine O’'Donnell and Richard Stables were appointed to the Board on 30 August 2022.
Luke Tait joined the Board as Chief Financial Officer on 17 October 2022.

Rio Ferdinond stepped down from the Board on 30 August 2022,

Cross directorships

Elaine O'Donnell and David Kelly both
serve as Non-Executive Directors

on the Board of On The Beach plc.
During the year, David Kelly and

Wais Shaifta both served as Non-
Executive Directors on the Board of
Reach plc, until David Kelly stepped
down in December 2022. Taking

into account the size of The Gym
Group's Board and the non-executive
nature of these roles and the
different sector of the companies,
and considering that all Directors
maintain independence of judgement
and follow Group policies on actual
or potential conflicts of interest,
Wais, Elaine and David continue to
be considered independent.

Penny Hughes stepped down as Chair of the Board on 25 July 2022, and John Treharne took over as Chair on the same dote.

How the Board spent its time
The Board measures the time spent on
strategy, governance and operational
performance at each meeting. The
biggest part of the Board's time

was spent on strategy, followed

by governance and operational
performance, which the Board
considers to be appropriate. Minutes
of all Board and Committee meetings
are taken by the Company Secretary
and circulated for comments and
approval. Any unresolved concerns
raised by a Director are recorded in
the minutes.
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Board during the year:
.

-
The following sets out the key areas of focus for the

\

‘Strategy C.

Strategy refresh and approval
Site approvals and pipeline reviews
Consideration of sustainability matters

Performance management and talent
review of executive management

Functional reports including People and
Operations

Trading environment reviews, consideration
of market conditions and investor feedback

Stakeholder engagement

-Financial .

Business performance, including trading
updates and the market’s response to
announcements

Preparation of the Annual Report and
Accounts, full and half year announcements

Engagement with the Group’s Banks
Capital Markets Day presentation
Budget and financial planning

éTechnoIogg .

Improved app and mobile web experience
New website launch
Technology investment and improvements

.Brand e

Brand transformation project

‘Governance | ¢

Approval of the Annual Report and Accounts
Annual AGM

Succession planning and Board composition,
independence, roles and responsibilities

Diversity and inclusion matters

Onboarding and development of new Directors
Board training and development

Approval of new Remuneration policy

\E

Board skills and composition
Information and support

An agenda and accompanying pack
of detailed papers are circulated

from Executive Directors, other
members of senior management

and external advisers. Members of
senior management are often invited

to the Board prior to the meeting,
usually a week in advance, via a
secure digital app. Given the fast-
paced nature of the business, certain
relevant information, such as latest
trading data up to the prior day,

is shared with Directors ot Board
meetings. These include reports

to present relevant matters to the
Board. All Directors have direct access
to senior management should they
require additional information on

any of the items to be discussed,

and the Company Secretary, if they
should wish to discuss procedural or
administrative matters. The Board

w
@
o
0
ot
@
Q
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and the Audit and Risk Committee
also receive regular and specific
reports to allow the monitoring of the

adequacy of the Group’s system of = 0
internal controls. -§ e

Qe
The information supplied to the Board ~ -g‘
and its Committees is kept under a
review and is formally assessed on e
an annual basis as part of the Board G
evaluation exercise to ensure it is fit

and proper for purpose and that it
enables sound decision making.

Training and development

The Group has developed an
induction programme to provide new
Directors with a forma! and tailored
induction that includes visiting several
operational locations. The Board and
Committees’ standing agenda items
include the briefing of Directors on

a wide range of topics, which include
corporate governance and regulatory
requirements. Additionally, Directors
have access to the advice and
services of the Company Secretary
and independent and professional
advice at the Group's expense should
they determine that this is necessary
to discharge their duties.

S1UBLIB10IS
[DIdUDUL

During the year, the Board held a
Diversity and Inclusion workshop,
which was an action following from
the Board's external evaluation in
eorly 2022.

Re-election of Directors

The Board considers all Directors to
be effective, committed to their roles
and to have sufficient time to perform
their duties. In accordonce with the
Articles of Association, all Directors
will offer themselves for élection or
re-election at the Company's AGM
each year.

All of the Directors have service
agreements or letters of appointment
and the details of their terms are set
out in the Report of the Remuneration
Committee. The service agreements
and letters of appointment are
available for inspection at the
Company's registered office during
normal business hours.
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Corporate Governance report continued

Directors’ conflicts of interest
No Directors took on additional
significant commitments during the
year which impacted on their ability to
carry out their duties. All Directors act
in line with the Group's Conflicts Policy.

No contract with the Company or
any subsidiary undertaking of the
Company in which any Director was
materially interested existed at the
end of the financial year.

Relationship with shareholders
Ensuring a satisfactory dialogue with
shareholders and receiving reports on
the views of shareholders is a matter
reserved for the Board.

The Board is committed to
maintaining good communications
with existing and potential
shareholders based on the mutual
understanding of objectives. The
Group has regular dialogue with
institutional shareholders in order to
develop an understanding of their
views which is communicated back

to, and discussed with, the Board.
Management also conducts meetings
with institutions that focus on private
clients, as a way of extending the
Company shareholder base. The
Chair of the Board is also available to
shareholders and has met several of
the Company's larger shareholders
during the year. The Chair of the
Remuneration Committee consulted
with shareholders during the year on
remuneration matters.

The Board receives regular investor
feedback through our joint brokers,
Numis Securities Limited and Peel
Hunt LLP, both at Board meetings
and through written updates, as well
as via our remuneration consultonts,
who provide updates to the Board on
institutional shareholder views.

Presentations given to analysts and
investors covering the annual and
interim results, along with results
and further information for investors,
are included in the investors

section of the Group's website at
www.tggplc.com. The CEO and CFO
hold presentations at the time of
the half year and full year results,
with such presentations being made
available as audio recordings on the
investor website, and other members
of management such as the COO
attending where appropriate.

Shareholders can also keep up to
date with Group matters in the media.
The Group also maintains a holistic
timetable of press engagement

on commercial and corporate
matters, which is managed by
Tulchan Communications.
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Report of the Nomination Committee
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Objectives
© Toensure the Board has an

appropriate balance of skills,
diversity, experience, knowledge
and independence.

To ensure that the most suitable
candidates for Executive and Non-
Executive positions are identified
ond nominated to fill vacancies as
and when they arise.

To ensure that appropriate
succession plans are in place for
Directors and senior executives
of the Group.

To undertake a Board
evaluation process to identify
developmental processes that
can enhance Board practices
ond Director performance.

Committee areas of focus
in 2022 and to date

©

Oversaw the search for and
appointment of two new Non-
Executive Directors (NEDs') during
the year, and oversaw their full,
formal and tailored induction
programme.

Oversow the search for and
appointment of a NED in 2023,
Simon Jones.

Oversaw the search for a new
Chief Financial Officer (CFO).

Oversaw the appointment of the
Chief Operating Officer (COO")
to the Boord.

Reviewed the composition of
the Board and its Committees
and continued with the ongoing
review process of Board rotation
and succession.

Oversaw progress on diversity and
inclusion initiatives. The Committee
receives regular updates on

the progress of diversity and
inclusion workstreams and the
Board attended a Diversity and
Inclusion workshop.

Ensured there was appropriate
representation for workforce
engagement to the Board, to
ensure the views and concerns of
the wider workforce are brought to
the Board and taken into account.

© Supported the expansion of
Executive Committee with two new
members, and the development of
the Senior Management Team.

© Prepared a plan for the Board's
next evaluation.

© Reviewed and considered
the future model, talent, and
succession planning for key roles
within the wider business.

0 Considered the change of
Chair and the Chair’s role and
responsibilities.

© Commenced the search for a new
CEOQ; and

© Considered relevant corporate
governance matters relating to
composition of the Board on an
ongoing basis.

Roles and responsibilities

‘The role of the Committee is to

develop and maintain a formal,
rigorous and transparent procedure
for making recommendations on
appointments and reappointments to
the Boord. In addition, it is responsible
for reviewing the succession plans for
Executive Directors and Non-Executive
Directors. This involves:

© Keeping under review the
leadership needs of the Group,
both Executive and Non-
Executive, with a view to ensuring
the continued ability of the
Group to compete effectively in
the marketplaoce;

© Regularly reviewing the structure,
size and composition of the Board
to ensure it has an appropriate
balance of skills, diversity,
experience, knowledge and
independence, and reporting and
making recommendations to the
Board with regard to any changes;
and

© Regularly assessing the knowledge,
skills and experience of individual
members of the Board and
reporting the results to the Board.
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Report of the Nomination Committee continued

Succession planning:

Board level

The Committee has put in place

an orderly succession plan for the
Non-Executive Directors, taking into
account governance requirements
and the balance of Directors' skills and
experience. The Committee will keep
this process under regular review.

In August 2022, Rio Ferdinand left

the Board and Elaine O'Donnell and
Richard Stables joined the Board as
Non-Executive Directors. Elaine and
Richard bring complementary skills
and experiences as senior financiers
in their respective careers, broadening
and deepening the Board's skillset.

During the year, the Committee
supported the appointment of
Ann-marie Murphy, Chief Operating
Officer, to the Boord, and the
recruitment and appointment of
Luke Toit as Chief Financial Officer.
Ann-marie was promoted from the
Executive Committee and Luke Tait
joined the Board and Executive
Committee with responsibility for all
aspects of the finance function.

in February 2023, Simon Jones was
appointed to the Board as a Non-
Executive Director and member of all
the Board's Committees. Simon brings
extensive commercial and operational
experience as a current executive of a
leading UK consumer business.

Search for anew CEO

In January 2023, we announced that
Richard would step down as CEO
following more than seven years
leading the Company as CEO and

as CFO. The Board has initioted the
process to find o new CEO. Richard
will step down from the Board in due
course and he will remain available to
support the Group until July 2023.

Succession planning: beyond
the Board

The Committee regulorly reviews the
composition and succession plans in
place for members of the Executive
Committee and their direct reports.
The Committee received a report

on the future model, capability and
succession planning for key roles
within the wider business, focusing on
the Executive Committee and Senior
Management Team and ongoing
resource requirements.

During the year, the Committee
supported the strengthening of

the Executive Committee with two
new members, promoted from
internal positions: Emily Kortlang as
Chief Marketing Officer, and Nick
Shelmerdine as Director of Strategy
and Corporate Development.

In addition, the CEO regularly briefs
the Board about the performance

of individual Executive Committee
members and any changes that

he proposes to make to this team.
Whilst this activity does not take
place formally within the meetings of
the Nominations Committee, it does
form part of its work in overseeing
Executive Committee development
and succession process, and the
pipeline of talent available for
succession to the Board. The Board
members have regular contact with
members of the Executive Committee
and the wider Senior Management
Team, through formal Board
presentations, attendance at annual
strategy days, and in reguiar visits to
the head office and other Group sites,
when Non-Executive Directors meet
members of the Executive Committee
and Senior Management Team on

a less formal basis. Non-Executive
Directors also mentor and provide
guidance to Executive Committee
members as well as members of the
Senior Management Team, subject
to the specific requirements of

the mentee.

-
Gender breakdown
at 31 December 2022

Board

Male 6
Female 3

Executive Committee

Male 5

Female 2

Executive Committee’s
Direct Reports (19 people)

Male 9
Female 10

47.4%




Workforce representation

Rio Ferdinand, our NED for workforce
engagement, left the Boord in August
2022. We have long standing and
effective structures for workforce
engagement developed over several
years. Ann-marie Murphy, COO,
ensures that the views of the wider
workforce are regularly represented
by reporting on People & Operations,
which is a standing agenda item at
each Board meeting, and that these
views are fed into the Board's decision
making process. In addition, the
Sustainability Committee receives
reports and information on workforce
matters including equality, diversity
and inclusion and team development
initiatives. The Committee intends

to review the effectiveness of this
alternative arrangement in 2023 as
part of the Board's annual review of
effectiveness, and will report updates

in 2023's Annual Report and Accounts.

Diversity and inclusion

Our Diversity and Inclusion policy

is that no individual should be
discriminated against on the
grounds of age, disability, gender
reassignment, marriage and

civil partnership, pregnancy and
maternity, race (which includes colour,
nationality and ethnic or national
origins), religion or belief, sex or sexual
orientation. Our policy is reflected

in our approach to recruitment at

all levels, including Board level, and

is stated in our employee handbook
which forms part of our employees’
service contracts.

As at 31 December 2022, the Board
comprised 33.3% (three) female and
66.7% (six) male Board members. The
gender balance within our Executive
Committee, as at 31 December

2022, was 28.6% (two) female and
71.4% (five) mole members, including
the three Executive Directors. The
Executive Committee’s direct reports,
comprising our Senior Management
Team and certain heads of
departments, have 52.6% (ten) female
and 474% (nine) male members.
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We believe we are making progress
towards a more diverse leadership
in all areas, including gender and
cultural diversity, and are working
towards a more representative,

diverse Board to reflect our workforce.

We continue our commitment to
Diversity and Inclusion through
reviewing progress against our
Equality, Diversity and Inclusion
pledges and projects focused on our
purpose of breaking down barriers.
Details of relevant initiatives can be
found on pages 44-45.

We will be publishing our annual
Gender Pay Gap report on our
website. As described in the
Sustainability report on page 45, in
January 2022, we introduced o new
director level to the business. This
resulted in aninitial increase in males
at a senior level, which created arise
in our mean gender pay gap to 3.3%
(versus 1.6% in 2021). Our median pay
gap remains consistent with 2021
reporting as most of our employees
undertake the same role ond are
therefore on the same pay rate,
regardless of whether they are male
or female. Our full published gender
pay gap report, together with our
ethnicity pay gap report, will provide
further detoils on our figures and
the actions we are taking to address
these gaps.

Governance processes

The Committee meets at least twice
a year and at such other times as
the Chair of the Committee or any
member of the Committee may
request. In 2022, the Committee met
three times and attendance at the
meetings is shown in the table on
page 78.

The Committee has formal terms of
reference which can be viewed on the
Group's website www.tggplc.com.
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In 2022, Elaine and Richard worked
through their full, formal and tailored
induction programme, which included
site visits and gym tours, in-person
and virtual Board meetings, o Board
offsite, and meetings with senior
management and Group advisers.
Luke Tait is working through his
induction while carrying out his
executive duties and Simon Jones
has begun his, which follows a similar
format to Elaine and Richard's. In
their first year as Directors, oll of our
new colleagues have demonstrated
great engagement and willingness to
learn ond share the benefit of their
extensive combined experience.
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Board effectiveness review
We held an external Board
effectiveness review in early 2022,
in which a series of actions were
identified and reported onin

our previous Committee report
(ovailoble on www.tggplc.com).
These actions were successfully
implemented in 2022, including
holding a diversity workshop.

With the agreement of the Committee,
lintend to hold an internal Board
effectiveness review during 2023,
later than the usual timing of Q1. The
Committee has taken the decision,
mindful of the requirement and
benefits of an annuoal evaluation,

to delay the evaluation from its
usual timing in Q1 to later in the

year. The Committee agreed that

as we have had several changes to
the composition of our Board and
the Committee is seeking a new
CEOQ, a short delay from the usual
cycle of evaluation will enable our
newer Board colleagues to complete
their inductions, deepen their
understanding and engage fully with
the process once it is launched.

Ilook forward to meeting shareholders
‘at the AGM on 11 May 2023.

John Treharne
Chair of the Nomination Committee
15 March 2023
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Dear Shareholder

As Chair of the Audit and Risk
Committee (the ‘Committee’), | am
pleased to present this report for

the year ended 31 December 2022.
This report is intended to provide
shareholders with an insight into

how key topics were considered
during the year, the work of the
Committee and how it has discharged
its responsibilities.

The Committee fulfils a vital role in
the Group's governance framework,
providing valuable independent
challenge and oversight across

the Group's financial reporting,

risk management and internal
control procedures.

As our business continued to

recover from the impacts of the
Covid-19 pandemic, 2022 saw

further disruption from economic
and geopolitical instability. As with
many UK consumer businesses,

the Group faced a significantly
increased cost base from utilities,
supply chain and our workforce

at a time when our customers are
facing financial hardship due to

the cost-of-living crisis. Despite this
challenging economic backdrop,

the Group has shown good financial
recovery, successfully executed its
ambitious gym opening programme
and continued to improve its internal
controls and risk management
processes throughout the year. |

am also pleased to report thot the
full year audit process has been
conducted according to plan and

on time, and | would like to thank the
Finance team and EY for the planning
and commitment that contributed to
this, particularly in a year with several
new individuals involved in the process.

We were delighted to welcome our
new Chief Financial Officer, Luke
Tait, to the business in October
2022. As Chief Financial Officer, Luke
has responsibility for all aspects
of financial reporting and control
as well as data protection and risk
management. Since joining the
business, Luke has attended all
Committee meetings and updated
the Committee on key matters

as appropriate. | look forward to
continuing to work with Luke on
ensuring we maintain and further
enhance our robust financial controls
and quality reporting environment.
The Committee is grateful for the
support of the Finance Director,
Michelle Valentine, in the period
between Mark George leaving and
Luke joining the business, and | would
also like to thank Michelle and the
Finance team for their diligence and
support for both Luke and | through
our induction into the business.

In this financial year, we have also
welcomed a new external lead Audit
Partner from EY, lan Venner, who
offers a fresh perspective and further
enhances the independence of our
external auditors. | look forward to
building on our constructive early
interactions with lan and the rest of
his team going forwards.

| am pleased to continue the
Committee’s work to ensure the
soundness and effectiveness of the
Group's financial reporting systems
and internal controls, supporting the
Group in its next phase of strategic
ambition and growth.

Composition and Governance
of the Committee

| joined the Board and was appointed
Chair of the Committee in August
2022. 1 would like to thank David Kelly
for his contribution as Chair of the
Committee up until August 2022,
including the recommendation of the
2022 half year results ond investor
presentation. | am grateful for David’s
ongoing Committee membership

and the role that he has played in
supporting me and in ensuring o
smooth handover and transition.

The Committee currently comprises
five independent Non-Executive
Directors, listed opposite with their
appointment dates, who bring a wide
range of financial and commercial
expertise relevant to our market

and necessary to fulfil our duties.
Summary biographies of each
Committee member are included on
pages 72-73.
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Appointment to the Committee

Elaine O'Donnell (Chair) 30 August 2022
Wais Shaifta 1 May 2021

David Kelly 5 July 2016

Emma Woods 14 November 2016
Simon Jones 6 February 2023

The Board is satisfied thot as Chair,

| have extensive recent and relevant
financial experience ond that the
Committee as a whole has a wide
range of experience and competence
relevant to the sector in which the
Group operates through current and
previous roles.

Whilst the management team and
Chair of the Board are not members
of the Committee, a positive

working relationship is critical to

the Committee's proper function.
Only members of the Committee are
entitled to attend meetings, however
standing invitations are extended

to the Chief Financial Officer, Chief
Executive Officer, Chief Operating
Officer, Chair of the Board, the
external auditors and other Non-
Executive Directors. In addition, the
Committee also invites other senior
finance and business managers to
attend certain meetings,

The Company Secretary is secretary
to the Committee.

In 2022, the Committee met four times.
Attendance at the meetings is shown
in the table on page 78. In March

2023, the Committee held a private
session with the external auditor
without members of management
being present.

The Committee has formal terms of
reference which can be viewed on the
Company's website: www.tggplc.com.
During the year the Committee
reviewed these terms of reference and
made updaotes in line with best
practice recommendations from the
Corporate Governance Institute (CGI’).

Role and responsibilities of the
Committee

The Committee's role is to assist

the Board with the discharge of

its responsibilities in relation to
financial reporting, risk management
and control.

This includes:

® Reviewing the Group's annual and
half year financial statements and
accounting policies.

® Monitoring the integrity of the
Group's financial stotements and
related announcements, including
reviewing and challenging any
significant financial reporting
judgements contained therein.

® Asrequested by the Board,
assessing whether the Annual
Report and Accounts, taken as
awhole, is fair, balanced and
understandable and provides
the information necessary for
shareholders to assess the Group's
position and performance,
business model and strategy.

® Reviewing the Group's risk
management framework, including
principles, policies, methodologies,
systems, processes, procedures
and people; and advising on the
Group's risk appetite.

& Monitoring compliance with
internal control systems; reviewing
the overall effectiveness of the
Group’s system of internal control
and risk management and making
recommendations to the Board for
improvements or developments.

® Regularly reviewing the need for
aninternal audit function to help
in evaluating the robustness of

current internal control systems.

® Agreeing the external auditor’s
engagement terms, scope and
fees; monitoring and reviewing the
effectiveness and independence
of the external auditors; and
ensuring appropriate policies are
in place to protect independence.

® Advising on the appointment
of the external auditor and the
extent and fees for any non-audit
services provided.

® Reviewing the effectiveness
of the Group's whistleblowing,
anti-bribery and froud
prevention processes.

Summary of principal activities
and focus in 2022

The principal activities since the last
report were as follows:

® Transition of the leadership of
the Committee to a new Chair in
August 2022.

® Review and recommendation for
approval to the Board the 2022 full
and half year results including the
investor presentation.

® Consideration of significont
accounting matters and
judgements in relation to the
financial stotements. This included
consideration of management's
approach and the related
comments of the external auditor.

® Consideration and recommendation
of the Group's going concern and
viability stotements.

® Evaluation of the reporting
requirements of the TCFD
framework and agreeing the
scope and review of the new
reporting for climate based
financial disclosures.

® Consideration of the Code
requirements concerning
fair balanced and
understandable reporting.

® Consideration of the Group's
risk management annual review,
including risk appetite statement,
and approval of the Principal risks
and uncertainties report.
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® Assessment of the principal
risks and the effectiveness of
risk management and internal
control systems.

® Review of compliance with, and
continuing suitability of, the
Committee’s terms of reference,
approving minor updates.

® Oversight of the operation of the
Group's Whistleblowing and Anti-
Bribery policies, including rollout
of training to all staff.

® \Verification of the independence
of the external auditor and
approving the scope of the audit
plan and the audit fees.

® Monitoring the transition to a new
Audit Partner and reviewing the
performance, effectiveness and
independence of the external
auditor.

@ Discussions with the external
auditors without management
present.

Significant issues and
judgements relating to the
financial statements

The Committee has the responsibility
to monitor the integrity of the annual
and interim reports, including a review
of the significant financial reporting
motters and judgements contained
inthem.

Atits meeting in July 2022, the
Committee reviewed a comprehensive
paper prepared by the Finance
Director, which analysed the

Group's results for the half year

and highlighted any significant
issues and judgements arising in the
preparation of the Group's half year
finonciol statements. In early 2023,
an updated paper was prepared

and reviewed, which supported the
preparation of the Group's Annual
Report and Accounts 2022. It also
provided information to support the
Directors' viability and going concern
statements. The Committee also
considered a paper prepared by the
external auditor, which included their
findings in respect of the oudit of the
full yeor financial statements and
significant reporting and accounting
matters therein.

The most significant issues and
judgements considered by the
Committee were as follows:

Annual impairment testing
Consistent with prior years, as

part of the year end procedures,
management has carried out

an assessment to determine

whether there are any indicators of
impairment in relation to goodwill,
tangible assets, right-of-use assets
and other intangible assets. The cash
flow forecasts used in the assessment
were based on the Group's three year
financial plon, together with assumed
growth rates thereafter. A number

of significant judgements have been
made by management in relation

to the impairment review process,
the most judgemental of which are
considered to be the determination
of cash generating units (CGUs’) and
the determination of the discount
rates to apply to the future cash fiows
generated by each CGU.

Under IAS 36, goodwill is allocated to
CGUs on the basis of which CGUs are
expected to benefit from the business
combination in which the goodwill
arose. Management has determined
that the Group's goodwill cannot be
allocated to CGUs on a non-arbitrary
basis as adding to our network of
gyms is beneficial to all gyms in the
Group (both the newly acquired

ones and the existing network) via
economies of scale, geographic
coverage and brand penetration.
Management has also determined
that the Group has just one operoting
segment and no monitoring on a lower
level of goodwill occurs. As a result,
goodwil impairment has been tested
at the operating segment level, being
the entire business.

With regards impairment testing for
tangible assets, right-of-use assets
and other intangible assets, in many
cases, individual gyms have been
identified as a CGU. However, there
are some instances in which a cluster
of gyms has been considered by
management to constitute a CGU.

This is the case where gyms ina
geographic location have a higher
proportion of LIVE IT members who
frequently visit other gyms in the
same geographic location and there
is significant trading interdependency
such thot the cash inflows from each
individual gym are not generated
largely independent of each other.
In these instances, management has
grouped together and considered
anumber of gyms as a cluster for
impairment testing purposes.

The discount rate to apply to the

CGU cash flows wos calculated

by management using internal

and external data points, and
assumptions. As part of their audit of
the impairment testing, the auditor
challenged management’s calculation
of the discount rate and, following
discussion, a revised discount rate
was calculated and used.

The impairment testing methodology
and key assumptions, including
CGU determination and discount
rates, were reviewed and considered
by the Audit and Risk Committee
and the Committee is sotisfied

that the impairment loss of £8.3m
that has been recognised in the
Group's financial stotements for
2022 is appropriate. Please refer to
notes 3,14, 15 and 16 to the financial
statements for further information.



Going concern and viability

The Committee reviewed and
considered the paper prepared by
management to support the going
concern assumption and longer term
viability statement in the financial
statements. Consideration was given
to the assumptions made in both the
base case and reasonable downside
case, as well as additional risk-based
scenarios and reverse stress tests.
The assessment included a review of
the principal risks facing the Group,
their financiol impact and how they
are managed. This included the
adequacy and timing of renewal of
the Group's bank facilities, as well

as access to alternative forms of
financing, which were also considered.
Following a detailed review and
discussion, the Committee concluded
that the Group should be considered
a going concern and that its longer
term viability is secure.

As well as the key judgements noted
above, the Committee also reviewed
and considered other accounting
matters including the presentation
of the non-underlying items
identified by monagement ond the
accounting for the acquisition of the
three sites from Fitness First. The
Committee is satisfied that the non-
underlying items and acquisition are
appropriately classified and disclosed
in the financial statements. Please
refer to notes 9 and 13 to the financial
statements for further information.

There were no material matters
requiring the Committee to make
amendments to the reports.
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Fair, balanced and
understandable

The Board recognises its duty to
ensure that the Annual Report and
Accounts 2022, taken as a whole, is
fair, balanced, and understandable
and provides the information
necessary for shareholders to assess
the performance, strategy and
business model of the Group.

The Board has placed reliance on the
following to form this opinion:

® The process by which the
Annual Report and Accounts
2022 was prepared, including
detailed project planning and a
comprehensive review process.

® The review of the Annual Report
and Accounts 2022 by the
Committee, placing relionce
on the experience of the
Committee members.

® Reports prepared by senior
management regarding critical
accounting judgements and
significant accounting policies.

® Discussions with, and reports
prepared by, the external auditor.

® Regulor financial information
received throughout the year,
including monthly KPis reports.

As detailed in the Directors’
responsibility statement on page
111, each of the Directors has
confirmed that, to the best of each
person’s knowledge and belief, the
Annual Report and Accounts 2022,
taken as a whole, is fair, balanced
and understandable, and provides
the information necessary for
shareholders to assess the Group's
position, performance, business
model and strategy.

‘External auditor effectiveness

The appointment of Ernst & Young
LLP in 2015 was made having
considered their capabilities and
experience. As part of the annual
reporting process, the Committee
reviewed the effectiveness of the
auditor through:

® Reviewing the 2022 audit plan.

® Discussing the results of the audit,
including their views on material
accounting issues and key
judgements and estimates.

® Meeting the auditor without
management present and
understanding the extent to
which the auditor challenged
management.

® Considering the robustness of the
audit process.

® Meeting without auditors present
to consider the performance of
the auditor.

® Confirming their independence
and objectivity through a review of
formal reports presented to the
Committee and considering any
other conflicts of interest exist
which might impact independence.

® Confirmation thot no non-audit
work was undertaken.

The Committee is satisfied with the
performance and independence

of Ernst & Young LLP and therefore
recommends their reappointment at
the May 2023 AGM.

External auditor fees

During 2022, management agreed
anincreose in the audit fees for the
Group and subsidiary companies
to £300,000 for the year ended
31December 2022 (2021: £200,000).
The increase portly reflected the
additional audit work required
around the implementation of the
new lease management system
and the acquisition of the three
sites operating under the Fitness
First brond.
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Non-audit services

In 2022, EY did not provide any non-
audit services to the Company or
its subsidiaries.

In fine with UK Independence Rules,
the Committee is responsible for
approving all non-audit services
provided by the auditor. The
Committee has a formai policy on the
supply of non-audit services by the
Company's auditor, which is aligned
with the requirements of the UK
Financial Reporting Council's Ethical
Standards (2016 and 2019). This policy
is available on the Group's website. All
non-audit services carried out by the
Company’s auditor are pre-approved
by the Committee.

External auditor rotation

The external auditor, Ernst & Young
LLP, was appointed on 28 July 2015.

It is intended that the external audit
will be put to tender at least every

ten years. As a result, the Company
expects to conduct a tender process
no later than 2025. In addition,

as required by the UK Financial
Reporting Council’s Ethical Standards
(2016 and 2019), Ernst & Young LLP's
policy is to rotate key audit partners
every five years. In line with this policy,
arotation was required ahead of our
year ending 31 December 2022 and,
therefore, during the year, lan Venner
took over as Audit Partner from
Michael Kidd.

| can confirm that the Company has
complied with ‘The Statutory Audit
Services for Large Companies Market
Investigation (Mandatory Use of
Competitive Tender Processes and
Audit Committee Responsibilities)
Order 2014’ during the financial year.

Engagement with regulators
During FY 2022, the FRC's Audit
Quality Review (AQR’) team conducted
a review of the audit of the Annual
Report and Accounts 2021, as part of
their routine processes. The findings
and recommendations of this review
were reported and considered by the
Committee and were discussed with
the auditors as part of the 2022 audit
planning work and final audit meeting.

Risk management

Our risk management process and
the risks which are considered to
be the principal risks of the Group
are detailed in the Principal risks
and uncertainties section on
pages 54-63.

During the year, the Committee
reviewed the Group's risk
management process and
methodology and considered the
principal and emerging risks identified
by management, together with the
adequacy of any mitigating actions
put in place to reduce each risk. In
addition, the Committee reviewed and
approved the risk appetite statement
included in the Annual Report and
Accounts 2022, which is linked to our
corporate purpose and strategic
ambitions and embedded into the
Group's risk management process.

The Committee discussed the
inclusion of the two new risks that
have been identified by management:
‘Structural change in the industry’
and ‘Relationships with suppliers’

and agreed on balonce with their
inclusion in the Group's principal

risks in light of the current economic
climate and continuation of hybrid
working patterns.

The Committee also discussed the
increasing propensity for cyber
attacks in light of recent geopolitical
events and the increased risk in
relation to our people given the
current economic conditions. The
Committee was satisfied with the
mitigations in place to manage
cyber risk, which include: the

Chief Information Officer ('CIO")
briefing the Board on information
security matters at least annually;
all employees being required to
complete online training courses for
data protection and cyber security
at least once a year; and an ongoing
programme of assessments and
accreditations testing the information
security environment. There have
been no material information security
breaches in the last three years. The
Committee was also satisfied thot
the Group continues to have in place
a variety of tools to attract, retain,
motivate and support its employees.

In 2023, we expect to evolve and
develop further our risk manaogement
framework and appetite statements
and expect to report progress in next
year's Annual Report and Accounts.



Internal control
The Group's system of internal control
is underpinned by the following:

® Regular review meetings of
various groups, including business
functions, senior management,
sub-committees and the Board to
discuss key issues.

® Adetailed business planning
process, combining top down
and bottom up approaches, with
outputs reviewed by the Board.

® Arobust system of financial
controls, including preventative
controls and detective
controls including a thorough
Teview process.

® Circulation of monthly reports
to the Board containing detailed
information regarding financiol
performance, rolling forecasts,
actual and forecast covenant
compliance, and financial and
non-financial KPIs. During the
year, the Committee discussed
developments in the Group's
internal control environment with
management and the auditors,
including the implementation
of alease and property project
management system which
has improved control in these
key areas.
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Internal audit

The Committee reviewed the
requirement for an internal cudit
function during the year, as it does
annually, and has concluded that,
given the relatively straightforward
nature of the Group's operations
and the low levels of portable assets
such as cash in hand and inventory,
an internal audit function is not
necessary at this time. This will be kept
under review as the Group continues
to grow.

Whistleblowing

The Group encourages staff to
report any concerns which they
believe need to be brought to
management's attention concerning
any financial or other impropriety.
All employees receive a copy of the
employee handbook, which includes
whistleblowing arrangements and
sets out the procedures to follow
should a member of staff wish to raise
concerns in confidence in respect of
suspicions of wrongdoing or unethical
conduct, including anonymously

if preferred. The policy confirms

that bullying, harassment or other
detrimental treatment afforded to
colleague who has made a qualifying
disclosure is unacceptable. The
Committee approved an updated
policy in November 2021, pursuant to
which a new whistleblowing reporting
function accessible to all staff was
launched in 2022 to supplement the
whistleblowing notification email
address which is available on the
corporate website. The Committee
receives regular reports relating to
any whistleblowing-related matters
raised under the relevant channels,
and can consider responses where
appropriate. No instances of
whistleblowing were reported in 2022.

Elaine O’Donnell
Chair of the Audit and
Risk Committee

15 March 2023
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Dear Shareholder

| am pleased to present the Report
of the Sustainability Committee (the
‘Committee’), and to report on the
developments since last year.

The challenges created by the cost-
of-living crisis in the UK, the impact
on public and economic health

of the Covid-19 pandemic, racial
unrest, geopolitical instability, and
climate-related disasters around

the globe have accelerated focus on
Environmental, Social and Governance
(ESG") matters, with significant risks
and opportunities for our business
and our members. During the year,
Penny Hughes left the Board and
Committee and | thank her for her
engagement with and support for the
Committee. In February 2023, Simon
Jones joined the Committee.

Key responsibilities

O Assisting the Board in its oversight
of corporate responsibility,
climate, sustainability and
reputational matters taking into
account the Group's purpose,
strategy and culture.

0 Reviewing and monitoring
progress relating to objectives,
targets and metrics in
sustainability and ESG matters
including social value, health and
safety, equality, diversity and
inclusion objectives.

© Assessing the Group's current
sustainability footprint, reviewing
sustainability targets and
commitments and materiality.

© Reviewing and recommending for
approval the external statements
and disclosures made by the
Group in relation to sustainability
and ESG matters.

© Developing, upholding and
promoting the Group's
sustainability strategy, and
making recommendations to
the Board on sustainability and
ESG matters.

© Reviewing progress against aims
to continue to reduce carbon
emissions and the Group's
environmental impact.

0 Understanding the sustainability
and climate risks and
opportunities for the Group.

Strategy

Sustainability has always been

at the core of The Gym Group's
business. One of the Committee’s
responsibilities is to assist the Board
in articulating and developing The
Gym Group's sustainability strategy,
which you can find explained in
more detail on our website,
www.tggplc.com/sustainability.

In the Sustainability report on
pages 38-53, we explain our
progress and performance

against our sustainability strategy
in the areas identified in our
materiality assessment.

Risks and opportunities

The Committee supports the Board
in developing its understanding of
the climate and sustainability risks
and opportunities for the Group. You
can read more about our assessment
of these risks in the Principal risks
and Uncertainties section on pages
54-63. Our approach to sustainability
recognises both the immediate and
long term impacts of climate change
on our business and the people we
serve. Within the Sustainability report
on pages 50-53, we have responded
to evolving climate risks through our
support for the Taskforce on Climate-
Related Financial Disclosures (‘TCFD).

Sustainability governance

The Committee supports the

Group in continually improving its
sustainability performance and
reporting. ESG related motters are
regularly discussed and reviewed ot
the Board and its Committees, with
the Group always striving to meet

and exceed the expectations of our
stakeholders, as well as ensuring we
are managing our risks and taking
advantage of the opportunities. The
Committee holds a dedicated meeting
at least three times a year, escalating
relevant matters to the Board directly
after each of these meetings, and in
between meetings of the Committee,
the Board receives reports on key ESG
related matters, such as health and
safety, directly.
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Activities in the year

® Completing an in-depth review
of sustainability workstreams
and the Group's sustainability
assessment.

® Implementing a governance
framework as set out in the
above table.

® Monitoring gender and cultural
diversity across the Group at

different levels of the workforce,

understanding how reflective
these populations are of our
member population.

® Considering reports from the
sustainability workstreams: Health
and Safety, Governance, Equality,
Diversity and Inclusion (EDI’),
Environment and climate action
and social Impact.

® Supporting management's
engagement strategy on
sustainability, including reviewing
the Committee’s external
reporting as required.

@ Monitoring sustainability KPIs
to measure delivery against the
Group's strategy and targets.

Looking forward to 2023

The Committee will continue to
support the sustainability governance
streams to uphold the Group's
sustainability strategy and ensure
that sustainability remains at the
heart of the Board's agenda.

Wais Shaifta

Chair of the Sustainability Committee

15 March 2023
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Dear Shareholder

| am pleased to present the Report
of the Remuneration Committee (the
‘Committee’) for The Gym Group.

Much has changed both within The
Gym Group and across the wider
business environment since | wrote
my first Remuneration Committee
Chair statement for our shareholders
around a year ago.

After a number of years of very stable
leadership at Board and Executive
Committee level within The Gym
Group, 2022/23 has seen a degree

of leadership change in the business
and this has impacted the structure
and work of the Remuneration
Committee. First let me cover Board
changes: Penny Hughes, who chaired
the business so effectively from

IPO and contributed her extensive
experience in remuneration, retired
last summer and was replaced by
Founder Director, John Treharne. John
was not considered independent on
appointment as Chair, which means
that whilst he can support me and
attend meetings, he is not a formal
member of the Committee as the
Committee is composed entirely

of independent Non-Executive
Directors in accordance with the
Corporate Governance Code. Also,
Rio Ferdinand, who had contributed to
the Remuneration Committee through
the last 18 months with highly relevant
insights on team engagement and
team pay structures, stepped off

the Board due to other increasing
commitments. | am therefore
especially grateful that Elaine
O'Donnell, a highly experienced Non
Executive who has sat on a number of
remuneration committees, joined the
Committee in August 2022, and the
Committee was further strengthened
with the appointment of Simon Jones
in February 2023.

As well as these Board changes, at
Executive Director level we have hired
a new CFO (Luke Tait) who was able to
join us in October 2022 (as disclosed
last year, our prior CFO Mark George

had resigned to join Wickes Group plc).

Our shareholders will also be aware
that our Board agreed with Richard
Darwin in January 2023 that ofter
seven years in the business (first as
CFO and then as CEQ) it is the right
time for him to pass the baton on to

a new CEQ, and we are in the process
of recruiting a new talented leader for
our business, using the experienced
headhunting firm of Odgers. Below
Board, we have strengthened

our Executive Committee with

the appointment of a new Chief
Marketing Officer and Director of
Strategy and Corporate Development.
Plus, ofter eleven years with the
business, our Chief Information
Officer has also decided it is time for
a new challenge, and a search is under
way for new technology leadership.

Within this high level of senior
leadership change throughout

the year, we were very pleased

that our Chief Operating Officer,
Ann-marie Murphy, agreed to accept
a promotion in April 2022, with
Ann-marie joining the Board from
thot time.

This process of leadership change
has meant that we have done a lot
of thinking about our continuing
remuneration structures relative to
the market and their effectiveness
for The Gym Group. We have
particularly noted during this year
thot with widespread depression

of share prices in the market (often
driven by macro events) there are
continuing challenges for growth-
based equity plans, where actual
vesting outcomes can often reflect
the challenge of predicting the
pace of recovery. We also note that
a growing number of leisure peers
have chosen to seek simpler and
straightforward (and potentiolly
fairer) olignment with shareholder
experiences by moving to Restricted
Share Plans with appropriote
underpins, particularly where three-
yeor share plan performance cycles
may be misaligned to a longer-term
development trajectory.

Throughout the year, | was
encouraged that a number of our
leading shareholders got in touch
directly with me, both in my role as
Remuneration Committee Chair,
and also as Senior Independent



Director, to recognise this challenge
around current remuneration
incentives and provide helpful
suggestions on directions which

we may wish to explore in the

future to ensure management were
sufficiently incentivised to drive share
price recovery.

Whilst | want to reassure shareholders
that we are not proposing

any changes to our Directors’
Remuneration Policy at this year's
AGM, | also want to flag that it is

likely that, given the importance

of having the right remuneration
structures in place for our new CEO

to support their vision for the next
phase of growth, | currently anticipate
re-engaging on the designof our
remuneration policy before the end of
the normal three-year policy-period.

Performance and remuneration
in 2022

Team engagement is something the
business worked very hard to protect
during Covid-19, and in 2022 the
management team were very vigilant
around the potential challenges to
this valuable asset to our business
from the negative impacts on our
staff from inflationary pressures and
the cost of living.

® Asabusiness we took decisive
action and, reflecting the
feedback from our management
teams below the senior leadership
team and the Executive
Committee, we supported a 5%
pay award in September 2022,
bringing forward the 2023 pay

review and implementing this early.

This pay award to our colleagues
was higher than budgeted, as

like most businesses no one had
anticipated the infiotionary spike
when setting 2022's plan. To fund
this action, the senior team of
Executive Committee and Senior
Management Team all opted to
delay any pay award for them
during 2022, choosing to prioritise
lower earners.
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® We continued to provide a
range of support and resources
available to all colleagues,
such as SAYE option scheme,
pension contributions, CORE
perks and financial wellbeing
hub, Royal London financial
wellbeing support, flexible
working, cycle to work schemes,
travel loans, gym membership
discount, eye care and flu jab
vouchers, and EAP (employee
assistance programme). We also
provided ‘Wellbeing Wednesday'
communications to our team,
focusing on financial wellbeing,
promoting the obove benefits,
and signposting our team to the
resources and support available
to them.

® Additionally, we have partnered
with financial wellbeing partners
via Reward Gateway to run
bespoke cost of living support
webinars for individuals in our
team requiring more specific
assistance.

® We were delighted to be
recognised by Glassdoor in 2022
as number 25 in their list of the
Best Places to Work in the UK.

You will have seen in the Strategic
report that profitability has not

yet returned to pre Covid-19 levels.
Against this background, the financial
metrics (Group Adjusted EBITDA) for
our 2022 annual bonus plan (50%
weighting of the total) were not
achieved. However, as a Remuneration
Committee, we were impressed with
how the Executive Committee and the
Senior Management Team worked

to mitigate some of the cost and
business pressures in this period

to achieve the results that we did.
Critically, these pressures did not
prevent them from overachieving on
two of the non-financial annual bonus
metrics which were attained, both
site openings (20% weighting of total
bonus) where we managed to secure
and open the most sites we have ever
done in a year, and our social value
metric (10% weighting of total bonus)
of percentage of members visiting

4+ times per month.

As we explained in last year’s Report
of the Remuneration Committee,
the inclusion of a social value metric
within our bonus plan was seen as
very important to underpin the work
being done on the inclusivity of our
wider business proposition. When
we consulted with our shareholders
before the 2022 AGM, they expressed
strong feedback in favour of the
use of Social Value as a metric for
incentive pay at The Gym Group.

The non-financial objectives achieved
within 2022's annual bonus are all
matters which are important to The
Gym Group's long term development.
These non-financial objectives were
cascaded through the business.
Accordingly, paying some element of
annual bonus for attainment of these
is, in the Remuneration Committee’s
view, important to reinforce the
integrity of having such measures
within our annual bonus plan. Critically
we want to ensure we maintain the
commitment of the senior team
(including our CFO and COO as
continuing Executive Directors)
through this period of change, which,
we believe, is strongly in shareholders’
best interests. However, to ensure
affordability and to preserve cash, we
will be delivering 2022 onnual bonuses
solely in the form of deferred shares
(equivalent to 30% of maximum
bonuses) under our Deferred Share
Bonus Plan which will vest after two
years, but given the importance of
retention will be subject to continuous
employment. In the case of Luke Tait,
who joined in October, these awards
will be prorated for the period worked
in 2022.

Application of discretion

for 2022

The Committee did not apply discretion
(positive or negative) during the year
ended 31 December 2022.

Implementation of our
Remuneration Policy in 2023
Our intention is to continue to operate
our Directors’' Remuneration Policy in
2023 ina way that is closely aligned
with how our Policy was applied in
2022, but with certain changes (all

of which are within the scope of our
Directors' Remuneration Policy) which
we feel are appropriate and targeted
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to best address the challenges which
the business is likely to face in 2023 in
a period of leadership transition.

® Firstly, as is normal in cases
where other Executive Directors
assume the responsibilities of the
Group CEO on an interim basis,
our CFO and COO have been
offered additional responsibility
allowances which may be paid
from when Richard Darwin leaves
the business until a new CEO
comes into post, reflecting their
additional responsibilities for
business leadership in this period.
Details of these amounts are set
out in the Implementation report.
Our CFO has, however, waived the
responsibility allowance and will
not receive this.

® Having made no inflationary
award for our senior leaders
since September 2021, we have
implemented the delayed 5%
salary award described above
in January 2023. This effectively
covers 2022 and 2023.

® We are proposing a revised
balance within our annual bonus
metrics for 2023, with 60% on
financial performance (up from
50% in 2022) and 40% on non-
financial performance. Within
the non-financial performonce
element, part will be on personal
performance, but the majority
will be on strategic deliverables.
Within the strategic deliverables,
we will focus on matters which
demonstrate effective leadership
of our business through the
leadership transition period and
which demonstrate continued
business momentum (including
social value contribution) and
team morale.

® Our 2023 PSP metrics are matters
which are important for the
business and for shareholders.
We are introducing a Social Value
metric for PSP (20% weighting)
based on our established
methodology (which is externally
verified by 4Global) and which
reflects the wider contribution mode
by our gyms and which is important
to our members, the business and

ultimately to our shareholders.

We have retained TSR for the
remaining 80% of the award: 40%
of the award will measure relative
TSR performance, and 40% of the
award (reflecting comments from
some of our leading shareholders
last year) will again be on absolute
TSR growth. We believe that having
part of our PSP subject to a direct
growth measure (absolute TSR)
which should be driven by our all-
round performance (both financially
and strategically) remains
appropriate: in @ macroeconomic
environment with continuing
challenges, we see this measure as
protecting shareholders' interests
better than the use of financial
measures for growth which may not
remain relevant over a three-year
PSP period due to external factors
(such as assumptions for input
costs made when setting targets).

Closing remarks: Format of
the report and matters to be
approved at our AGM

Although in the introduction to this
report | mentioned briefly the changes
made at Executive Director level
within The Gym Group in 2022, full
details regording Luke's and Ann-
marie’s remuneration arrangements
as new Executive Directors (which are
fully consistent with our Directors’
Remuneration Policy) are set out in
the Implementation report.

The remuneration-related
arrangements for Richard Darwin's
leaving The Gym Group are set

out in the Implementation report,
and these reflect our Directors’
Remuneration Policy and our
contractual commitments under
Richard's service agreement. As
noted in the Strategic report, our
whole Board remains very grateful to
Richard for his work as an Executive
Director, and particularly the strong
leadership and commitment he
showed during the unprecedented
challenges of operating our business
during the Covid-19 period, where
businesses like ours were subject to
rapidly imposed and long-lasting
mandatory closures in line with UK
Government requirements. | can only

echo this thanks, and as Chair of the
Committee | would also like to thank
Richard for the contributions he has
made to the work of the Committee in
the past seven years since our PO in
November 2015.

We are also grateful for the strong
shareholder support shown for

our forward-looking Directors’
Remuneration Policy ('Policy’) which
was passed at the 2022 AGM with
support of 96.61%. A copy of the
Policy can be found within our

2021 Annual Report and Accounts
which are available on our website
at: www.itggplc.com/investors. For
completeness, | want to flag that the
resolution to approve the previous
(2021) Remuneration statement and
Implementotion report was passed
by a majority (72.87%), but a number
of shareholders were unhappy

with certain aspects of our 2021
remuneration. We understand thaot
their dissatisfaction was uniquely
linked to furlough monies not being
repaid, and we very much expect
these extraordinary events never

to re-occur.

At this year’s 2023 AGM shareholders
will be asked to approve the Report
of the Remuneration Committee
(excluding the remuneration policy).
The Report of the Remuneration
Committee comprises this
introductory statement and the
Implementation report which

follows on pages 96-107. The vote

on the Report of the Remuneration
Committee at our 2023 AGM is our
normal annual advisory vote on such
matters. We are happy to receive
feedback from shareholders at any
time in relation to our remuneration
policies and hope to receive your
support for the resolution referred to
above at our forthcoming AGM.

| will be available at the AGM to answer
any questions you may have.

Emma Woods
Chair of the Remuneration Committee
15 March 2023
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Overview of policy

Remuneration in 2022

Implementation for 2023 J

-

~

‘Base salary . Reviewed annually.

Consideration given to performance
of the Group and the individual,
responsivilities or scope of the role,
as well as pay practices in relevant
comparator companies.

Richard Darwin: £337000
Luke Tait: £300,000 (from appointment)

Ann-marie Murphy: £220000
(from appointment)

Richard Darwin: £337000
Luke Tait: £300000

Ann-marie Murphy:
£231000

Ann-marie will be paid a
responsibility allowance
equivalent to £5000 per
month for the period

from Richard leaving the
business until the new CEO
starts work.

i benefits

i Pension and ! Pension - maximum contribution

. of 10% of salary but aligned with
i majority of the workforce from start
. of 2023,

! Benefits consist of car allowance, life

. insurance, private medical cover, a car
! parking space and additional mobile

| telephone contracts (in the case of
‘the Founder Director).

In line with policy. Executive Directors received
pension contributions as follows:

* Richard Darwin - 10% of solary
¢ Luke Tait - 4% of salary
* Ann-marie Murphy - 4% of salary

With effect from 1 January
2023, Executive Director
pension levels will be aligned
to the majority of the
workforce (currently 4%).

i
)
i

3

Annual bonus ' Maximum of 100% of salary.

" Paid in cash up to 75% of base
- salary and outcomes above this level
i deferred into shares for two yeors.

! Subject to achievement of relevant
i performance conditions.

- Subject to malus and clawback
. provisions.
i

Full attainment of site openings and
members visiting 4+ times per month gives
30% ottainment.

2022 outcomes awarded as shares (no cash):
Ann-marie Murphy's award and Luke Tait's
awaord (pro-rata for the part year) vest ofter
two years subject to continued employment.

No changes in maximum.

In 2023, metrics will be
balanced between 60%

on financial performance
and 40% on non-financiat
performance. Within the
non-financial element, part
will be based on personal
measures and a majority on
strategic measures.

i Long term
; incentives

Performance share award, subject
: to service and performance over a
i three-year period, as well as two year
1 post-vesting holding period.
' Maximum oward of 200% of solary
' (300% in exceptional circumstances).

' Subject to malus and clawback
. provisions.

The PSP awards granted in September 2020
are due to vest in September 2023. 1t is too
early to accurately assess whether the awards
are likely to vest.

Awards granted in 2022:
Richard Darwin: 175% of salary
Luke Tait: 175% of salary

Performance conditions for 2022 awards:
Absolute TSR (50%); Cumulative Adjusted
Group Operating Cash Flow (25%), ROIC inthe
mature estate (25%). The numbers of awards
made in April 2022 were calculated using a
three-month average share price (£2.22) as
against April 2022 prices of c. £190 resulting in
a14% reduction in number of awards; this step
wos made to reflect shareholder experience.

After joining, Luke Tait received a PSP award
of 175% of salary and also a buy-out awardin
respect of awards from a previous employer
that were forfeited on his joining the Group.

Awards for 2023:
Quantum: 175% of salary

Performance conditions:
Absolute TSR (40%);
Relative TSR (40%); Social
value (20%). Relative TSR
is measured against
constituents of the FTSE
SmallCap (ex IT and REITS).

i Share
I ownership
I guidelines

'

| 300% for Richard Darwin.

200% for Luke Tait and Ann-marie
i Murphy and any new Executive
' Directors.

: A two year post-employment

- shareholding guideline of 200% of
salary (or actual shareholding at

, leaving, if lower) applies from leaving.

Luke Tait and Ann-marie Murphy will build a
shareholding to the required levels.

No changes.
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2022 single total figure

Taxable Long term Total
Salary benefits Bonus' incentives Other Pension  remuneration
Richard Darwin ! 337,000 13,680 - ‘ - - 31,225 381,905 |
Luke Tait 62,097 1,656 18,629 - 340,000 2,484 424,866 |
Ann-marie Murphy 158,889 8,529 47,737 - - - 5,538 220,693

1 Bonuses will be delivered in deferred shares, vesting after two years, subject to continued employment.

Introduction

This report contains the material
required to be set out as the Directors’
Remuneration Report for the
purposes of Part 4 of The Large and
Medium-sized Companies and Groups
(Accounts and Reports) (Amendment)
Regulations 2013, which amended

The Large and Medium-sized
Companies and Groups (Accounts
and Reports) Regulations 2008 (‘the
DRR Regulations)).

Directors’' remuneration policy
The current Directors’ remuneration
policy for Executive and Non-
Executive Directors was approved

by shareholders at the 2022 AGM
(the 'Directors’ Remuneration Policy’)
and can be found within our 2021
Annual Report and Accounts which
are available on our website at:
www.iggplc.com/investors.

Implementation report

The following pages set out the
implementation sections of the
Report of the Remuneration
Committee ('the Implementation
report). The auditors have
reported on certain parts of

the Implementation report and
stated whether, in their opinion,
those parts have been properly
prepared in accordance with the
Companies Act 2006. Those parts
of the Implementation report which
have been subject to audit are
clearly indicated.

Implementation of policy for
2023 (unaudited information)
Base salary

The base salary of the Executive
Directors for 2023 will be as follows:

® Chief Executive Officer: £337000
® Chief Financial Officer: £300,000
® Chief Operating Officer: £231,000

In addition, for the period from
Richard leaving the business until a
new CEO starts work, Ann-marie will
be paid a responsibility allowance of
£5,000 per month in respect of the
additional leadership obligations
taken on by the continuing Executive
Directors. Luke was offered the same
allowance but has chosen to waive the
responsibility allowance and will not
receive it.

Pension

With effect from 1 January 2023,
contributions rates for all Executive
Directors will be aligned to that

of all employees, at 4% of salary.
Contributions may be made as cash
supplements in full or in part.

Benefits

Details of the benefits received by
Executive Directors are set out in note
1to the single figure table on page 98.

Annual bonus

The overall bonus plan maximum for
each of the Executive Directors will be
100% of base salary for 2023.

The 2023 bonus will be based 60% on
financial measures (Group Adjusted
EBITDA) and 40% on non-financial
measures. Within non-financial
measures, part will be based on
personal objectives and the majority
will be based on strategic deliverables
which will include objectives linked to

matters which demonstrate effective
leadership of the business until a

new CEO comes into post and other
matters demonstrating continued
business momentum, including social
value (to be measured using the
same 4+ visits per month by members
as applied for 2022 bonus) and

team morale.

Due to issues of commercial
sensitivity, we do not believe it isin
shareholders’ interests to disclose
any further details of these targets
on a prospective basis. However, the
Committee is committed to adhering
to principles of transparency in
terms of retrospective annual bonus
target disclosure and will, therefore,
provide appropriate and relevant
levels of disclosure for the bonus
targets applied to the 2023 bonus
(and performance against these
targets) in next year's Report of the
Remuneration Committee.

Bonuses are payable in cash for
outcomes up to 75% of base salary,
with any outcomes above this level
made as awards of deferred shares
under the Deferred Share Bonus
Plan. Deferred shares are capable
of vesting two years after these
are oworded.

Long termincentives

An award will be made in 2023 under
the PSP to each of the Chief Financial
Officer and Chief Operating Officer
over shares worth 175% of salary.

As for 2022 awards, the number of
shaores will be calculated using the
three month average share price.
The metrics are summarised below.
The comparator group for Relative
TSR is the constituents of the FTSE
SmallCap (ex IT and REITSs).
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Below 7.5% 0%
75% 20% 89
15% or above 100% %3
75% to 15% Pro rata straight-line between 20% and 100% ad -g' ~
3
0
Relative TSR (40% of total award) ®
Relative TSR ranking % of that part of the aword thot vests G '
Below median 0%
Median 20%
Upper quintile 100%

Between median and upper quintile

Pro rata straight-line between 20% and 100%

Social value for 2025 (20% of total award)

Social volue generoted during financial year 2025

% of that part of the oward that vests

Below £700m 0%
£700m 20%
. £900m or above 100%
Between £700m and £900m Pro rata straight-line between 20% and 100%
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Chair of the Board and Founder Director

With effect from 25 July 2022, John Treharne is paid a base salary of £138,000 recognising his role as Chair. He will
continue to receive benefits in accordance with the Policy. John will not receive any pension contributions, nor will he
participate in the annual bonus plan or receive any PSP awards in 2023.

Non-Executive Directors' fees

David Kelly, Emma Woods, Wais Shaifta, Elaine O'Donnell, Richard Stables and Simon Jones will each receive a base fee of
£55,000 per annum. It was decided during 2022, given the significant increase in workload that Committee Chairs and the
SID role had experienced in recent years, that these roles would receive a market comparable additional fee for the roles
fulfilled. Accordingly, from 1 July 2022 Emma Woods received an additional fee of £13,000 per onnum in respect of her
role as Senior Independent Director and Chair of the Remuneration Committee. From 30 August 2022, Elaine O'Donnell
received an additional fee of £8,000 per annum in respect of her role as Chair of the Audit and Risk Committee.

As disclosed in the Group's announcement made on 30 August 2022, Richard Stables is currently a Partner at Fulcrum
Advisory Partners LLP (“Fulcrum Partners"), an independent advisory firm, and a Senior Advisor to Blantyre Capital
(“Blantyre™), o ¢. 11.8% shareholder in the Company. While Richard has not been appointed as a representative of Blantyre
or any other shareholder and Fulcrum Partners has ceased to provide advisory services to Blantyre in relation to the
Company, Fulcrum Partners is party to an incentive arrangement with Blantyre pursuant to which Fulcrum Partners is
entitled to certain cash payments contingent on the share price of the Company achieving various price levels up to
600p per share, with @ maximum cash value at those price levels equivalent to 305,641 shares in the Company.

197



98|

The Gym Group ple | Annual Report and Accounts 2022

Governance report

Report of the Remuneration Committee continued

Single total figure table (audited)
The remuneration for the Executive Directors, Non-Executive Directors and Chair and Founder Director of the Company
who performed qualifying services during the year is detailed below.

For the year ended 31 December 2022:

€ Salary/fees bZ:\?ﬁbtl:‘ Bonus? hl;::gtfs:s’: Pension* Other® rer Toi::! Tatdﬁ,‘eq me":‘::l-e‘
Executive Directors

Richard Darwin | 337,000 13,680 - - 31,225 - 381905 381905 - |
Luke Tait’ ! 62,097 1,656 18,629 - 2,484 340,000 424,866 66,237 358,629 !
Ann-marie I L

Murphy’ | 158,889 8,529 47,737 - 5538 - 220,693 172956 47,737
Mark George® | 148,589  .6,644 - - 1298 . - 168,214 168,214 -
Chair and Founder Director

JohnTreharne | 116,548 9,875 - - - - 126,424 126,424 - |
Non-Executive Directors

PennyHughes® | 78,274 =~ - - - - 1,679 79953 79953 -
David Kelly 55000 .- . - - - . - 7 - 855000 85000 T -
EmmaWoods® | 61500 . - - - - - - 61,500 - 61,500 -
Wais Shaifta 55,000 .. - - - - - . - - 55000 55000 -1
RioFerdinand® [ 36,667 - - . - - - 36,667 36,667 -
Eloine O'Donnel’;, 21,339 - - - - - 21,339 21,339 ° -
Richard Stables? | 18,629 Toe T - - s o 18629 18,629 S e

1 Toxable benefits comprise cor cllowance (£8.000 for Richord Darwin, £4,323 for Mark George. £1.656 for Luke Tait and £5.778 for Ann-marie Murphy). private
medical cover, a car parking space and additional mobile telephone contracts (in the case of John Treharne).

2 Further details of the bonus outturn for 2022 can be found on page 99. The bonus total for Ann-marie Murphy and Luke Tait represents 30% of base salory (pro-

rata for the period from appointment to the Board). Bonuses will be delivered in deferred shares, vesting after two years subject to continued employment to
help support retention during the period of CEO transition.

3 The 2020 PSP awards ore not due to vest until September 2023. 1t is too early to occurately assess whether the awords are likely to vest. Detoils of the final
vesting outcome for the 2020 PSP awards will be included in the 2023 DRR.

4 Pensions are provided via a defined contribution ond/or cash supplement.

5 Luke Tait was granted a buy-out award over 228,050 shares in respect of awards from a previous employer that were forfeited on his joining the Group. The buy-
out award is in the form of a ‘restricted stock award’ and will vest after three years, subject to continued employment. The value in ‘other’ for Penny Hughes is the

annual value of family gym membership for ten years which was provided to Penny as a retirement gift.

6 Total fixed remuneration is the aggregate of the base salary, pensions and benefits elements, and totol variable remuneration is the aggregate of the bonus and

long term incentive elements.
7 Ann-marie Murphy ond Luke Tait joined the Board on 11 April 2022 and 17 October 2022 respectively.
8 Mark George, Penny Hughes and Rio Ferdinand stepped down from the Board on 1July 2022, 25 July 2022, and 30 August 2022 respectively.

9 From1July, Emma Woods received an odditional fee of £13,000 per annum in respect of her role os Senior Independent Director and Chair of the Remunerotion
Committee. From 30 August 2022, Elaine O'Donnell received an additional fee of £8,000 per annum in respect of her role as Chair of the Audit & Risk Committee.

10 Elaine O'Donnell and Richard Stables joined the Board on 30 August 2022.
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For the year ended 31 December 2021:

Taxable Long term Totol Totatfixed  Total variable
£ Salory/fees benefits Bonus  incentives Pensior? Other remunerction  remuneration  remuneration
Executive Directors P
Richard Darwin 306,000 12772 136,782 - 28279 - 483833 347051 136,782 1_3' %
Mark George 241,267 10,738 - - 21201 - 273206 273,206 - ” g
Founder Director e
John Treharne 195,000 8,036 - - - - 203,036 203,036 - G
Non-Executive
Directors 9
Paul Gilbert? 19960 1,524 - - - 1128 22,612 22,612 - % §
Penny Hughes 138,000 - - - - - 138,000 138,000 - g &
David Kelly 55,000 - - - - - 55000 55000 - @
Emma Woods 55,000 - - - - - 55000 55000 -
Wais Shafta 50,417 - - - - - 50,417 50,417 L o-
Rio Ferdinand 50,417 - - - - - 50,417 50,417 -

1 The pension volues for the Executive Directors hove been restated to reflect that pension paid os a cash supplement are reduced for on omount equivalent to
the employer National Insurance contributions.

2 Thevaluein ‘other' for Paul Gilbert is the annual value of fomily gym membership for ten years which was provided to Poul as o retirement gift.
3 The oggregate emoluments (being salary/fees, bonuses, benefits and pension allowances) of all Directors for 2022 wos £1.650,190 (2021: £1,331.521).

Further information on the 2022 annual bonus (audited)

For 2022, the overall bonus plan maximum for the Executive Directors was 100% of base salary. Performance was based
on four metrics with equal weightings 50% based on financial targets (Group Adjusted EBITDA Less Normalised Rent), ond
the remaining 50% based on strategic targets (site openings and membership number), and number of member visits
per month). '

Measure (weighting) Threshold (20%) Maximum (100%) Actual Vesting outcome
EBITDA targets (50%) £42.4m. . £47.4m £38.0m . .0%
'25 + strong '

Site openings (20%) 22 . pipeline 28 100%
Membership numbers (20%)' g 882,000 922,000 831,000 0%
% of members visiting 4+ times per month . .

(10%) 43.0% 45.0% 47.2% 100%
Overall o o - 30%

1 Membership numbers averaged over last three months in 2022.

As explained in the Committee Chair's letter, the Remuneration Committee has decided that the 2022 annual bonus will be
delivered purely as awards of deferred shares under the Deferred Share Bonus Plan. Deferred shares awarded for 2022
bonuses wili be subject to continued employment and will be capable of vesting two years ofter these are awarded.

199



100|

The Gym Group plc | Annual Report and Accounts 2022

Governance report

Report of the Remuneration Committee continued

Performance Share Plan awards

Vesting outcomes for 2019 PSP awards

The TSR element of 2019 PSP awards was not determined in time for inclusion in the Annual Report and Accounts 2021.
The final outcome was subsequently confirmed os resulting in nil vesting for thot port of the award and the overalt vesting
outcome for the 2019 awords was therefore nil, as confirmed in the table below.

Performance measure and Performance % of total aword

weighting Torget range achieved Vesting outcome vesting

Earnings per share Target range between 14.2p (20% vests) and 19.6p (207)p 0% 0%

growth (25%) (100% vests) for financial year 2021.

TSR (50%) Target range between median performance (20% Below 0% 0%
vests) and upper quintile performance (100% vests) median

against the constituents of the FTSE SmallCap
(excluding investment trusts) measured over three-
year period to 27 March 2022.

ROIC (25%) Target range between 29.7% and 31.7%. Vesting 18% 0% 0%
above 60% for this part of the award subject to an
additional underpin of average ROIC of 20% for
legacy Lifestyle and easyGym sites across 2020
and 2021.

Total 0%

Vesting outcomes for 2020 PSP awards
The PSP awards granted in September 2020 are due to vest in September 2023. It is too early to accurately assess whether
these owards are likely to vest. The final vesting outcome will be disclosed in the Annual Report and Accounts 2023.

Details of outstanding PSP awards

Awards held at Awards granted Awards exercised Awards lapsed Interests held at
Executive 1Jan 2022 during the year’ during the year during the year? 31Dec 20223
Richard Darwin® 816,421 265,414 - 236,913 844,922 |
Luke Tait® - 580,186 R S - 580,186 |
Ann-marie Murphye | 404,433 153,464 93,888 58,686 405,323 |
Mark George’ ! 598,708 - - 598,708 -
JohnTreharne | 170,553 - - - 170,553 |

1 The exercise price of awards granted during the yeor is 0.01p.

2 2019 PSP awords (representing 236,913 shares for Richard Darwin and 58,686 shares for Ann-marie Murphy) lopsed as the performance conditions for these
awards were not achieved.

3 The minimum share price in 2022 was 94.0p and the maximum share price wos 265.5p. The closing share price on 31 December 2022 was 109.0p.

4 PSP owards were granted to Richard Darwin ot the three-month average market price of 222.2p to the last trading day prior to grant on 6 April 2022, thus
representing an award over shares worth 175% of basic satory.

5 Awards granted to Luke Tait during 2022 include: (i) an award over 352,136 shares, worth 175% of basic salary, ond subject to the some performonce conditions
as awards made to the other Executive Directors; (i) o buy-out oward over 228,050 shores in respect of awards from a previous employer that were forfeited
on his joining the Group. The awards granted to Luke Toit were each granted at the three-month average market price of 149.09p to the lost trading day prior to
grant on 17 October 2022.

6 Awards were granted to Ann-marie Murphy prior to her promotion to the Board. The awards were colculated using the three-month average market price of
222.2p to the last trading doy prior to grant on 6 April 2022 and thus represent shares worth 155% of basic salary. and reflect her previous role as Chief People
Officer (before she wos promoted to the Boord).

7 Mark George resigned during 2022 and all of his unvested PSP share awards lapsed when he left the business.
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The PSP awards subject to performance conditions will normally vest based on performance against the

following targets:

2022 award (2
({50% absolute TSR, 25% )
2021 oward ROIC in mature estate, <
2020 aword (66.7% relative TSR 25% cumulative adjusted 2
Performance measure (66.7% relative TSR and 33.3% absolute TSR) and 33.3% absolute TSR) cash flow) . =
Q
Relative TSR Target range between median Target range as Not applicable. 4
20% of this part vests at threshold performance against the for 2020 award. J

performance rising on a pro rata
basis until 100% vests.

constituents of the FTSE SmallCap
(excluding Investment Trusts) rising
on a pro rata basis until full vesting
for upper quintile performance.

ROIC in mature estate Not applicable. Not applicable. Target range
20% of this part vests ot threshold between 25% and
performance rising on a pro rata 30%.

basis until 100% vests. Measured

over three financial years

commencing with the year of award

(average across three years).

Absolute TSR Target range between 210p Target range Target range
20% of this part vests at threshold (threshold) and 300p (maximum). between 285p between 300p
performance rising on a pro rata (threshold) and (threshold) and
basis until 100% vests at maximum 335p (maximum). 375p (maximum).
performance.

Cumulative Adjusted Group Not applicable. Not applicable. Target range
Operating Cash Flow between £135m
20% of this part vests at threshold (threshold) and

performance rising on a pro rata
basis until 100% vests. Measured
over three financial years

commencing with the year of award.

£150m (maximum).

Detail:

® The TSR conditions will (other than in exceptional circumstances) use a three-month averaging period at the start
and end of each performance period to calculate the TSR of the Company and, where relevant, the TSR of the
constituents of the comparator group. TSR is measured on the basis of performance over a three year period
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beginning with the grant date (where awards are made later in the year, TSR may be measured from the main award
date for that year). The absolute TSR measure will also credit any dividends paid in the performance period.

ROIC in the mature estate reflects ROIC in those sites which have been developed organically by the Group and have
been open more than two years.

The cash flow performance condition is meosured by reference to cumulative adjusted operating cash flow generated
by the Group during the three year performance period. Please note that the Annual Report and Accounts 2021
incorrectly referred to performance measured over a single finoncial year. For the avoidance of doubt, the condition
is a cumulative measure of adjusted operating cash flow across a three year performance period.

The Committee also has a standard power to apply its judgement to adjust the formulaic outcome of all performance
measures to take account of any circumstances (including the performance of the Company, any individual or
business) should it consider that to be appropriate.
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Participation in the Share Incentive Plan (‘SIP’)

The Executive Directors participate in the SIP on the same terms as all other employees. Details of the Executive Directors’

participation in the SIP are as follows:

Partnership Matching Shares

Total SIP shares shares Free shares forfeited or Total SIP

shares at purchased awarded awarded withdrawn shares at
Executive 1Jan 2022 in 2022 in 2022 in 2022 in 2022' 31Dec 2022
Richard Darwin \ 10,169 955 955 - - 12,079
Ann-marie Murphy : 1,736 365 365 - - 2,466
Luke Tait ; - - - - - -
Mark George ‘ 6,848 1 1 - 6,850 -

1 2,287 matching shares were forfeited when Mark George left employment with the Group. The remaining partnership shores were transferred to Mr George, in

accordance with the rules of the SIP.

Participation in the Sharesave Plan
The Executive Directors participate in the Sharesave Plan on the same terms as all other employees. Details of the
Executive Directors' participation in the Sharesave Plan are as follows:

Total Exercise price Total
Sharesave Awards of awards Awards Awards Awards Sharesave
awards at granted granted vested exercised lapsed awards at
Executive Director 1Jan 2022 (number) (pence) (number) (number) (number) 31 Dec 2022 Earliest exercise date
Richard Darwin 16,666 - 108.0 - - - 16,666 ' 1December 2023
Ann-marie !
Murphy I 1,000 - 108.0 - - - 1,000 1December 2023

Statement of Directors’ shareholding and share interests (audited)
The table below details, for each Director who served during the year, the total number of Directors’ interests in shares at
31December 2022 or the date the departing Director left the Board:

John Richard Luke Ann-marie David Emma Wals Elaine Richard Mark Penny Rio
Director'? Treharne® Darwin* Tait Murphy Kelly Woods® Shafta O'Donnell Stables  George’ Hughes? Ferdinand?
Ordinaryshares 1591908 721760 64210 - 10000 13930 - - 100000 13,642 65201 -
Shares aworded
under SIP 3909 12,079 - 2,466 - - - - - 4563 - -
Maximum shares
receivable under
PSP awards 170,553 844922 580,186 405,323 - - - - - - - -
Maximum shares '
receivable under
Sharesave awards | - 16,666 - 1,000 - - - - - - - -
Tatal sharehnlding .
und shue ' R s e PRI o
interests 1,766,370 1,595,427 644,396 408,789 10,000 13930 - - 100,000 18,205 65,201 -

N =

The shareholdings ond awards set out above include those held by Directors ond their respective connected persons.
Penny Hughes, Mark George and Rio Ferdinand stepped down from the Board during the year (their interests above are shown ot the date they left the Group).

The total number of Ordinary shares in which Penny Hughes or persons connected with her wos interested in included 5,201 Ordinary shares owned by Robbie
Hughes on the date Penny left the Board. All PSP ond Sharesave awards for Mark George lapsed when he left the Company.

S

Charlotte Darwin.

w

Lorcon Woods.

There is a chorge over 1,150,000 Ordinary shares held in John Treharne’s name in an account with Investec Wealth & Investment Limited.
The total number of Ordinary shares in which Richard Dorwin or persons connected with himis or are interested in includes 100,000 Ordinary shores owned by

The total number of Ordinary shares in which Emma Woods or persons connected with her is interested inincludes 8,930 Ordinary shares owned by
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Progress towards share ownership guidelines
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Multiple of salary as at 31 December 2022

Percentages at the end of the bars show the total beneficial shareholding as a % of salary

Under share ownership guidelines
implemented by the Remuneration
Committee, any Executive Director

at Admission is required to build

and then maintain a shareholding
equivalent to 300% of base salary,
and any Executive Director appointed
after Admission has a share
ownership guideline of 200% of base
salary. Additionally, John Treharne
previously committed to (and
continues to comply with) maintaining
a holding of at least 0.5% of issued
share capital whilst in the role of
Founder Director. Richard Darwin's
shareholding has increased slightly
during 2022, but his share ownership
as a proportion of salary has fallen
below the guideline level due to share
price movements. Luke Tait and Ann-
marie Murphy will build a shareholding
to the required levels.

Departure of our CEO

As was announced on 12 January 2023,
Richard Darwin is stepping down as
our CEO and will leave the Board in
due course. The remuneration related
arrangements for Richard leaving
the Group are fully in line with our

Directors' Remuneration Policy whereby:

® Fixed pay reflects contractual
entitlements for the notice period
only.

® Richard is permitted to retain his
unvested PSP share plan awards,
although the vesting of these
remains subject to full application
of the performance conditions
over the original performance
periods, and any vested shares
will be reduced on an appropriate
time pro-rated basis and remain
subject to holding periods.

® Holdings under the SIP and
SAYE schemes will be treated in
accordance with the relevont
planrules.

® Richard is not entitled to a bonus
inrespect of 2022 as these
are being given in shares and
given importance of retention
will be subject to continuous
employment, which Richard will
not qualify for. Richard is entitled
to participate in the 2023 bonus
scheme which will be prorated for
the period for which he works only,
to refiect his role in leading and
setting up the business for the
change of CEO.

"is summarised in the ‘At-a-glance’

|DIdUD UL

Appointment of our new CFO
The remuneration package for our
new CFO, Luke Tait on appointment

Sjuawslmls

summary on page 95. In addition, on
resigning from his former employer,
Nandos, Luke forfeited certain

share plan awards. To secure Luke's
appointment it was necessary to
‘buy out’ these awards on a 'like-
for-like’ basis as permitted by the
Directors’ Remuneration Policy. As
the forfeited awards were in relation
to an unquoted company, the
buy-out was negotiated to provide
equivalent ‘expected value, delivered
in ‘restricted stock’ awards over The
Gym Group shares and which will vest
dependent on continued employment.
In summary, the buy-out awards have
the following terms:

® 228050 shares
® date of award - 17 October 2022
® vesting dote - 17 October 2025

Payments to past Directors
(audited)

Payments were made to Mark George
during the year, consistent with the
disclosed payments set out in the
2021 report and otherwise disclosed in
this report.
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Report of the Remuneration Committee continued

Performance graph and CEO remuneration table (unaudited)

The graph below shows the total shareholder return (TSR') performance of an investment of £100 in The Gym Group plc's
shares from its listing in November 2015 to the end of the period, compared with a £100 investment in the FTSE SmallCap
Index over the same period. The FTSE SmallCap Index was chosen as a comparator because it represents a broad equity
market index of which the Company is a constituent. The TSR was calculated in accordance with the DRR Regulations.

Total Shareholder Return (TSR)

200
175
167
150
25
100
The Gym Group plc
— FTSE Small Cap Index
75
Source: Datastream
50 (o Refinitiv Product)
06 Nov 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec
2015 2015 2016 2017 2018 2019 2020 2021 2022

The table below details certain elements of the CEO's remuneration over the same period as presented in the TSR graph:

Long term incentive
Annual bonus pay-out  vesting rates against

Single figure of total agoinst maximum  moximum opportunity

CEO remuneration % %

2015 John Treharne £287,793 £60,000% n/a
2016 John Treharne £313,628 27.2%* n/a
2017 John Treharne £431,302 74.3%* n/a
2018 John Treharne £272,721 16.0% N7%
2018 Richard Darwin £97,326 16.0% MN7%
2019 Richard Darwin £536,613 351% 72.5%
2020 Richard Darwin £335,624 0% 0%
202712 Richard Darwin £483,833 447% 0%*
2022 Richard Darwin £381905 0%® n/a’

1 The 2018 figures represent the single figure of totol remuneration for John Treharne for the period to 17 September 2018, ond for Richard Darwin from thot date.

2 Thesingle figure of total remuneration has been updated to reflect the amended value for Richard Darwin for 2021 as o result of the restated pension value.
Please see page 99 for further details.

3 The actual bonus paid has been inserted for 2015 as this related to the year of Admission when anuncapped discretionary bonus plan was in operation. No long
term incentive awards vested in 2015, 2016 or 2017.

4 The maximum bonus for 2016 was 47.5% of base salary and so the outcome of 27.2% of moximum bonus was 129% of bose salary. The maximum bonus for 2017
was 75% of base salary and so the outcome of 74.3% of maximum bonus was 55.7% of base salary.

5 The TSR element of 2019 PSP owords wos not determined in time for inclusion in the 2021 Annual Report. The finol outcome was subsequently confirmed as nil
vesting for the 2019 award.

6 Richard Dorwin wos not eligible for o bonus os he has given notice that he will step down from the Board.

7 The PSP owards granted in September 2020 ore due to vest in September 2023. 1t is too early to accurately ossess whether these awards are likely to vest.
The final vesting outcome will be included in the 2023 report.
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Annual percentage change in remuneration of Directors and employees .

During 2020 and 2021, there was significant volatility in remuneration at The Gym Group, as a result of the lmpOCt of
Covid-19 and the actions taken by the Board to ensure that executive remuneration aligned with the broader experience
of our stakeholders. During 2022, the business started to return to a more stable position, albeit subject to significont
inflotionary pressures os a result of the Ukraine war and resulting energy crisis. Those inflationary pressures are reflected
in the increases in general employee remunerotion, resulting in material increoses in salaries, benefits and bonuses. The
percentage movements between 2021 and 2022, shown in the table below, therefore reflect the impact of these pressures
on remuneration of employees and, to a lesser extent, the Directors.

The percentage change in remuneration of the Directors and employees of the business between the 2019, 2020, 2021
and 2022 financial years were as follows:

% change from 2019 to 2020 % change from 2020 to 2021 % change from 2021 to 2022
Salary Solary Salary
or fees Benefits Bonus or fees Benefits Bonus or fees Benefits ‘Bonus
Employees®? 5% (Mm% (100)% 6% 29% 100% : '
Executive Directors: ’
Richard Darwin )% 3% (100)% 8% 8% 100%
Luke Tait? N/A N/A N/A N/A N/A N/A
Ann-marie
Murphy? N/A “N/A N/A N/A N/A N/A
Mark George* (3)% 20% (100)% 13% 100% 0%
Chair and Founder Director:
John Treharne 1% (48)% N/A 36% 42% N/A
Non-Executive Directors: .
Penny Hughes®  (27)% N/A N/A 36% ° N/A N/A |
David Kelly 27)% N/A N/A 36% N/A N/A
Emma Woods Q7% N/A N/A 36% N/A N/A
Wais Shafta® N/A N/A N/A N/A N/A N/A
Rio Ferdinand® N/A N/A N/A N/A N/A N/A
Elaine O'Donnell”  * N/A N/A N/A N/A N/A N/A |
Richard Stables’ N/A N/A N/A N/A N/A N/A |

1 The strict legal requirement is to only provide details of employees of The Gym Group plc. As the listed entity hos very few employees, we have decided to
voluntarily disclose in respect of all The Gym Group employees.

2 The averoge percentage change in employee remuneration was calculated using the movement in meon volues (in respect of each element of remuneration)
between the relevant yeors. The relevant meon values were calculated by dividing the aggregote tota! of each element of remuneration for all Group employees
during the year (calculated on an FTE basis) by the total number of Group employees.

Ann-marie Murphy and Luke Tait joined the Board on 11 April 2022 and 17 October 2022 respectively.

Mark George and Penny Hughes stepped down from the Board on 1July 2022 and 25 July 2022 respectively.
Wais Shaifta joined the Board on 1Februory 2021.

Rio Ferdinand joined the Board on 1February 2021 and stepped down on 30 August 2022,

Elaine O'Donnell and Richard Staobles joined the Boord on30 August 2022.
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Report of the Remuneration Committee continued

CEO to employee pay ratio (unaudited)

The table below shows how the CEO's single figure remuneration (as taken from the single figure remuneration table on
page 98) compares to equivalent single figure remuneration for full-time equivalent UK employees, ranked at the 25th,
50th and 75th percentile.

25th percentile 75th percentile
Year Method pay ratio Median pay ratio pay ratio
2018 Option B 19.2:1 12.8:1 10.4:1
2019 Option B 304:1 26.6:1 13.5:1
2020 Option B 19.0:1 18.8:1 13.2:1
2021 Option B 26.3:1 250:1 238:1
2022 Option B 19.6:1 19.2:1 115.5:1

Notes to the CEO to employee pay ratio:
1 Option B (based on the gender pay gap reporting disclosures) was preferred as this dato wos already prepared on o Group basis.

2 Inline with the gender pay gop reporting reguiations, pay for the 25th percentile, median and 75th percentile employees was calculated with reference to 5
April for each financiat year. As the employees at the 25th, 50th ond 75th percentile all have the same hourly rate (for gender poy gap reporting purposes). the
relevant individuals were identified using the full pay and benefits of employees for the financicl yeor.

The ratios shown are representative of the FTE 25th percentile, medion and 75th percentile pay for employees within the Group at the gender pay gap reference dote.
FTE equivalent pay has been calculated using the gender poy gap reporting methodology.

The Committee believes the median poy ratios for the periods reported above to be consistent with the poy, reward and progression policies for the Group's UK
employees taken as a whole as at the reference date.

(S B

The total pay and benefits and the salary component of total pay and benefits for the 2022 pay and benefits of the
employees at each of the 25th percentile, the median, and the 75th percentile are shown below:

Salary Total pay and benefits

25th percentile Median 75th percentile 25th percentile Median 75th percentile

IEI9,527.60 £20,026.27 £20,849.65 £19,527.60 £20,026.27 £24,671.37 |

The change in each of the pay ratios for 2022 (relative to prior year) reflects the relative reduction in total remuneration
for the Chief Executive Officer (which has reduced by over 20% compared to the prior year). This partly obscures the
underlying changes in employee remuneration which is made up of increased salaries (. 3-5%) and higher bonus for the
representative employee at the 75th percentile.

Relative importance of spend on pay (unaudited)
The table below details the change in total stoff pay between 2021 and 2022 compared with distributions to shareholders
by way of dividend, share buy backs or any other significant distributions or payments:

2022 2021

£'000 £000 % change

Total gross staff pay' ] , 35,403 29,738 19%
Dividends/share buyback(s) - - 0%

1 Theincrease in gross staff poy from 2021 reflects the combined impaoct of higher employee wages ond bonuses, as well 0s the increose in employee numbers
due to new gym openings.

Summary of shareholder voting
The following table shows the results of the advisory vote on the 2021 Directors’ Remuneration Report (at the 2022 AGM)
and the binding vote on the Directors’ Remuneration Policy at the 2022 AGM:

Approval of the Approval of the
2021 Directors' Remuneration Report Directors’ Remuneration Policy
(2022 AGM) ) (2022 AGM)
Total number of votes % of votes cast Total number of votes % of votes cast
For (including discretionary) | 102,619,408 72.9% 137,871,527 96.6% |
Against ] 38,206,463 27.1% 4,841,266 3.4% |
Votes withheld ! 3,174,635 - 1,287,713 -

The advisory vote on the 2021 Report of the Remuneration Committee was passed with approximately 729% support.
Please see the Committee Chair's letter on page 94 for further context.



Remuneration Committee in
2022 (unaudited)

The Committee's principal
responsibilities are to recommend
the Group's policy on executive
remuneration, determine the levels of
remuneration for Executive Directors
and the Chair of the Board and
prepare an annual remuneration
report for approval by the
shareholders at the AGM.

The Chief Executive Officer ond other
Executive Directors as necessary

are invited to attend meetings of

the Committee, except when their
own remuneration is being directly
discussed. Our Chair, John Treharne,
takes no part in any discussions
relating to his own remuneration. The
Committee met four times during the
year and the table on page 78 details
attendance of members at these
meetings.

The Committee has formal terms of
reference which can be viewed on the
Group's website.

The Committee does not currently
consult with employees specifically
on the effectiveness and
appropriateness of the Executive
Remuneration Policy and framework.
However, the Group seeks to promote
and maintain good relationships
with employees as part of its
employee engagement strategy. The
whole Board, especially the Chair

of the Board and the Chair of the
Remuneration Committee, regularly
visit our gyms, which facilitates
engogement and keeps the Board up
to date with gym operations. It is our
intention to continue this diclogue

in 2023 and to explain to the wider
workforce how the pay of Executive
Directors and employees is aligned.
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During the year, the Committee
considered its obligations under the
UK Corporate Governance Code and
concluded that:

® the Directors’ Remuneration Policy
supports the Group’s strategy
(including in the performance
measures chosen); and

® remuneration for our Directors
remains appropriate.

In addition, the Committee has
ensured that the Directors’
Remuneration Policy and practices
are consistent with the six factors set
out in Provision 40 of the Corporate
Governance Code:

Clarity - Our Directors’ Remuneration
Policy is well understood by our senior
Executive team and has been clearly
articulated to our shareholders and
representative bodies (both onan
ongoing basis and during consultation
when changes are being made).

Simplicity - The Committee is mindful
of the need to avoid overly complex
remuneration structures which can be
misunderstood and deliver unintended
outcomes. Therefore, a key objective
of the Committee is to ensure that

our Directors’ Remuneration Policy
and practices are straightforward to
communicate and operate.

Risk - Our Directors’ Remuneration
Policy has been designed to ensure
that inappropriate risk-taking is
discouraged and will not be rewarded
via (i) the balanced use of both annual
incentives and long term incentives
which employ a blend of financial,
non-financial and shareholder return
targets, (ii) the significont role ployed
by shares in our incentive plans
(together with bonus deferral and in
employment shareholding guidelines),
and (i) malus/clowback provisions
within all our incentive plans.

Predictability — Our incentive plans
are subject to individual caps, with our
share plans also subject to market
standard dilution limits. The weighting
towards use of shares within our
incentive plans means that actual pay
outcomes are highly aligned to the
experience of our shareholders.

Proportionality - There is a clear
link between individual awards,
delivery of strategy and our long
term performance. In addition,

the significant role played by
incentive/'at-risk’ pay, together

with the structure of the Executive
Directors’ service contracts, ensures
that poor performance is not
rewarded.

Alignment to culture - Our Executive
pay policies are fully aligned to The
Gym Group's culture through the

use of metrics in both the annual
bonus and PSP that measure how we
perform against key aspects of our
strategy, which has the objective of
delivering sustainable growth.

FIT Remuneration Consultants LLP
(FIT"), signatories to the Remuneration
Consultants Group's Code of
Conduct, were appointed by the
Committee and provide advice to the
Committee on all matters relating to
remuneration, including best practice.
FIT provided no other services to

the Group and, accordingly, the
Committee was satisfied that the
advice provided by FIT was objective
and independent. FIT's fees in respect
of 2022 were £63,356 plus VAT.FIT’s
fees were charged on the basis of the
firm's standard terms of business for
advice provided.

On behalf of the Board
Emma Woods

Chair of the Remuneration Committee
15 March 2023
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Directors’ report

The Directors present their report
together with the audited financial
statements for the period ended
31December 2022.

Where reference is made to other
sections of the Annual Report and
Accounts 2022, these sections
are incorporated into this report
by reference.

A summary statement of non-financial
information and where this can be
found in the report is on page 65.

Corporate structure

The Gym Group plc is a public
company limited by shares,
incorporated in England and Wales,
and its shares are traded on the Main

Market of the London Stock Exchange.

The Company number is 08528493.

/The Board )
The Directors who served during
the year were:

Penny Hughes (resigned with
effect from 25 July 2022)

John Treharne
Richard Darwin
David Kelly
Emma Woods
Wais Shaifta

Ann-marie Murphy (appointed
with effect from 11 April 2022)

Mark George (resigned with
effect from 1 July 2022)

Rio Ferdinand (resigned with
effect from 30 August 2022)

Elaine O'Donnell (appointed with
effect from 30 August 2022)

Richard Stables (appointed with
effect from 30 August 2022)

Luke Tait (appointed with effect

from 17 October 2022)
\e

J

On 12 January 2023, it was announced
that Richord Darwin would step

down as Chief Executive Officer and
Executive Director in due course.
Simon Jones joined the Board on 6
February 2023.

The roles and biographies of the
Directors as at the date of this
report are on pages 72-74. The
general powers of the Directors are
set out in Articles 64 to 68 of the
Company's Articles of Association
('the Articles’). These provide that the
Board may exercise all the powers of
the Company, subject to applicable
legistation, the Articles and any
special resolution of the Company,
applicable on the date that any power
is exercised.

Appointment and replacement
of Directors

The appointment and replacement
of Directors is governed by the
Company's Articles. These state that
the number of Directors shall not be
less than two nor exceed 12 and that:

® The shareholders may, by ordinary
resolution, elect any person willing
to act as a Director.

& The Board may, by ordinary
resolution, elect any person willing
to be a Director.

® Every Director shall retire at
each AGM and be eligible for
re-election.

® The Company may, by special
resolution, or ordinary resolution
of which special notice has been
given according to applicable
legislation, remove any Director
before the expiration of his or her
period of office.

® There are a number of other
grounds on which a Director’s
office moy cease, namely:
voluntary resignation, if they are
absent without special leave of
absence for a period of more than
six months, they are physically or
mentally incapable of actingas a
Director, they become bankrupt
or prohibited by law from being
o Director.

Directors’ indemnity insurance
The Company has granted an
indemnity by way of deed poll to

its Directors against any liability
which attaches to them in defending
proceedings brought against them,
to the extent permitted by English law.
In addition, Directors and Officers of
the Company and its subsidiaries are
covered by Directors' and Officers’
liability insurance.

Compensation for loss of office
The Company does not have
arrangements with any Director which
would provide compensation for loss
of office or employment resulting from
a takeover, except that provisions of
the Company’s share plans may cause
options and awards granted under
such plans to vest on a takeover.

Dividend

As noted on page 21, the Directors
are not proposing a final dividend
for the year 2022. It is o condition of
the Company’s Bank Facilities that
the Company shall not declare or
pay a dividend while the new £10m
additional RCF Facility is in place.

Going concern

As noted on pages 62-63, the
Directors have a reasonable
expectation that the Group has
adequate resources to continue in
operational existence for the period
to 30 June 2024. As aresult, they
continue to adopt the going concern
basis in preparing these consolidated
financiol statements.

Future developments in the
business

The likely future developments in
respect of the business can be found in
the Strategic report on pages 8-69 and
forms part of this report by reference.

Corporate governance
Areport on corporate governance
and compliance with the UK
Corporate Governance Code is set
out on pages 70-80, and forms part
of this report by reference.



Heaith and safety

An overview of health and safety is
provided in the Sustainability report
on page 43 and forms part of this
report by reference.

Greenhouse gas emissions
Information on the Group's
greenhouse gas emissions is set out
in the Sustainability report on pages
46-49 and forms part of this report
by reference.

Human rights, anti-bribery and
anti-corruption

Information on the Group's human
rights and anti-bribery and
corruption policies is set out in the
Sustainability report on page 39 and

forms part of this report by reference.

We comply with the Modern Slavery
Act and our statement, including
further information on our activity
to mitigate risks related to modern
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slavery, can be found on our website:
www.tggplc.com/modern-slovery.

Political donations
The Company made no political
donations in 2022 (2021: £nil).

Employee involvement and
policy regarding disabled
persons

The Group operates an equal
opportunities policy which aims to
treat individuals fairly and not to
discriminate on the basis of sex, race,
ethnic origin, disability or on any
other basis. The Group's policy and
procedures are designed to provide
for full and fair consideration and
selection of disabled applicants, to
ensure they are properly trained to
perform safely and effectively and to
provide career opportunities which
allow them to fulfil their potential.
Where an employee becomes disabled
in the course of their employment,

the Group will actively seek to retain
them wherever possible by making
adjustments to their work content and
environment or by retraining them to
undertake new roles.

Directors’ interests

The beneficial interests of the
Directors of the Company at
31December 2022, and their
connected persons, in the issued
Ordinary shares are provided on
page 102 within the Report of the
Remuneration Committee.

Major interests in shares

As at 31 December 2022, the Company
was aware of the following interests
representing 3% or more of the issued
share capital of the Companuy. It
should be noted that these holdings
may hove changed since notified to
the Company; however, notification of
any change is not required until the
next applicable threshold is crossed.

Institution Number of shares Percentage
Blantyre Capital 21,059,643 n.81
“Liontrust Sustainable Investments 18,184,078 10.20
Invesco 9,138,239 512
Farringdon Capital Management 8,665,574 4.86
Legal & General Investment Management 8,628,833 4.84
Goldman Sachs collateral account 7537073 4.23
Columbia Threadneedle Investments 7,203,990 4.04
Fidelity International 7.142,451 4.00
GVQ Investment Management 6,824,346 3.83
Blackmoor Investment Partners 5,360,000 3.01

Since 31 December 2022 until 14 March 2023, the Company has been notified of the following interests representing over

3% of the issued share capital:

Institution Number of shares Percentage Date of notification
Liontrust Investment Partners LLP 19,831,403 N32 17 January 2023
Invesco' 9,138,239 512 18 Jonuary 2023

1 Notification of shares onloan.

Share capital

As at 31 December 2022, the
Company's issued share capital
comprised 178,351,482 Ordinary
shares with a nominal value of £0.01
each with one vote per share.

Ordinary shares

The Ordinary shares rank pari passu
in all respects with the other Ordinary
shares in issue, including for voting
purposes, and will rank in full for all

dividends and other distributions
thereafter declared, made or paid

on the Ordinary share capital of the
Company. Each Ordinary share ranks
equally in the right to receive a relative
proportion of shares in case of a
capitalisation of reserves.

Except in relation to dividends which
have been declared and rights on

a liquidation of the Company, the
shareholders have no rights to share
in the profits of the Company.

The Ordinary shares are not
redeemable. However, the Company
may purchase or contract to
purchase any of the Ordinary shares
on or off market, subject to the

Act and the requirements of the
Listing Rules.
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Directors’ report continued

There are no restrictions on transfers
of Ordinary shares other than:

® certainrestrictions which may
from time to time be imposed by
laws or regulations such as those
relating to insider dealing;

® some of the Company's employee
share plans include restrictions on
transfer of shares while the shares
are held within the plan;

@ pursuant to the Group's Share
Dealing Code whereby the
Directors and designated
employees require approval to
deal in the Company's shares; and

® where a person with aninterest in
the Company’s shares has been
served with a disclosure notice and
has failed to provide the Company
with information concerning
interests in those shares.

The Company is not aware of any

arrangements between shareholders
which may result in restrictions on the
transfer of securities or voting rights.

Amendment to the Company’s
Articles of Association

The Company may alter its Articles

of Association by special resolution
passed at a general meeting

of shareholders.

Authority for the Company to
purchase its own shares

At the 2022 AGM, shareholders
approved an authority for the
Company to make market
purchases of its own sharesup toa
maximum of 17776956 shares (being
approximately 10% of the issued
share capital at that time) at prices
not less than the nominal value of
each share (being £0.01 each). No use
was made-of this authority during
the period. The Company intends to
renew this authority at its 2023 AGM.

Authority to allot shares

At the 2022 AGM, authority was given
to the Directors to allot new Ordinary
shares up to o nominal value of
£5925.06, equivalent to 33.33% of the
issued share capital of the Company.
In addition, authority was given to the

Directors to allot further new Ordinary
shares up to o nominal value of
£11,85190, equivalent to 66.67% of the
authorised share capital of the Group.
The Company intends to renew this
authority at its 2023 AGM.

Significant agreements

The Company is not a party to any
significant agreements which would
take effect, alter or terminate upon a
change of control of the Company.

Financial risk management

The Group's financial risk
management objectives and

policies, including its use of financial
instruments, are set out in note 24 to
the consolidated financial statements.

Information presented in

other sections

Certain information is required to

be included in the Annual Financial
Report by Listing Rule 9.8.4. The
following table provides references to
where this information can be found
in this Annual Report and Accounts
2022. If a requirement is not shown, it
is not applicable to the Company.

Section Listing Rule requirement Location
1 A statement of the amount of interest capitalised by the Group Note 10 Finance costs (page 142)
during the period under review with an indication of the amount and
treatment of any related tax relief
4 Details of long term incentive schemes Report of the Remuneration
Committee (pages 92-107)
10 Details of contracts of significance Corporate Governance report (page

80 Directors’ conflicts of interest)

Section 172 and engagement
with suppliers, customers

and others

In its decision making, the Board

has regard to each Director’s duty

to promote the success of the
Company on behalf of the Company's
stakeholders, to foster the Company's
relationships with employees,
suppliers, members, and others, and
considers the effect of the principal
decisions taken by the Company
during the financial yeor on the
Company's stakeholders. This is

set out in our s172 statement on
pages 66-69.

Auditor

Each of the persons whoisa
Director at the date of approval of
the Annual Report and Accounts
2022 confirms that; @) so far as the
Director is aware, there is no relevant
audit information of which the
Group's auditor is unaware; and b)
the Director has taken all the steps
which he/she ought to have taken as
a Director in order to make himself/
herself aware of any relevant audit
information and to establish thot
the Group's auditor is aware of that
information. Ernst & Young LLP has
expressed its willingness to continue
in office as auditor and a resolution
to reappoint them will be proposed at
the forthcoming AGM.

AGM

The Notice convening the 2023 AGM
will be circulated to shareholders
separately with details of the meeting.
We will ensure that shareholders are
kept informed using the Notice of
Meeting, our website, and relevant
regulatory announcements in

due course.

On behalf of the Board
Katy Tucker

Company Secretary
15 March 2023
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Directors’ responsibility statement

The Directors are responsible for
preparing the Annual Report and
Accounts 2022 in accordance with
applicable United Kingdom law
ond reguiations.

Company law requires the Directors
to prepare financial statements for
each finoncial year. Under that law,
the Directors have elected to prepare
the Group finoncial statements

in accordance with UK-adopted
international accounting standards
(IFRSY), and the Parent Company
financiol statements in accordance
with United Kingdom Generally
Accepted Accounting Practice (United
Kingdom Accounting Standards and
applicable law), including Financial
Reporting Standard 101 Reduced
Disclosure Framework (‘FRS 107').
Under company law, the Directors
must not approve the Group financial
statements unless they are satisfied
that they give a true and fair view of
the state of affairs of the Group and
the Company and of the profit or loss
of the Group and the Company for
that period.

In preparing the financial stotements,
the Directors are required to:

® select suitable accounting
policies in accordance with IAS 8
Accounting Policies, Changes in
Accounting Estimates and Errors
and then apply them consistently;

® make judgements and estimates
that are reasonable and prudent;

® present information, including
accounting policies, ina manner
that provides relevant, reliable,
comparable and understandable
information;

@ provide additional disclosures
when compliance with the
specific requirements in IFRSs
(or inrespect of the Parent
Company financial stotements,
FRS 101) is insufficient to enable
users to understand the impact
of particular transactions,
other events and conditions on
the Group's financial position
and performance;

® inrespect of the Group finoncial
statements, state whether
applicable UK-adopted IFRSs
have been followed, subject to any
material departures disclosed
and explained in the financial
statements;

® inrespect of the Parent Company
finonciol statements, state
whether applicable UK accounting
standards including FRS 101 have
been followed, subject to any
material departures disclosed
and explained in the financial
statements; and

@ prepare the financial statements
on a going concern basis, unless it
is appropriate to presume that the
Company and/or Group will not
continue in business.

The Directors confirm thot the
financial statements comply with the
above requirements.

The Directors are responsible for
keeping adequate accounting
records that are sufficient to show
and explain the Company's and
Group's transactions and disclose
with reasonable accuracy at any
time the financial position of the
Company and the Group and enable
them to ensure that the Company and
Group financiol statements comply
with the relevant financial reporting
framework. They are also responsible
for safeguarding the assets of

the Group and hence for taking
reasonable steps for the prevention
and detection of fraud and other
irregularities.

Under applicable law and regulations,
the Directors are also responsible
for preparing a Strategic report,
Directors’ report, Directors’
remuneration report and Corporate
Governance stotement that comply
with that law and those regulations.
The Directors are responsible for the
maintenance and integrity of the
corporate and financial information
included on the Group's website.
Legislation in the UK governing the
preparation and dissemination of
accounts may differ from legislation
in other jurisdictions.

Responsibility statement
The Directors confirm, to the best of
their knowledge:

® Thot the consolidated finoncial
statements, prepared in
accordance with UK-adopted
IFRSs, give a true and fair view
of the assets, liabilities, financiol
position and results of the
Parent Company and subsidiary
undertakings included in the
consolidation taken as a whole;

® That the Annual Report and
Accounts 2022, including the
Strategic report, includes a fair
review of the development and
performance of the business and
the position of the Company and
subsidiary undertakings included
in the consolidation taken as a
whole, together with a description
of the principal risks and
uncertainties that they face; and

® That they consider the Annual
Report and Accounts 2022, taken
as a whole, is fair, balanced and
understandable and provides
the information necessary
for shareholders to assess
the position, performance,
business model and strategy of
the Company and subsidiary
undertakings included in the
consolidation taken as a whole.

On behalf of the Board
Richard Darwin

Chief Executive Officer
15 March 2023
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Financial statements

Independent auditor’s report
to the members of The Gym Group plc

In our opinion:

® The Gym Group plc's Group financiol statements ond Parent Compaony financial statements (‘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
31December 2022 and of the Group's loss for the year then ended;

® the Group financiol stotements have been properly prepared in accordance with UK adopted international
accounting standards;

@ the Parent Company financiol stotements have been properly prepared in accordance with UK adopted international
accounting standards as applied in accordance with section 408 of the Companies Act 2006; and

® the financiol stotements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of The Gym Group plc (‘the Parent Company’) and its subsidiaries (‘the Group’)
for the year ended 31 December 2022 which comprise:

Group Parent Company

Consolidated statement of financial position Company statement of financial position

as at 31 December 2022 as at 31 December 2022

Consolidated statement of comprehensive income for Company statement of changes in equity for the year

the year then ended then ended

Consolidated statement of changes in equity for the Related notes 1to 8 to the finoncial statements including o
year then ended summary of significant accounting policies

Consolidated cash flow statement for the year
then ended

Related notes 1to 29 to the financial statements, including
a summary of significant accounting policies

The financial reporting framework that has been applied in their preparation is applicable low and UK adopted
international accounting standards and as regards the Parent Company finoncial statements, as applied in accordance
with section 408 of the Companies Act 2006.

Basis for opinion ,

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK)) and applicabie law. Our
responsibilities under those standords are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We are independent of the Group and Parent in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, including the FRC's Ethical Standard as applied to listed public interest entities, and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

The non-audit services prohibited by the FRC's Ethical Standard were not provided to the Group or the Parent Company
and we remain independent of the Group and the Parent Company in conducting the audit.

Conclusions relating to going concern

In auditing the financial statements, we have concluded thot the Directors' use of the going concern basis of accounting
in the preparation of the finoncial statements is appropriate. Our evaluotion of the Directors’ assessment of the Group
and Parent Company's ability to continue to adopt the going concern basis of accounting included:

® We obtained management's forecast cash flows and covenant calculations covering the period from the date of
signing to 30 June 2024 and we agreed these to the Group's three yeor financiol plan.

@ We challenged the appropriateness of the going concern assessment period, taking into consideration events after
the going concern period which may have animpact.

® We tested the mothematical accurocy of the cash fiows, as well as the calculotion of the forecast covenonts.

® We assessed, against historic and current membership levels and independent sector forecasts, the plausibility of the
reduction in membership numbers that would lead to a covenant breach under the reverse stress test scenario, and
the impact this would have on liquidity. '
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® We corroborated lease costs with agreements; rate forecasts to published rate increases; and benchmarked costs
against external industry forecasts.

® We further corroborated the membership impact of the timing / number of new gym openings with management’s
expansion plans.

® We understood and challenged the Board's controliable mitigation plans, including reduced gym openings, lower
marketing spend, deferral of projects and the forecast impact on the ability of the business to operate within its
financial covenants.

® We obtained supporting documentation to evaluate the plausibility of management’s mitigation plans considering
actions delivered to date.

® We compared forecast future cash flows to historical dato, ensuring variations are in line with our expectations and
understanding of the business to consider the reliability of past forecasts.

® We considered the results of other audit procedures and other knowledge obtained in the audit and whether it was
consistent with or contradicted management’s assumptions.

® We performed our own sensitivity analysis on managements forecast cash flows.

® We obtained evidence of the banks’ agreement to the extension of the Group’s Revolving Credit Facility to
October 2024.

® We agreed available facilities to underlying agreements and the extent of drawings thereunder to externai
confirmations at 31 December 2022.

® We enquired with management in respect of events beyond the going concern period, taking into consideration
refinoncing in October 2024, and inspected minutes of meetings held, made inquiries of our Restructuring team and
considered the company's experience of support from their banks.

® We assessed the adequacy of disclosures within the Annual Report and Accounts 2022.
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Our key observations
We observed that since gyms re-opened in April 2021, membership numbers have increased from 718,000 in December
2021 to 821,000 in December 2022 and 890,000 in February 2023.

Under the reverse stress test, it required an assumed reduction in new members each month against the base case,
resulting in a closing membership number at 30 June 2024 of 647000 (being 27% lower than the closing membership at
28 February 2023) to create o breach of financial covenants (breach occurring in June 2024 ofter available controllable
mitigations had been applied) with no liquidity issues under this scenario during the going concern period.

Based on the work we have performed, we have not identified any materiol uncertainties reloting to events or conditions
that, individually or collectively, may cast significant doubt on the Group and Parent Compaony's ability to continue as a
going concern for a period to 30 June 2024.

In relation to the Group and Parent Company's reporting on how they have applied the UK Corporate Governance Code,
we have nothing material to add or drow ottention to in relation to the Directors’ stotement in the finoncial statements
about whether the Directors considered it appropriate to adopt the going concern basis of accounting.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant
sections of this report. However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the Group’'s ability to continue as a going concern.

Overview of our audit approach

Audit scope - We performed an oudit of the complete financiol informaotion of two components and
audit procedures on specific balances for a further one component.

- The components where we performed full or specific audit procedures accounted for
100% of Loss before tax, 100% of Revenue and 100% of Total assets.
Key audit matters - Deferral of membership income.

Property, plant and equipment and Right-of-use assets impairment testing including
cash flow and discount rate assumptions.

Materiality - Overall Group materiality of £1,400,000 which represents 2% of Group EBITDA.

I3
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Financial statements

Independent auditor’s report continued
to the members of The Gym Group plc

An overview of the scope of the Parent Company and Group audits

Tailoring the scope :

Our assessment of audit risk, our evaluction of materiality and our allocation of performance materiality determine our
audit scope for each company within the Group. Taken together, this enables us to form an opinion on the consolidated
financial statements. We take into account size, risk profile, the orgonisation of the Group and effectiveness of group-
wide controls, changes in the business environment, the potential impact of climate change and other factors when
assessing the level of work to be performed at each company.

In assessing the risk of materiol misstatement to the Group financial statements, and to ensure we had odequote
quantitative coverage of significant accounts in the financial statements, of the seven reporting components of the
Group, we selected three components, which represent the principal business units within the Group. The remaining four
components are non-trading.

Of the three components selected, we performed an audit of the complete financial information of two components
(‘full scope components’) which were selected based on their size or risk characteristics. For the remaining component
('specific scope component’), we performed audit procedures on specific accounts within that component thot we
considered had the potential for the greatest impact on the significant accounts in the financial statements either
because of the size of these accounts or their risk profile.

The reporting components where we performed audit procedures accounted for 100% (2021:100%) of the Group's
Revenue, Loss before tax and Group's Total assets.

I 2022 . ] 2021
~ Full Specific Remaining Full Specific Remaining
scope _ scope components scope scope components
Number of components P 2 S 4| 2 1 4
Revenue 100% 0% = 100% 0% -
Loss before tax 99.95%  0.05% ' - 100% 0% -
Total assets . 9998%  0.02% -1 999% 01% -

Changes from the prior year
There are no changes from the prior year.

Involvement with component teams
All qudit work performed for the purposes of the audit was undertaken by the Group audit team.

Climate change

Stakeholders are increasingly interested in how climate change will impact the Group. The Group has determined that
the most significant future impacts from climate change on their operations will be from reputational risk of not meeting
net zero targets and physical risks regarding heatwaves and temperature increases. These are explained on pages
50-53 in the required Task Force for Climate related Financial Disclosures and on pages 54-63 in the Principal risks and
uncertainties. They have also explained their climate commitments on pages 46-49. All of these disclosures form part of
the "Other information,” rather than the audited financial statements. Our procedures on these unaudited disclosures
therefore consisted solely of considering whether they are matericlly inconsistent with the inoncial statements, or

our knowledge obtained in the course of the audit or otherwise appear to be materially misstated, inline with our
responsibilities on “Other information”.

In planning and performing our audit we assessed the potential impacts of climate change on the Group's business and
any consequential material impact on its finoncial statements.

The Group has exploined in its Sustoinability report how climate change has been reflected in the financiol statements
under summary of significant accounting policies how they have reflected the impact of climate change in their financial
statements including how this aligns with their commitment to the aspirations of the Paris Agreement to achieve net zero
emissions by 2035 for Scope 1and 2 emissions and 2045 for Scope 3 emissions. There are no significant judgements and
estimates reloting to climote change impocting the financiol statements.

Our audit effort in considering the impact of climate change on the financial stotements was focused on evaluating
management’s assessment of the impact of climate risk, physical and transition, their climate commitments, the effects
of material climate risks disclosed on page 53. As part of this evaluation, we performed our own risk assessment,
supported by our climate chonge internal specialists, to determine the risks of material misstatement in the financial
statements from climate change which needed to be considered in our audit.
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We also challenged the Directors’ considerations of climate change risks in their assessment of going concern to 30 June
2024 and viability of the Group over the next three years. Where considerations of climate change were relevant to our
assessment of going concern, these are described above.

Based on our work we have not identified the impact of climate change on the finoncial stotements to be a key oudit
matter or to impoct a key oudit matter.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our oudit of the
financiol statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due to fraud) that we identified. These matters included those which had the greatest effect on: the
overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagement team. These
matters were addressed in the context of our oudit of the financial stotements as a whole, and in our opinion thereon,
and we do not provide a separate opinion on these matters.

Key observations communicated

Risk Our response to the risk to the Audit and Risk Committee
Deferral of membership income - total We obtained an understanding of the Based on our procedures,
revenue for the year ended 31 December  Group's revenue recognition process, in deferral of membership
2022: £1729m (31 December 2021: particular in respect of the membership income in the year
£106.0m), of which £11.0m was deferred  subscription income recognition process. This  ended 31 December

at 31 December 2022 (31 December included making enquiries of the outsourced 2022 is appropriately
2020: £8.4m) and presented in the membership management service provider to recognised and
Consolidated Statement of Financial obtain an understanding presented as contract
Position as contract liabilities. of the outsourced elements of the membership liabilities as at that date.

. . income process.
Refer to the Report of the Audit and Risk

Committee (pages 84-89); Accounting We also obtained an understanding of the
policies (page 128); and note 5 of the deferred membership fee income calculation
Consolidated financiol statements (page 138). process and reloted controls.

In preparing the consolidated financial We tested the completeness of revenue
statements, management need to calculate  recorded during the year through obtaining
the amount of joining and subscription the full revenue listing directly from the
payments collected, which relate to management service provider and agreed
membership after the year end date and them to the accounting records. We tested a
for which the related revenue should be sample to ensure validity of the information
deferred and presented as o controct and re-performed management's deferred
liobility under IFRS 15 "Revenue from membership fee income calculation for all
Contracts with Customers” ('IFRS 15'). material balances in order to ensure the

. accuracy of the calculotion of income deferred.
Although the calculation of deferred

membership fees does not involve significant  The Group audit team performed full scope

judgement or estimation, there are a audit procedures over this risk area in all
number of inputs including large numbers  locations, which covered 100% of the risk
of members, varying subscription rates amount.

and the reliance on outsourced processes
which could be open to manipulation. The
deferred revenue calculation is automated,
driven by manually input reports. There

is an increased risk of material error and
management override in the inputs to

this calculation. Further, consistent with
Auditing Standards, the recognition of
revenue is assessed as a material fraud
risk on every audit engagement with only
rare exceptions.
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Financial statements

Independent auditor’s report continued
to the members of The Gym Group plc

Key observations communicated

Risk " Our response to the risk to the Audit and Risk Committee
Property, plant and equipment We performed a walkthrough of the process and Based onour

('PPE’) impairment testing - controls to gain an understanding of the Group's procedures, we

31 December 2022: £181.0m impairment process. consider management’s
(31 December 2021: £165.6m); . . assessment and the
Right-of-use (‘ROU’) assets We congdered the Gpproprlote_ness (_)f the ) impairment charges

31 December 2022: £289.4m determination of cash generating units, challenging which have been

(31 December 2021: £281.2m) management on this allocation and obtaining recorded in the current

supporting evidence. year are reasonable.
Refer to the Report of the Audit

and Risk Committee (pages 84-89);
Accounting policies (page 132); and
notes 15 and 16 of the Consolidated

financial statements (pages 147-150).

We obtained management's three-year plan for 2023
to 2025 and o;sessgd assumptions within this. Wg also  yisclosures, particularly
assessed the historical accuracy of management's those in notes 15 and
forecasting by comparing actual fmancial 16 to the Consolidated
performance for the year ended 31 December 2022t0 g1 1ncial statements,

As disclosed in notes 15 and 16 to the  management’s previous budget. materially comply

Consolidated finoncial stotements, : :
PPE including ROU of £470.4m We challenged the reasonableness of these with the applicable

assumptions by reference to historical data, external ~ réquirements of IAS 36
benchmarks and the risk of management bias. andIAS 1

The financial statements

is recognised.

Management has undertaken an For the imoai heth
annual impairment review in respect 0" the impairment test, we assessed whether

of PPE and ROU assets and has the assumptions disclosed in notes 15 and 16 to

the Consolidated financial statements were the
appropriate key assumptions to be used in the
impairment model, being the discount rate, revenue
We focused on this area due to both  growth and cost inflation, taking into consideration the
the significance of the carrying value cost-of-living crisis over the next three years and the
of PPE and ROU assets; and the long term growth from 2024 onwards.

inherent uncertainty involved in an
impairment review, which requires
management to make significant
judgements and estimations as to
future outcomes and assumptions

of cash flows (for example customer
acquisition and retention, changes in
subscription rates, operating costs

recognised an impairment of £8.3m
inthe current year.

We considered management’s sensitivity analysis
showing the impact of a reasonably possible change
in key impairment assumptions to determine whether
an impairment charge would be required. This
consideration included performing our own sensitivity
analysis by reference to the results of our assessment
of assumptions referred to above.

etc), along with the discount rate As part of our work, we utilised internal valuations

to be opplied to those cash flows specialists to assist in assessing the appropriateness
and the determination of CGUs. of the methodology applied in management's :
In addition, such judgements and impairments models and to assist in our assessment
estimates could be influenced by of the discount rate and long-term growth rate
management bias. assumptions used in the impairment models.

The significant assumptions are We assessed the financial statements disclosures,
disclosedin note 15 for PPE and note  pqrticularly those in note 15 for PPE and 16 for ROU

16 for ROU ossets. Assets to the Consolidated finoncial statements,

against the requirements of IAS 36 and IAS 1
“Presentation of Financial Statements” (1AS 1),
particularly those related to judgements, estimation
uncertainty and sensitivities.

The Group audit team performed the full scope audit
procedures on the impairment models prepared

for The Gym Group plc, which covered 100% of the
risk amount.

In the prior year, our Auditor's report included a key audit matter in relation to annual goodwill impairment testing. In the
current year, we downgraded the risk due to sufficient headroom.

16|
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Our application of materiality
We apply the concept of moteriality in plonning and performing the audit, in evaluating the effect of identified
misstatements on the audit and in forming our audit opinion.

Materiality

The magnitude of an omission or misstatement that, individually or in the aggregate, could reasonably be expected to
influence the economic decisions of the users of the financial statements. Materiality provides a basis for determining
the naoture and extent of our audit procedures.

22UDUIBACY

We determined materiality for the Group to be £1,400,000 (2021: £689000), which is 2% of Group EBITDA (2021: 0.65%
Revenue). We believe that Group EBITDA would be the most appropriate basis given the focus on Group EBITDA as the
Group's results continue to normalise (as compared to prior year where gym sites were closed half of the year due to
Covid-19 restrictions).

We determined materiality for the Parent Company to be £3148,000 (2020: £2923,000), which is 1% (2021: 1%) of assets.

Performance materiality
The application of materiality at the individual account or balance level It is set at an amount to reduce to an appropriately
low level the probability that the aggregate of uncorrected and undetected misstatements exceeds materiality.

@
-
Q
-+
]
3
(2]
3
-+
()
@

On the basis of our risk assessments, together with our assessment of the Group’s overall control environment, our
judgement was that performance materiality was 75% (2021: 75%) of our planning materiality, namely £1,050,000 (2021:
£517000). We have set performance materiality at this percentage due to experience with the Group demonstrating an
effective control environment and low incidence of misstatements.

Audit work at component locations for the purpose of obtaining audit coverage over significant financial statement
accounts is undertaken based on a percentage of total performance materiality. The performance materiality set for
each component is based on the relative scale and risk of the component to the Group as a whole and our assessment
of the risk of misstatement at that component. In the current year, the range of performance materiality allocated to
components was £315,000 to £1,050,000 (2021: £187500 to £517000).

Reporting threshold
An amount below which identified misstatements are considered as being clearly trivial.

We agreed with the Audit and Risk Committee that we would report to them all uncorrected audit differences in excess of
£70,000 (2021: £34,000), which is set at 5% of planning materiality, as well as differences below that threshold that, in our
view, warranted reporting on qualitative grounds.

We evaoluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and
in light of other relevant qualitative considerations in forming our opinion.

Other information

The other information comprises the information included in the Annual Report and Accounts 2022 set out on pages
1-107, other than the financial statements and our Auditor’s report thereon. The Directors are responsible for the other
information contained within the Annual Report and Accounts 2022.

Our opinion on the finoncial statements does not cover the other information ond, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the Annual Report and Accounts 2022 or our knowledge obtained in the course of the audit or otherwise
appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements,

we are required to determine whether this gives rise to o material misstatement in the financial stotements themselves.

If, based on the work we have performed, we conclude that there is a material misstatement of the other information,

we are required to report that fact. )

We have nothing to report in this regard.

inz
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Financial statements

Independent auditor’s report continued

to the members of The Gym Group plc

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, the part of the Directors’' remunerction report to be audited has been properly prepared in accordance
with the Companies Act 2006.

In our opinion, based on the work undertaken in the course of the audit:

® theinformation given in the Strategic report and the Directors' report for the financiol year for which the financial
statements are prepored is consistent with the financicl statements and those reports have been prepared in
accordance with applicable legal requirements;

® theinformation about internal control and risk management systems in relation to finonciol reporting processes and
about share capital structures, given in compliance with rules 7.2.5 and 7.2.6 in the Disclosure Rules and Transparency
Rules sourcebook made by the Financial Conduct Authority (‘the FCA Rules’), is consistent with the financial
statements and has been prepared in accordance with applicable legal requirements; and

® information about the Company’s corporate governance statement and practices and about its administrative,
management and supervisory bodies and their committees complies with rules 7.2.2, 72.3 and 7.2.7 of the FCA Rules.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Group and the Parent Company and its environment obtained in
the course of the audit, we have not identified material misstatements in:

® the Strategic report or the Directors’ report; or

® theinformation about internal control and risk management systems in relation to financial reporting processes and
about share capital structures, given in compliance with rules 72.5 and 7.2.6 of the FCA Rules.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to
report to you if, in our opinion:

® adequate accounting records have not 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 stotements and the part of the Report of the Remuneration Committee to be audited
are not in agreement with the accounting records and returns; or

® certaindisclosures of Directors’' remuneration specified by law are not made; or
® we have not received all the information and explanations we require for our audit; or
® o Corporate Governance statement has not been prepared by the Company.

Corporate Governance statement

We have reviewed the Directors’ statement in relation to going concern, longer term viability and that part of the
Corporate Governance Statement relating to the Group and Company's compliance with the provisions of the UK
Corporate Governance Code specified for our review by the Listing Rules.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the
Corporate Governance statement is materially consistent with the financial statements or our knowledge obtained
during the cudit:

® Directors’ stotement with regards to the appropriateness of adopting the going concern basis of accounting and
any moterial uncertainties identified set out on pages 62-63;

® Directors’ explanation as to its assessment of the Company's prospects, the period this assessment covers and why
the period is appropriate set out on pages 62-63;

® Directors’ statement on whether it has a reasonable expectation that the Group will be able to continue in operation
and meets its liabilities set out on pages 62-63;

® Directors’ statement on fair, balanced and understandable set out on page 17;

® Boord's confirmation that it has carried out o robust assessment of the emerging and principal risks set out on pages
54-63;

® The section of the Annual Report and Accounts that describes the review of effectiveness of risk management and
internal control systems set out on pages 54-61, and

® The section describing the work of the Audit and Risk Committee set out on pages 84-89.
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Responsibilities of Directors

As explained more fully in the Directors' responsibility statement set out on page 111, the Directors are responsible for the
preparation of the financiol statements ond for being satisfied thot they give o true and fair view, and for such internal
control os the Directors determine is necessary to enable the preparation of financial stotements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial stotements, the Directors are responsible for assessing the Group and Parent Company’s
ability to continue as a going concern, disclosing, as applicable, motters related to going concern and using the going
concern basis of accounting unless the Directors either intend to liquidate the Group or the Parent Company or to cease
operations, or have no realistic alternative but to do so.

85UDUIBAOL)

Auditor’s responsibilities for the audit of the financial statements

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

SIUBUIIDIS

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures inline
with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve
deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion. The extent to
which our procedures are capable of detecting irregularities, including fraud is detailed below.

However, the primary responsibility for the prevention and detection of fraud rests with both those charged with
governance of the Company and management.

® We obtained an understanding of the legal and regulatory frameworks that are applicable to the Group and
determined that the most significont are most significant are Companies Act 2006; UK Listing Rules; UK Listing
Authority - Disclosure and Transparency Rules; The Companies (Miscellaneous Reporting Regulation) 2018; The Large
and Medium-sized Companies and Group's (Accounts and Reports (Amendment)) Regulations 2013 in particular in
respect of the Report of the Remuneration Committee; UK Tax Legislation; and UK Corporate Governance Code 2018.

® We understood how The Gym Group plc is complying with those frameworks by making enquiries of senior
management and those charged with governance; attendance at Audit and Risk Committees; obtaining an
understanding of entity-level controls and considering the influence of the control environment; obtaining an
understanding of policies and procedures in place regarding compliance with laws and regulations, including how
compliance with such policies is monitored and enforced; obtaining an understanding of management's process for
identifying and responding to fraud risks, including programmes and controls established to address risks identified,
or otherwise prevent, deter and detect fraud, as well as reviewing the risk register and how senior management
monitors those programmes and controls; and reviewing correspondence with relevant regulatory authorities.

® We assessed the susceptibility of the Group's financial statements to material misstotement, including how fraud
might occur by discussing within the audit team; performing client continuance procedures; reviewing interim
financial information; identifying related parties; and considering the nature of the account and our assessment of
inherent risk for relevant assertions of significant accounts.

® Based on this understanding we designed our audit procedures to identify non-compliance with such lows and
regulations. Our procedures involved testing of journal entries, with focus on manual journals, large or unusual
tronsoctions, or journals meeting our defined risk criteria based on our understanding of the business; enquiring
of members of senior management and those charged with governance regarding their knowledge of any non-
compliance or potential non-compliance with laws and regulations that could affect the financial statements;
reviewing board meeting minutes in the period and up to date of signing; enquiring about the policies that have
been established to prevent non-compliance with laws and regulations by officers and employees, and whether such
policies are formalised in a code of conduct, conflict-of-interests statement or similar standard; enquiring about the
entity's methods of enforcing and monitoring compliance with such policies, if any; and inspecting correspondence; if
any, with regulatory authorities.

A further description of our responsibilities for the oudit of the financial statements is located on the Financial Reporting
Council's website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our Auditor’s report.

In9
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Independent auditor’s report continued
to the members of The Gym Group plc

Other matters we are required to address
Following the recommendation from the Audit and Risk Committee, we were appointed by the Company on 29 July 2015
to audit the financial statements for the yeor ending 31 December 2015 ond subsequent financial periods.

The period of total uninterrupted engagement including previous renewals and reappointments is 8 years, covering the
years ending 31 December 2015 to 31 December 2022.

The audit opinion is consistent with the additional report to the Audit and Risk Committee.

Use of our report

This report is made solely 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 permitted
by low, we do not accept or assume responsibility to anyone other than the Company and the Company's members as a
body, for our audit work, for this report, or for the opinions we have formed.

lan Venner (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

" Belfast

15 March 2023
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Consolidated statement of comprehensive income 3
for the year ended 31 December 2022 c(é).
O
5 31December 2022 31 December 2021
£m £m
Non- Non-
Underlying Underlying ®
Note |Underlying - (note 9) Total -{ Underlying (note 9) Total o
- B <
Revenue 5 172.9 - 1729 106.0 - 106.0 ‘5'3
Cost of sales (2.0) - (2.0) Qa7 - .7 g
O
Gross profit | 1709 - 1709 ! 1043 - 104.3 ®
Other income 6 0.8 - 0.8 73 - 73
Operating expenses (before
depreciation, amortisation and @
impairment) 7 (101.8) 4.4) (106.2) (79.0) (2.3) (81.4) -1
Depreciation, amortisation and 35
impairment 14,1516 (59.3) (8.5) (67.8) (527) 4.2) (569) 3 g-
: —
Operating profit/(loss) 10.6 (12.9) (2.3) (20.2) 6.5) (26.7) &
Finance costs 10 16.1) (1.0) Q7 16.6) 09 17.5)
1€
Loss before tax | (5.5) 139y  (194) (36.8) (7.4) (44.2) C
Tax (charge)/credit n | Q.4 15 0.1 83 0.5 8.8
Loss for the year attributable to :
equity shareholders ©69) (12.4) (19.3) (28.5) 69) (35.4)
Other comprehensive income for the )
year
Items that moy be reclossified to profit
orloss
Changes in the fair value of derivative I
financial instruments (0.1) - (0.1); 0.1 - 0.1
Total comprehensive expense -
attributable to equity shareholders (7.0) (12.4) (19.4) (28.49) ©69) (35.3)
Loss per share (p)
Basic and diluted 12 3.9) (10.9) 16.7) (20.7)
Reconciliation of Operating profit/(loss) to Group Adjusted EBITDA Less Normalised Rent!
31 December 2022 31December 2021
Note £m ©Em
Operating loss (2.3) (26.7)
Add back: Non-underlying operating items 9 129 6.5
Share based payments
(included in Operating expenses) 8,26 1.4 29
Underlying depreciation and amortisation 14156 59.3 527
Group Adjusted EBITDA n3 354
Less: Normalised Rent? * (33.3) 9.7)
Group Adjusted EBITDA Less Normalised Rent' 38.0 57

1 Group Adjusted EBITDA less Normalised Rent is a non-stotutory metric used internally by management and externolly by investors. It is calculated as operating
profit before depreciation, omortisation, share based payments and non-underlying items, ond after deducting Normalised Rent. Refer to the KPIs on pages

36-37 for further information.

2 Normalised Rent is the controctual rent that would have been paid in normal circumstances without any agreed deferments, recognised in the monthly period to
whichit relates.

The notes on pages 125-158 form an integral part of the financial statements.
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Consolidated statement of financial position

as at 31 December 2022

et |
31 December 2022 |

31 December 2021

Note @ £m | £m
Non-current assets ! f
Intangible assets 14 92.7 86.0
Property, plant and equipment 15 l 181.0 165.6
Right-of-use assets 16 4 289.4 . 281.2
Investments in financial assets 17 » 1.0 1.0
Deferred tax assets i 16.3 161
Total non-current assets ! 580.4 i 5499
Current assets
Inventories 0.9 0.3
Trade and other receivables 18 89 6.3
Income taxes receivable - 09
Cash and cash equivalents 19 5.4 7.3
Total current assets I 15.2 I 14.8
Total assets 595.6 | 564.7
Current liabilities !
Trade.and other payables 20 38.8 30.4
Lease liabilities 16 25.3 270
Provisions 23 0.6 -
Total current liabilities 647 | 57.4
Non-current liabilities I i
Borrowings 2, 70.0 | 443
Lease liabilities 16 325.1 1 309.3
Provisions 23 | 18| 16
Total non-current liabilities ' 3969 I 355.2
Total liabilities ] 4616 | a6
Net assets ! 134.0 | 1521
Capital and reserves I i
Own shares held 25 ; 0.1 0.1
Share premium 25 | 189.8 189.7
Hedging reserve 25 - '}))
Merger reserve 25 l 399 399
Retaoined deficit 25 (95.8); (77.5)
Total equity shareholders’ funds I 134.0 { 1521

The notes on pages 125-158 form an integral part of the financial stotements.

These financial statements were approved by the Board of Directors on 15 March 2023.

Signed on behalf of the Board of Directors

EI Do

Richard Darwin
Chief Executive Officer

Chief Financial Officer

Company Registration Number 08528493
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Consolidated statement of changes in equity
for the year ended 31 December 2022

[%]
~
=
[o]
=1
[1']
«Q
0

Own shares Share Hedging Merger Retained
held premium reserve reserve deficit Total
Note £m £m £m £m £m £m
At 1January 2021 0.1 159.5 0.2) 399 (449) 154.4 i)
[}
Loss for the year - - - - (35.3) (35.3) b
Other comprehensive income for the year - - 01 - - 01 é
Loss for the year and total §
comprehensive expense - - 01 - (35.3) (35.2)
Issue of Ordinary share capital 25 - 30.2 - - - 30.2
Share based payments 26 - - - - 2.4 24
Deferred tax on share based payments n - - - - 0.3 0.3 am
- E]
At 31 December 2021 0.1 189.7 [(OR))} 399 (77.5) 1521 % 9
Loss for the year - - - - (19.4) (19.4) 2 &
Other comprehensive income for the year - - 01 - - 01 o-:o -
Loss for the year and total
comprehensive expense - - 01 - (19.4) (19.3) @
Issue of Ordinary share capital - 0.1 - - - 0.1
Share based payments 26 - - - - 17 17
Deferred tax on share based payments 1N - - - - (0.6) (0.6)
|At 31 December 2022 ' 0o 1898 - 399 (95.8)  134.0 |

The notes on pages 125-158 form an integral part of the financial statements.
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Consolidated cash flow statement

for the year ended 31 December 2022

r ;1 Debeméer 202'; 31 December 2021

Note | Em | £m
Cash flows from operating activities i
Loss before tax i (19.4), 44.2)
Adjustments for: : ' I
Finance costs 10 17.1 | 17.5
Non-underlying operating items 9 129 , 6.5
Underlying depreciation of property, plant and equipment 15 26.4 [ 23.6
Underlying depreciotion of right-of-use assets 16 28.1 23.5
Underlying amortisation of intangible assets 14 4.8 5.4
Share based payments 26 1.4 29
Rent concessions 16 (0.5) 1.6)
(Profit)/Loss on disposal of property, plant and equipment 7 (0.4) 0.4
increase in inventories (0.6)iI -
Increase in trade and other receivables (3.1): (0.3)
Increase in trade and other payables 3.2 101
Payment of deferred consideration l - (2.6)
Cash generated from operations ! 69.9 ; 412
Tax received/(paid) i 0.8 ©J)
Net cash inflow from operating activities before non-
underlying items 70.7 411
Non-underlying items 9 (5.3) (2.2)
Net cash inflow from operating activities i 65.4 389
Cash flows from investing activities :
Business combinations 13 (5.4) -
Purchase of property, plant and equipment (36.5) (20.5)
Purchase of intangible assets (7.2) (5.2)
Proceeds from disposal of property, plant and equipment 0.4 -
Net cash outflow used in investing activities i (48.7), (25.7)
Cash flows from financing activities |
Repayment of lease liability principal 22 (27.4)‘ a7.7)
Lease interest paid 22 (13.3)1 14.2)
Bank interest paid (2.3) (1.8)
Payment of financing fees (0.7)‘ 0.2)
Drawdown of bank loans 22 30.5 | 300
Repayments of bank loans 22 | (5.5) (36.0)
Proceeds of issue of Ordinary shares 25 0.1 31.2
Costs associated with share issue 25 - 09
Net cash outflow from financing activities i (18.6)1 Q.6
Net (decrease)/increase in cash and cash equivalents (1.9)‘ 3.6
Cash and cash equivalents at the start of the year 13 f 37
Cash and cash equivalents at the end of the year 19 ' 54 7.3

The notes on pages 125-158 form an integral part of the financial statements.
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Notes to the consolidated financial statements
for the year ended 31 December 2022

o16931011g

1. General information
The Gym Group plc (‘the Company’) and its subsidiaries ('the Group’) operate low cost, high quality, 24/7, no contract
gyms.

The Company is a public limited company whose shares are publicly traded on the London Stock Exchange and is
incorporated and domiciled in the United Kingdom.

S2UDUIBAOL)

The registered address of the Company is 5th Floor, OneCroydon, 12-16 Addiscombe Road, Croydon, CRO OXT,
United Kingdom.

2. Summary of significant accounting policies
A summary of the significant accounting policies is set out below. These have been applied consistently in the financial
statements.

Statement of compliance

The financial statements hove been prepared in accordance with the Listing Rules and the Disclosure Guidance and
Transparency Rules of the United Kingdom Financial Conduct Authority (where applicable) and United Kingdom adopted
international accounting standards. The accounting policies applied are consistent with those described in the Annual
Report and Accounts of the Group for the year ended 31 December 2021. The functional currency of each entity in the
Group is pounds sterling. The consolidoted financial statements are presented in pounds sterling ond oll values ore
rounded to the nearest one hundred thousand pounds, except where otherwise indicated.
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Basis of preparation

The consolidoted financial stotements have been prepared on a going concern basis under the historical cost convention
os modified by the recognition of derivative finonciol instruments, financicl assets and other financial liabilities at fair
value through the profit ond loss and the recognition of financial assets at fair volue through other comprehensive
income.

The consolidated financial statements provide comparative information in respect of the previous period.

Going concern
In assessing the going concern position of the Group for the year ended 31 December 2022, the Directors have

considered the following:

® the Group's trading performance in £Y22 and throughout the traditional January and February 2023 peak period,

® future expected trading performance to June 2024 (the going concern period), including membership levels and
behaviours in light of the current difficult macroeconomic environment; and

® the Group's financing arrangements and relotionship with its lenders and shareholders.

2022 was a year of significant recovery and growth for The Gym Group, with membership at the end of December 2022
reaching 821,000, an increase of 14.3% from the end of December 2021. Average revenue per member per month for the
year (ARPMM") was £17.82 and for the second half of the year was £18.30, up 4.5% on the second half of the prior year.
LIVE IT, the premium price product, ended the year at 29.6% of total membership compared with 271% in December

2021. As a result, revenue and Group Adjusted EBITDA both increased significantly. The Group also reported strong cash
generation, with free cosh flow of £16.6m being generated and used to part-fund the 25 organic site openings as well as
our investment in the new technology and brand. The remaining organic site openings and the acquisition of the three
sites previously trading.under the Fitness First brand were funded through anincrease in the Group’s borrowings. All sites
opened in the year are performing in line with our expectations.

1125



126}

The Gym Group plc | Annual Report and Accounts 2022

Financial statements

Notes to the consolidated financial statements continued
for the year ended 31 December 2022

2. Summary of significant accounting policies continued

Going concern continued

In May 2022, the Group agreed with its lenders certain changes to the Group's Revolving Credit Facility (RCF). Asa

result, the Group now has access to a combined £80m facility which matures in October 2024. The Group also currently
has access to £13m of finance lease facilities (£15m permitted under the RCF). As at 31 December 2022, the Group had
Non-Property Net Debt (including finance leases) of £76.Im, with £15.4m of headroom (calculated off bonk debt less cash)
under the RCF. The RCF is subject to quarterly financial covenant tests on leverage (net debt to Group Adjusted EBITDA
Less Normalised Rent), fixed chorge cover (Adjusted EBITDAR to Net Finance Charges and Normalised Rent) and minimum
liquidity. Whilst the going concern assessment covers the period to the end of June 2024, the Directors have considered
the fact that the Group's RCF facility is currently expected to expire in October 2024, and concluded that thereis a
realistic prospect that this will be extended or refinanced before that time.

Following the January and February 2023 peak trading period, closing membership at 28 February 2023 was 890,000
members, an increase of 8.4% on the position at 31 December 2022. However, demand has been impacted by the cost-of-
living pressures felt by many; and the Directors expect the current difficult macroeconomic environment ond consumer
behaviour to continue. As a result, we have taken a cautious approach to preparing the three-year financial plon that
underpins the going concern review.

The base case forecast for the period to 30 June 2024 anticipates continued growth in yields across the whole estate
as a result of pricing actions that have already been taken. However, modest increases in membership levels are driven
largely by the sites opened in 2022 and not by growth in the mature estate. In addition, the Directors have taken a more
measured opproach to new site openings throughout the plan period, with all new sites assumed to be self-financed.
Under this scenario, oll financial covenants are passed with a reasonable level of headroom ond the Group can operate
within its financing facilities.

The Directors have considered a downside scenario which anticipates a more significant cost-of-living downturn
throughout the period under review. Under this scenario, membership numbers in the mature estate start to deviate
from the base case from March 2023 such thot they are approximately 10% lower by the end of 2023, Yields do continue
to increase but at a much lower level than under the base case. Under this scenario, the number of new site openings is
reduced and discretionary performance-reloted bonuses removed to ensure that all financial covenants continue to be
passed and the Group continues to operate within its financing facilities.

The Directors have also considered a reverse stress test scenario to ascertain the extent of the downturnin trading
that would be required to breach the Group's banking covenants or liquidity requirements. Mitigating actions assumed
in this scenario include moving to a minimum level of maintenance and IT capital expenditure; reducing controliable
operating costs and marketing expenditure; and pausing the new site opening programme in order to preserve cash.
In this scenario, the number of new members each month would have to decline by 16.5% compared to the base case
(the equivalent of membership reducing to 73% of the February 2023 closing membership number) before the leverage
covenant would be breached in June 2024. However, the Group would remain within its liquidity limits.

In the event of a reverse stress test scenario, the Directors would introduce additional measures to mitigate the impact
on the Group's liquidity, covenonts and cosh flow, including: (i) further reductions in controllable operating costs,
marketing and capital expenditure; (i) discussions with lenders to secure additional debt facilities and/or covenant
waivers; (i) deferral of, or reductions in, rent payments to landlords; and (iv) the potential to raise additional funds from
third parties. The Directors consider the reverse stress test scenario to be highly unlikely.

Conclusion

The Board has reviewed the financial plan and downside scenarios of the Group and has a reasonable expectation that
the Group has adequate resources to continue in operational existence for the period to 30 June 2024. As a result, the
Directors continue to adopt the going concern basis in preparing the consolidated financial statements. In making this
assessment, consideration has been given to the current and future expected trading performance; the Group’s current
and forecast liquidity position and the support received to date from our lenders and shareholders; and the mitigating
actions thot can be deployed in the event of reasonable downside scenarios.

Climate change

In preparing the consolidoted financial statements, monagement has considered the impoct of climate change,
particularly in the context of the disclosures included in the Strategic Report and the stated net zero targets. These
considerations did not have a material impact on the financial reporting judgements and estimates, consistent with the
assessment thot climote change is not expected to have o significant impact on the Group’s going concern assessment
to 30 June 2024 nor the viability of the Group over the next three years.
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2. Summary of significant accounting policies continued
The following specific points were considered:

® we procure 100% renewable energy for all of our sites where we directly control the purchase of energy.

® the Group continues to reduce its carbon emissions and environmental impaoct by investing in the energy-efficient
design of our new sites, as well as in our existing estate.

® all of our gyms now have full LED lighting.

® our carbon emissions through electrical power consumption will reduce with the decarbonisation of the National
Grid and natural gas will eventually become our principal source of direct carbon emission. We now have 32 sites
operating successfully without gas for water heating and are continuing to roll out electric heat pumps to obviate the
requirement for gas. :

® inall cases, the expected costs and investment required during the Group’s strategic planning horizon have been
considered within the future cash flows included within the Group's three-year Plan which forms the basis of our going
concern and viability assessment, the goodwill and site impairment testing, and the assessment of the recoverability
of deferred tax assets.

Consolidation

Subsidiaries

A subsidiary is an entity controlied, either directly or indirectly, by the Company. Control is achieved when the Group
is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to aoffect those
returns through its power over the investee. Specifically, the Group controls an investee if and only if the Group has:

@ ‘power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee);

® exposure, or rights, to variable returns from its involvement with the investee; and
® the ability to use its power over the investee to affect its returns.

All subsidiaries are wholly owned.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses contro! of the subsidiary. Assets, liabilities, income and expenses of a
subsidiary acquired or disposed of during the year are included in the income statement from the date the Group gains
control and until the date the Group ceases to control the subsidiary.

All subsidiaries apply consistent accounting policies and all intra-Group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the Group are eliminated in full on consolidation.

The acquisition method of accounting is used to account for the acquisition of subsidiaries or business combinations
where trade and assets are acquired by the Group. The cost of an acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred or assumed at the dote of exchange. Identifiable assets ocquired
and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at
the acquisition date, irrespective of the extent of any non-controlling interest. The excess of the cost of acquisition over
the fair volue of the Group's share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition
is less than the fair value of the net assets of the subsidiary acquired, the difference is recognised directly in the income
statement. Subsequent changes to the fair value during the measurement period are treated as fair value adjustments
against the acquired net assets.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who is responsible for allocating resources and assessing
performonce of the operating segment, has been identified as the Board of Directors. The Group’s activities consist solely
of the provision of low cost, high quality, 24/7, no contract gyms within the United Kingdom, traded through 229 sites at

31 December 2022. It is managed as one entity and management has consequently determined that there is only one
operating segment.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

2. Summary of significant accounting policies continued

Segment results are measured using earnings before interest, tax, depreciation, amortisation, share based payments
costs and non-underlying items. Segment assets are measured at cost less any recognised impairment. All revenue
orises in and oll non-current assets are located in the United Kingdom. The accounting policies used for segmental
reporting refiect those used for the Group.

Revenue
Revenue, which is stated excluding value added tax and other sales-related taxes, is measured at the fair value of the
consideration receivable for goods and services supplied.

Revenue from memberships comprises monthly membership fees, non-refundable joining fees and longer term
membership fees. Longer term membership fees comprise student memberships which typically cover a nine-month
period, pay up front memberships which typically cover a six- or nine-month period and corporate annual membership.
All membership income (being the membership fee and the joining fee) is recognised straight-line over the period that the
membership relates to, with any subscriptions in advance of the period in which the service is provided being recorded as
a contract liability in the statement of financial position.

Rental income from personal trainers, which represents amounts paid by standalone personal trainers to operate their
business from our gyms, is recognised on a straight-line basis over the term of the rental agreement.

Other income, which includes the sale of goods through vending machines, is recognised at the point in time when control
of the goods transfers to the customer.

Contracts with customers are non-complex and do not require any significant accounting judgements or estimates.

Cost of sales and gross profit
Cost of sales comprises costs arising in connection with the generation of ancillary revenue as well as call centre costs
and payment processing costs. Therefore gross profit is before costs associated with operating the gyms.

Other income and government grants
Other income comprises government grants receivable, research and development tax credits and other non-
membership-related income.

Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

They are recognised in profit or loss on a systematic basis over the periods in which the Group recognises the related
costs which the grants are intended to compensate. Specifically, government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire non-current assets (including property, piant and equipment) are
recognised as deferred income in the consolidated statement of financial position and tronsferred to profit or loss on o
systematic and rational basis over the useful lives of the related assets.

Government grants thot are receivable as compensation for expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no future related costs are recognised in profit or loss in the period
in which they become receivable.

Where the income relates to a distinct identifioble expense, the income is offset against the relevont expense. Where an
expense is not distinctly identifiable, or the income relates to multiple expenses, the income is recognised within Other
income.

Non-underlying items

Non-underlying items are income or expenses that are material by their size and/or nature and are not considered to
arise in the normal course of business. The Directors consider that these items should be disclosed separately on the
face of the income statement (but within their relevant category) to allow a more comparable view of underlying trading
performance.

Non-underlying items include restructuring and reorganisation costs (including site closure costs), costs of major
strategic projects and investments, impairment of assets, amortisation and impairment of business combination
intangibles, profit/loss on disposal of businesses, remeasurement gains or losses on borrowings, and refinancing costs.

Profit before non-underlying items is used to colculote adjusted eornings per share and is reconciled to profit before
taxation on the face of the income statement. Non-underlying items are disclosed in note 9.
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2. Summary of significant accounting policies continued

Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the net identifiable
assets of the acquired subsidiary or the Group's share of trade and assets acquired in a business combination at the
date of acquisition. Goodwill on acquisitions is included in intangible assets. Goodwill is tested annually for impairment
gnd carried at cost less accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains and
losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold. Further information
in relation to impaoirment testing is provided in the ‘Impairment of non-financial assets’ section of this note.

20UDUIBA0L)

Customer lists

Customer lists acquired as part of a business combination are initially recorded at fair value. They have finite useful lives
and are carried at cost less accumulated amortisation and any recognised impairment. Amortisation is calculated using
the straight-line method to allocate the cost of customers lists over their estimated useful lives, which is the period the
Group expected to get value/benefit. The carrying value of customer lists is reviewed for impairment if events or changes
in circumstances indicate the carrying value may not be recoverable.

Computer software and licenses

Acquired computer software and licences are capitalised on the basis of the costs incurred to acquire and bring into

use the specific software. Certain costs incurred in connection with the development of software to be used internally,

or for providing services to customers, are capitalised once a project has progressed beyond a conceptual, preliminary
stage to that of application development. Development costs that are directly attributable to the design and testing of
identifiable ond unique software products controlled by the Group are recognised as intangible assets when the following
criteria ore met:
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® it is technically feasible to complete the software product so that it will be available for use;
management intends to complete the software product and use or sell it;

there is an ability to use or sell the software product; ]

it can be demonstroted that the software product will generate probable future economic benefits;

adequate technical, financial and other resources to complete the development and to use or sell the software
product are available; and

® the expenditure attributable to the software product during its development can be reliably measured.

Costs that qualify for capitalisation include both internai and external costs but are limited to those that are directly
related to the specific project. Computer software costs are included ot capitalised cost less accumulated amortisation
and any recognised impairment l0ss.

Amortisation is calculated to write down the cost of the assets on a straight-line basis over their estimated useful lives,
over three to five years. Useful lives are reviewed at the end of each reporting period and adjusted as appropriote. The
carrying value of computer software is reviewed for impairment if events or changes in circumstances indicate the
carrying value may not be recoverable.
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2. Summary of significant accounting policies continued

Property, plant and equipment

Property, plant and equipment are included in the finoncial statements at cost less accumulated depreciation and any
recognised impairment loss.

Depreciotion is calculated to write down the cost of the assets on a straight-line basis over the estimated useful lives
as follows: ,

® leasehold improvements over the shorter of the useful life and the term of the lease;
® fixtures, fittings and equipment between three and ten years;

@ gymand other equipment between five and ten years; and

® computer equipment three years.

The estimated useful lives are reviewed at the end of each reporting period and adjusted if appropriate. The carrying
values of property, plant and equipment are reviewed for impairment if events or changes in circumstances indicate the
carrying value may not be recoverable.

Assets under construction represents the costs incurred in the construction of gyms and are included in Property, plant
and equipment. No depreciation is provided on assets under construction until the asset is available for use.

Leases and Right-of-use assets

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group recognises a right-
of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except for
short term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets (such as small
items of office furniture and telephones). For these leases, the Group recognises the lease payments os an operoting
expense on a straight-line basis over the term of the lease unless another systematic basis is more representative of the
time pottern in which economic benefits from the leased assets are consumed.

Lease liabilities .
Lease liabilities are presented as a separate line in the Consolidated Statement of Financial Position.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, which is
generally the case for leases in the Group, the Group’s incremental borrowing rate is used, being the rate that the Group
would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar
economic environment with similar terms, security and conditions.

Lease payments included in the measurement of the lease liability comprise:

® fixed lease payments (including in-substance fixed payments) less any lease incentives receivable;

® variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date; and

® payments of penalties for terminoting the lease, if the lease term reflects the exercise of an option to terminate the
lease.

Lease payments to be made under reasonably certain extension options are also included in the measurement of the
liability. There are no variable lease payments nor residual value guarantees.

To determine the incremental borrowing rate, the Group:

® where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third-party finoncing was received;

® uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held by The Gym
Group, which does not hove recent third-party financing; and

® makes adjustments specific to the lease, e.g. term and security.

The leose liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the carrying amount to reflect the lease payments made.
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2. Summary of significant accounting policies continued
The Group remeasures the lease liability whenever:

® thereis a change in the Group's assessment of whether it is reasonably certain to exercise a purchase, extension or
termination option, in which case the lease liability is remeasured by discounting the minimum lease payments using
a revised discount rate at the effective date of the change in assessment;

® thelease payments change due to changes in an index or rate, in which cases the lease liobility is remeasured by

discounting the revised lease payments using an unchanged discount rate (unless the lease payments change is due
to a change in a flocting interest rate, in which cose a revised discount rate is used);

® thelease payments change due to a rent review, in which case the lease liability is remeasured by discounting the
revised lease payments using the original discount rate at the effective dote of the change inrent;

22UDUIBA0Y)

® thelease contract is modified and the lease modification is not accounted for as a separate lease, in which case the
lease liability is remeasured by discounting the revised lease payments using a revised discount rate at the effective
date of the modification.

When the lease liability is remeasured, an equivalent adjustment is made to the right-of-use asset, except in the case
of modifications resulting in a reduction in the scope of the lease, or in instances where doing so would reduce the
carrying amount of the right-of-use asset below zero. For a modification that fully or partially decreases the scope of
the lease, the carrying amount of the right-of-use asset is reduced to reflect partial or full termination of the lease and
any difference between that adjustment and the amount of the remeasurement of the lease liability is recognised in
profit or loss ot the effective date of the modification. In other coses, if the right-of-use asset is reduced to zero by a
remeasurement, any remaining amount of the remeasurement is recognised in profit or loss.
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Although the Group enjoys security of tenure as tenant in respect of certain of its lease arrangements, there are
conditions associated with these rights such that no unconditional right to extend the lease term exists.

Extension and termination options are included in a number of property leases across the Group. These are used to
moximise operational fiexibility in terms of managing the ossets used in the Group's operations. The mojority of extension
and termination options held are exercisable only by the Group and not by the respective lessor. When it is reasonably
certain that the Group will not exercise a termination option or will exercise an extension option, this assumption is
included within the calculation of the lease liability.

Incremental borrowing rate

The calculation of lease liabilities requires the Group to determine an incremental borrowing rate (IBR’) to discount
future minimum lease payments. Judgement has been applied to those leases entered into prior to November 2015 when
the Group listed on the London Stock Exchange and entered into a Revolving Credit Facility (RCF’), and which remain

on the 31 December 2022 balance sheet as right-of-use assets and lease liabilities. Prior to this the Group was under
private equity ownership, with its financing reflecting such ownership (including loon notes). As a consequence, there

was less observable data on which to assess the IBR of the Group during this time, hence there was an increased level of
Judgement in assessing on appropriate IBR for use in applying IFRS to pre-2015 leases. Post listing and refinancing of
the Group's bank facilities in October 2019, there was an increased level of observable data, including a market-based
margin, to indicate the credit spread on which the Group could borrow. This margin was then added to observable Bank of
England base or risk-free rates, such that the level of judgement on post-2015 leases, and in particular post-2019 leases,
is considered to be low.

Right-of-use assets

Right-of-use assets predominantly relate to property leases and are depreciated on a straight-line basis over the
shorter of the asset's useful life and the lease term. Right-of-use assets for non-property leases mainly relate to gym
equipment purchased on hire purchase contracts and are depreciated over the asset's useful life.

The Group recognises right-of-use assets at the commencement date of the lease (i.e. the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses
and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes:

the amount of the initial measurement of the lease liability;

ony lease payments made at or before the commencement date less any lease incentives received;
any initial direct costs; and

restoration costs.

The carrying values of right-of-use assets are reviewed for impairment if events or changes in circumstances indicate the
carrying value may not be recoverable. 1131
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2. Summary of significant accounting policies continued

Impairment of non-financial assets

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be impaired.
Under IAS 36, goodwill is allocated to the cash generating units (CGUs') on the basis of which CGU or group of CGUs

is expected to benefit from the business combination in which the goodwill arose identified according to operating
segments. As management has determined that the Group’s goodwill cannot be allocated to CGUs on a non-arbitrary
basis and thot the Group has just one operating segment and goodwill is not monitored at any lower level, then
consistent with the requirements of IAS 36, testing for goodwill impairment is performed at the operating segment level,
being the entire business.

Assets that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset's fair value less costs to sell and value in use.

Where the asset does not generate cash flows that are independent from other assets, the Group estimates the
recoverable amount of the CGU to which the asset belongs. CGUs are identified based on the lowest level aggregation of
asset from which largely independent cash inflows are generated. This can be a single gym or, in a number of instances,
a group of gyms which are geographically closely located where the cash inflows from each individual gym are not
generated largely independent of other gym sites within the surrounding geographical area. Any impairment charge is
recognised in non-underlying items in the income statement in the period in which it occurs.

Impoirment losses relating to goodwill cannot be reversed in future periods. At each reporting date, an assessment is
made as to whether there is any indication that a previously recognised impairment loss for assets other than goodwill
no longer exists or has decreased. If there is any such indication, the recoverable amount of the asset is recalculated
and the impairment loss reversed. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in non-underlying items in the
income statement unless the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation
increase and recognised as a separate reserve within equity.

Further information on impairment testing is provided in notes 3, 14,15 and 16.

Financial instruments

Fair value hierarchy

IFRS 7 requires fair volue measurements to be recognised using a fair value hierarchy thot refiects the significance of the
inputs used in the value measurements:

Levell:  quoted prices in active markets for identical assets or liabilities

Level 2.  inputs other than quoted prices included within Level 1that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices)

Level 3. inputs for the asset or liability that are not based on observable market data (unobsérvoble market data)
There were no transfers between levels throughout the periods under review.

Financial assets (excluding derivative financial instruments)
The Group classifies its financial ossets as those to be measured ot amortised cost, those recognised at fair value
through profit and loss and those recognised at fair value through other comprehensive income.

The Group measures its trade and other receivables and cash and cash equivalents at amortised cost. Subsequent to
initial recognition, these assets are carried at amortised cost using the effective interest method. Income from these
financicl assets is calculated on an effective yield basis and is recognised in finance income in the income statement.

Due to the Group's upfront payment model, it has limited exposure to credit losses.

Investments in unquoted equity securities are designated as fair value through other comprehensive income if they are
held as long term strategic investments that are not expected to be sold in the short to medium term. Any changes in fair
value of those assets are recognised in other comprehensive income and are not recycled to profit or loss.
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2. Summary of significant accounting policies continued
Debt instruments that meet the following conditions are measured subsequently at amortised cost:

@ the financial asset is held within o business model whose objective is to hold financiol assets in order to collect
contractual cash flows; and

® the controctual terms of the financial asset give rise on specified dotes to cash flows thot are solely payments of
principal and interest on the principal amount outstanding.
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All other financial assets are measured subsequently at fair value through profit or loss (FVTPL).

Financial assets are presented as current assets, except for those with maturities greater than 12 months ofter the
reporting date which are classified as non-current assets.
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Financial liabilities (excluding derivative financial instruments) 25

The Group's financial liabilities comprise trade and other payables, other financial liabilities (including contingent ‘5; g-

consideration) and borrowings. 2°
(7]

The Group initially recognises its financial liabilities at fair volue net of tronsaction costs where applicable and, other
than derivatives and contingent consideration, they are subsequently measured at amortised cost using the effective
interest method. Transaction costs are amortised using the effective interest method over the maturity of the loan.
Contingent consideration is subsequently measured at its fair value, which is reassessed at each reporting period, and
any fair value movement is recognised in non-underlying items in the income statement.

(+)

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income earned on temporary investments of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in finance costs in the income statement in the period in which they are incurred.

Derivative financial instruments and hedging activities

The Group's activities expose it to financial risks ossocioted with movements in interest rates. The use of financial
derivatives to hedge the exposure are approved by the Board and the Group does not use derivative financial instruments
for speculative purposes. As at 31 December 2022, there were no derivatives or hedging arrangements remaining in place.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of each reporting period. The accounting for subsequent changes in fair value
depends on whether the derivative is designated as a hedging instrument, and, if so, the nature of the item being hedged.

At the inception of the hedge relationship, the Group documents the economic relationship between hedging
instruments and hedged items including whether changes in the cash flows of the hedging instruments are expected to
offset changes in the cosh flows of hedged items.

The effective portion of changes in the fair value of derivatives thot are designoted and qualify as cosh fiow hedges -
is recognised in other comprehensive income and accumulated under the heading of hedge reserve within equity. The
amount is limited to the cumulative change in fair value of the hedged item from inception of the hedge. The gain or loss
relating to the ineffective portion is recognised immediately in finance costs in the income statement.
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Amounts previously recognised in other comprehensive income ond accumulated in equity ore reclassified to profit or
loss in the periods when the hedged item affects profit or loss, i.e. the gain or loss relating to the effective portion of

the interest rate hedging contracts is recognised within finance cost in the income statement ot the same time as the
interest expense on the hedged borrowings. However, when the hedged forecast transaction results in the recognition
of a non-financiol asset or a non-financial liability, the gains and losses previously recognised in other comprehensive
income and accumulated in equity are removed from equity and included in the initial measurement of the cost of the
non-financial asset or non-financial liability. This tronsfer does not affect other comprehensive income. Furthermore, if
the Group expects that some, or all, of the loss accumulated in the cash flow hedging reserve will not be recovered in the
future, that amount is immediately reclassified to profit or loss.

The Group also enters into structured wholesale energy market contracts for the procurement of electricity and

natural gas. It does this by buying energy directly from the wholesale market to cover operational energy requirements.
All contracts ore entered into and continue to be held to receive or deliver the energy in accordance with the Group’s
expected usage requirements ond all contracted quantities ore actually physically supplied with no financiol settlement
prior to, or at, maturity. As such, the Group applies the own use exemption in IFRS @ with regards energy market contracts
and recognises the contracted cost of energy in the consolidated income statement when the energy is consumed.

Pensions

The Group operates defined contribution pension schemes and pays contributions to publicly or privately administered
pension plans. The Group has no further payment obligations once the contributions have been paid. The contributions
are recognised as an employee benefit expense when they are due.

Share based payments

The Group operates a number of share based arrangements for employees. Equity-settled share based payments are
measured at the fair value of the equity instruments ot the grant date, which excludes the effect of non-market based
vesting conditions. The fair value at the grant date is recognised as an expense on a straight-line basis over the vesting
period, based on the Group's estimate of the number of equity instruments that will eventually vest. The estimate of the
number of awards likely to vest is reviewed at each balance sheet date up to the vesting date, at which point the estimate
is adjusted to reflect the actual outcome of awords which have vested. No adjustment is made to the fair value ofter the
vesting date even if the awards are forfeited or not exercised.

Inventories
Inventories are carried at the lower of cost and net realisable value.

Trade and other receivables

Trade and other receivables comprise rental income due from personal trainers, room rental income, advertising income
and amounts due from landlords in respect of contributions towards building work. They are initially measured at
transaction price. Subsequently, trade and other receivables are measured at amortised cost. The loss allowance for
trade receivables and accrued income is measured using the simplified approach (lifetime expected credit losses).

Cash and cash equivalents
Cash ond cash equivalents comprise cash at bank, short term deposits held on call with banks and other short term,
highly liquid investments with original maturities of three months or less.

Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Trade and other payables are classified as current liabilities if payment is due within one year.

If not, they are presented as non-current liabilities. Trade and other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

Taxation

Current taxation

Current tox assets and liabilities for the current and prior periods are measured ot the amount expected to be recovered
from, or paid to, the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted at the balance sheet date. Income tax relating to items recognised in comprehensive
income or directly in equity, is recognised in comprehensive income or equity and not in the income statement.
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2. Summary of significant accounting policies continued

Deferred taxation

Deferred income tax is provided using the liability method on all temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes ot the balance sheet date, with the
following exceptions:

® where the temporary difference arises from the initial recognition of goodwill or of an asset or liability ina
transaction that is not a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss;

® inrespect of taxable temporary differences associated with investments in subsidiaries, where the timing of the
reversal of the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future; and

® deferred income tox assets are recognised only to the extent that it is probable that taxable profit will be available
against which deductible temporary differences, carried forward tox credits or tax losses can be utilised.

82UDUIBACY)

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient toxable profit will be available to allow all or part of the asset to be recovered.
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The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities. Deferred income tox assets and liabilities are measured at the tox rates thot are
expected to apply in the period when the asset is realised or the liability is settled, based on tax rates and tax laws that
have been enacted or substantively enacted at the balance sheet date.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past event; it is
probable that an outflow of resources will be required to settle the obligation; and a reliable estimate can be made of the
amount of the obligation. Provisions are measured at the present value of the expenditure expected to be required to
settle the obligotion using o pre-tox rate that reflects current market assessments of the time volue of money and risks
specific to the obligotion. The increase in the provision due to the passage of time is recognised os a finance cost.

A dilapidations provision is recognised when there is a present obligation relating to the maintenance of leasehold
properties. The provision is based on management'’s best estimate of the cost of meeting this obligation.

Dividends
Dividends payable by the Company are recognised on declaration.

3. Significant accounting judgements, estimates and assumptions

The preparation of the financial statements in accordance with [FRS requires estimates and assumptions to be

made that affect the value at which certain assets and liabilities are held at the balance sheet dote and also the
amounts of revenue and expenditure recorded in the period. The Directors believe the accounting policies chosen are
oppropriote to the circumstances and thot the estimates, judgements ond assumptions involved in its financial reporting
are reasonable.

Accounting estimotes made by the Group's management are based on information available to management at the time
each estimate is made. Accordingly, actual outcomes may differ materially from current expectations under different
ossumptions and conditions. The significont judgements that monogement has made in applying its accounting

policies and the estimates and assumptions for which there is a significant risk of @ materiol adjustment to the financial
statements within the next financial year are set out below.

Critical judgements

Determination of CGUs for goodwill impairment testing

The Group's activities consist solely of the provision of low cost, high quality, 24/7, no contract gyms within the United
Kingdom, traded through 229 sites as ot 31 December 2022. All gyms operate under ‘The Gym Group’ brand including
gyms acquired through business combinations. Under IAS 36, goodwill is allocated to the cash generating units (CGUs’)
on the basis of which CGU or group of CGUs is expected to benefit from the business combination in which the goodwiill
arose. However, management has determined that the Group's goodwill cannot be allocated to CGUs on a non-arbitrary -
basis. Further, the Group has determined that it has a single operating segment and goodwill is not monitored at any
lower level. Therefore, consistent with the requirements of I1AS 36, testing for goodwill impairment is performed at the
operating segment level, being the entire business.
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Determination of CGUs for property, plant and equipment and right-of-use assets impairment testing
Annually, management consider indicators of impairment to determine if an impairment assessment is required

for property, plant and equipment, right-of-use assets and intangible assets other than goodwill. Where indicated,
management identifies the CGU into which an asset belongs. Individual ossets generally do not generote independent
cash inflows, and therefore they must be tested at the level of the CGU. In many cases, individual gyms are considered

to generate lorgely independent cash flows and therefore are considered to be a single CGU for impairment purposes.
However, there are some instances where a number of sites may be interdependent in generating cash flows. This is the
case where some gyms in a geographic location have a higher proportion of LIVE IT members who frequently visit other
gyms in the same geographic location. In these instances, there is significant trading interdependency and the cash
inflows from each individual gym ore not generated largely independent of each other. In these instances, these gyms
are grouped together and considered to be one CGU for impairment assessment purposes. There is judgement required
to determine which sites are largely independent and which gyms are interdependent on each other. If no grouping of
sites was assumed, the additional impairment recognised in the financial year ended 31 December 2022 would have been
£8.8m in relation to six sites. Further information'is provided in note 15.

Sources of estimation uncertainty

Impairment testing

The recoverable amount of the Group's CGUs is typically based on value-in-use calculations. This method requires the
estimation of future cash flows and the determination of a pre-tax discount rate in order to calculate the present value
of the cash flows. Discount rates reflect the estimated return on capital employed required by on investor. This is also the
benchmark used by management to assess operating performance and to evaluate future capital investment proposals.
The pre-tax discount rate is derived from the Group's post tax weighted average cost of capital. Changes in the discount
rate are calculated with reference to latest market assumptions for the risk-free rate, equity market risk premium ond the
cost of debt.

Where an impairment loss is identified, it is allocated to the assets of the CGU on a pro rata basis to their carrying
amount, subject to the limitation that the carrying amount of an asset cannot be reduced below the highest of fair value
less costs of disposal, value-in-use or zero. Due to the ability to sublease the right-of-use assets, these have a measurable
fair value less costs of disposal and, as a result, this restriction results in the right-of-use asset being written down only

to its recoverable amount based on fair value less costs of disposal. Any remaining amount of the impairment loss that
would otherwise have been allocated to the right-of-use asset is allocated instead pro rata to the other assets of the unit.
More information, including key assumptions and carrying values, is included in notes 14,15 and 16.

Whilst the Directors have currently assessed that reasonably possible changes in key assumptions are unlikely to cause
on impairment in the carrying value of goodwill, estimates of future cash flows and the determination of discount rates
applied to those cash flows could change in the longer term such that an impairment arises. Further, the Directors have
currently assessed that the carrying value of property, plant and equipment is sensitive to reasonably possible changes
in key assumptions - see note 15 for further details. In addition, estimates of future cash flows and the determination of
discount rates applied to those cash flows could change in the longer term such that an impairment arises in relation to
other CGUs.

Provisions

Provisions are made for dilapidations in respect of leased premises. The recognition and measurement of these
provisions require estimates to be made in respect of uncertain events and amounts, with the key sources of estimation
uncertainty relating to whether a restoration obligation will arise, the amount and timing of future cash flows required to
settle any restoration obligotion assessed as arising, and, to a lesser extent, the discount rate applied to those estimated
cash flows. Any difference between expectations and the actual future liability will be accounted for in the period when
such determination is made. Management has determined that the likelihood of a liability arising is not probable in
relation to 196 of the Group's 229 gym sites as at 31 December 2022 as the Group enjoys security of tenure as tenant

and therefore is unlikely to give up a site where it is trading profitably. If circumstances indicate otherwise the Group will
recognise an appropriate provision.

If the future cost of restoration for those sites where a provision is currently recognised was to increase by 10% across
these sites, the provision at 31 December 2022 would increase by £0.2m. If a provision was required for a site where the
Group does benefit from security of tenure, the provision at 31 December 2022 would increase by £01m. A ten basis points
change in the discount rate would not have a material impact on the provision recognised at 31 December 2022.

Details of dilapidation provisions recognised are set out in note 23,
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4. New and amended IFRS standards

New and amended IFRS standards that are effective for the current year

The Group applied for the first time certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2022 (unless otherwise stated). The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

Reference to the Conceptual Framework - Amendments to IFRS 3
The amendments replace a reference to a previous version of the IASB's Conceptual Framework with a reference to the
current version issued in March 2018, without significantly changing its requirements.
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The amendments add an exception to the recognition principle of IFRS 3 Business Combinations to avoid the issue of
potential day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of IAS 37

@
Provisions, Contingent Liabilities and Contingent Assets or IFRIC 21 Levies, if incurred separately. The exception requires Ff %1
entities to apply the criteria in IAS 37 or IFRIC 21, respectively, instead of the Conceptual Framework, to determine s S
whether a present obligation exists ot the acquisition date. The amendments also add a new paragraph to IFRS 3 to % 2'
clarify that contingent assets do not qualify for recognition at the acquisition date. E -

These amendments had no material impact on the consolidated financial stotements of the Group.

()

IFRS 9 Financial Instruments - Fees in the 10 per cent’ test for derecognition of financial liabilities

The amendment clarifies the fees thot an entity includes when assessing whether the terms of a new or modified financial
liobility are substantiolly different from the terms of the originol financial liability. These fees include only those paid or
received between the borrower and the lender, including fees paid or received by either the borrower or lender on the
other's behalf. There is no similar amendment proposed for IAS 39 Financial Instruments: Recognition and Measurement.

This amendment had no material impact on the consolidated financiol statements of the Group.

There were no other standards and amendments that became effective in the period, that apply to the consolidated
financiol statements of the Group.

New and revised IFRS standards that are in issue but not yet effective
At the date of authorisation of these financial statements, the Group hos not applied the following new ond revised IFRS
standards that have been issued but are effective for reporting periods beginning on or after 1January 2023:

Amendments to IAS 1 Classification of Liabilities as Current or Non-current
Amendments to IAS 1and IFRS Practice Disclosure of Accounting Policies

Statement 2

Amendments to |AS 8 . Definition of Accounting Estimates

Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single

Transaction

The Directors do not expect thot the adoption of the Standards listed above will have a material impact on the financial
statements of the Group in future periods.
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5. Revenue

The principal revenue streams for the Group are membership income, rental income from personal trainers and ancillary
income.

Membership income comprises monthly membership fees, non-refundable joining fees and longer term membership

fees in relation to student, pay up front and corporate memberships. Rental income from personal trainers represents
amounts paid by standalone personal trainers to operate their business from our gyms. Ancillary income includes income
from the sale of goods through vending machine, advertising income through the use of media screens and the sale of
day memberships.

The majority of revenue is derived from contracts with members and all revenue arises in the United Kingdom.

Disaggregation of revenue
In the following table, revenue is disaggregated by major products and service lines and timing of revenue recognition.

+ 31December 2022 31December 2021
L £m £m
Major products/service lines ) .
Membership income 162.5 100.8
Rental income from personal trainers T T 78 4.0
Ancillary income A 26 12
| © 1729 | 106.0
Timing of revenue recognition
Products transferred at a point in time 31 1.8
Products and services transferred over time 169.8 104.2
f - o 1729 106.0
Liabilities relating to contracts with customers )
Contract liabilities (note 20) ' (11.0) (8.4)
Revenue recognised that was included in contract liabilities in the prior year . .

Membership income , 8.4 6.4

Contract liabilities relate to membership fees received at the start of a contract, where the Group has the obligation
to provide a gym membership over a period of time and are included within trade and other payables (see note 20).
The contract liability balance increases as the Group's membership numbers increase. The Group does not receive any
consideration greater than 12 months in advance from members. Hence the total contract liability as at 31 December
2021 of £8.4m has been recognised as revenue during the year ended 31 December 2022.
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6. Other income

: SlDecember2022 ;  31December 202!

. £m | . £m
Research and development tax credits 4 0.4 - g
Government grants receivable towards work placements (note 8) f 0.1 i 0.2 @
Government grants receivable for the purpose of immediate financial support 1 - 71 a
Other | 0.3 - §

i 08! 73

During the prior year, the Group received £71m of direct local government grants as a result of the Covid-19 pandemic
to provide immediate financial support for businesses thot were forced to cease operations or close as a result of local
restrictions. These gronts were recognised in profit or loss in Other income at the same time os the reloted costs were
recognised. The grants were received solely as compensation for costs incurred in the year and as such there are no
future reloted costs in respect of them.

$3UBWAIDLS
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7. Operating expenses
Operating expenses comprise the following:

()

31December 2022 31December 2021
) £m £m
Underlying employee costs (note 8) 37.6 31.6
Site costs (excluding employee costs)’ 59.3 410
Central support office costs (excluding employee costs)2 5.0 59
(Profit)/loss on disposal of property plant and equipment (0.4) 0.4
Auditors’ remuneration costs:
Fees payable for the audit of the Group's annual accounts 0.2 0.1
Audit of the Group's subsidiaries pursuant to legislation 0.1 0.1
Underlying operating expenses before depreciation, amortisation and
impairment 101.8 79.1
Non-underlying operating expenses before depreciation, amortisation and
impairment (note 9) 4.4 2.3
Operating expenses before depreciation, amortisation and impairment | 106.2 814

1 Site costsinclude the fixed and variable costs of running the Group's gyms and include rates and services charges, cleaning costs, utilities, repairs ond
maintenance, site technology costs, morketing costs and insurance.

2 Centrol support of fice costs largely comprise central technology costs and professional fees.

In 2022, the Group received government assistance in the form of a 66% discount on business rates (subject to a
maximum of £2.0m per business) for businesses in the retail, hospitality and leisure sectors in Englond for the period
1June 2021 to 31 March 2022. In the prior year, the Group benefitted from a business rates holidoy for these sectors
covering the period from 1 January 2021 to 30 June 2021. The value of business rates saved during the year ended
31December 2022 was £11m (2021 £8.2m).
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8. Employee information

" 31December2022 |  31December 2021

’ €m ¢ £m
Wages and salaries { 334 304
Social security costs 29 ' 21
Employers’ pension costs 0.7 ‘ 05
Share based payments (note 26) 1.4 | 29
Government grants ' (0.5), (4.0)
Underlying employee costs : 379 ‘ 319
Non-underlying employee costs ! 0.3 ] 0.3
Employee costs ! 38.2 § 322

Included within employee costs in 2022 is £0.3m (2021: £0.3m) which has been included within cost of sales in the
consolidated income statement. '

The Group participated in the Kickstart scheme offered by the Government to combat youth unemployment. Under this
scheme, the Group received financial support in order to offer six-month work placements for young people aged 16-24
who are claiming Universal Credit in the form of a one-off grant per person employed to cover setup costs. Government
support income is recognised evenly over each six-month placement term. In 2022, £0.5m was received as a contribution
towards salary costs and has been netted off against employee costs in the income statement (2021: £0.6m). A further
£01m (2021: £0.2m) represents a grant towards training costs and has been recognised in Other income. There are no
balances in deferred income related to this grant (2021: £01m) and there is no outstanding balance receivable related to
this grant as of 31 December 2022 (2021 £nil).

In 2021, the Group received £3.4m as part of a government initiative to provide immediate financial support as o result
of the Covid-19 pandemic in the form of the Coronavirus Job Retention Scheme (‘CJRS'). This amount was netted off
employee costs in the income statement.

The average number of employees, including Directors, during the year was:

I S1December2022 |  31December 2021
! Number | Number
Operational { 1,848 | 1,873
Administrative | 187 ; 132
[ 2,035 | 2,005
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9. Non-underlying items

!" 3 l;;e—r.nia;_ 2022 " 31 December 2021

' £m { £m
Affecting operating expenses (before depreciation, amortisation and ‘ g
impairment) i : §
Costs of major strategic projects and investments i 4.6 1.8 a
Restructuring and reorganisation (income)/costs (including site closures) : (0.2)! 05 a

g (]
Total affecting operating expenses (before depreciation, amortisation and !
impairment) i 44| 23
Affecting depreciation, amortisation and impairment '
Impairment of property, plont and equipment, right-of-use assets and @
intangible assets , ’ 8.3 40 9
Amortisation of business combination intangible assets 0.2 | 0.2 '3‘

®
Total affecting depreciation, amortisation and impairment 8.5 4.2 3
<A

Total affecting operating expenses' 129 6.5
Affecting finance costs
Remeasurement of borrowings 0.9 0.8
Refinancing costs 0.1 0
Total affecting finance costs 1.0 09
Total all non-underlying items before tax 13.9 74
Tax on non-underlying items ! (1.5) (0.5)
Total non-underlying charge in income statement 12.4 l 69

1 Inaddition to the £4.4m of non-underlying items affecting operating expenses before depreciation, amortisation and impoirment, there was £0.9m of
cosh outflow in the year in relation to prior year creditors, bringing the total amount of cash flow on non-underlying operating items to £5.3m. Depreciation,
amortisation and impairment and remeasurement of borrowings are non-cash items.

The costs of major strategic projects and investments of £4.6m (2021 £1.8m) includes £4.0m (2021: £0.5m) in relation

to the Group's brand transformation. The total costs incurred in the year in respect of this project were £6.5m of which
£4.0m is reflected in the income stotement ond relotes to the relaunch of the brand and creation of the Group's visual
identity and marketing assets, and £2.5m is included in property, plant and equipment and relates predominantly to new
site signage. The remainder of the costs included in other strategic initiatives in the year largely relote to the integration
costs of the three sites acquired from Fitness First in March 2022.

The credit in restructuring ond reorganisotion costs in the year reflects lease surrender income ond costs associated
with the closure of a small number of gyms, together with the profit on remeasurement of one of the Group's leases. Also
included here are the costs associated with the various Board changes that occurred during the year.

Non-underlying costs affecting depreciation, amortisation and impairment in the year amounted to £8.5m (2021:
£4.2m), of which £8.2m (2021: £4.0m) relotes to the impairment of 13 sites where slower recovery from Covid-19 and
changes in hybrid working patterns have impacted on performance (see note 15 for further details). Also included here
is the amortisation of business combination intangibles acquired as part of the Lifestyle, easyGym and Fitness First
acquisitions.

Non-underlying items offecting finance costs omounted to £10m (2021: £09m) and largely reflect the remeasurement
of the Group's Revolving Credit Facility (RCF) following the changes agreed with the lenders.

Tax on non-underlying items represents the tax charge or credit arising on the Group’s non-underliying items caiculated
at the current tax rate.

14
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10. Finance costs

" 31December 2022

! 3) December 2021

1 £m £m
Bank loans and overdraft interest including amortisation of financing fees i 2.8 2.6
Lease interest ; 13.3 14.0
Movement in fair value of derivatives ; 0.2 -

: 16.3 | 16.6
Capitalised interest ‘ (0.2)! -
Underlying finance costs g 16.1 ': 16.6
Non-underlying finance costs i 10 | 09
Finance costs "7 17A] ‘l 17.5

Capitalised interest is recognised within leasehold improvements. The capitalisation rate used to determine the amount
of borrowing costs to be capitalised is the weighted average interest rate applicable to the Group's general borrowings

during 2022 of 4.5%.
11. Taxation
Tax on loss
31 December 2022 .l 31December 2021
£m | £m
Current income tax ) !
Current tax on losses in the year (0.1)‘. 0.3
Adjustments in respect of prior years 1 . l 0.3
Total current income tax f (0.1)‘ 0.6
Deferred tax ‘E
Origination and reversal of temporary differences (0.3)! 77
Change in tax rates 0.5 | 3.0
Adjustments in respect of prior years i - (2.5)
Total deferred tax ! 0.2 | 8.2
Tax credit i o1, 8.8
The standard rate of corporation tax applied to reported losses is 19% (2021: 19%).
Reconciliation of tax credit
3 Decemb-; 2022 1 31 December 2021
€m | £m
Loss before tax (19.4) 44.2)
Tax calculation ot standard rate of corporation tax of 190% 3.7 Q 8.4
Expenses not deductible for tax purposes 0.7 | 0.7
Change in tox rates l (0.4)' 3.3
Unrecognised tax losses (3.9)! -
Adjustments in respect of prior years - (22)
Tax credit 01’ 8.8
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1. Taxation continued
Deferred tax

Acceleroted
capital Intangible Share
allowances Losses assets schemes Other Total
£m £m £m £m £m £m
At 1January 2021 1.6 20 [(OR))] 1.2 29 7.6
Adjustments in respect of prior years (eA)) 0.4) - - - (2.5)
Recognised in income statement 05 7.2 01 ((OR)] - 77
(Charge)/credit to income statement due
to changes in tax rates 0.2) 25 - - 0.7 3.0
Recognised in equity - - - 0.3 - 0.3
At 31 December 2021 0.2) n3 - 1.4 3.6 16.1
Adjustments in respect of prior years 19 (1.8) Q.0) - - -
Recognised in income statement (0.9) 11 (0.3) ((OR))] (0.5) 0.3)
Business combinations (see note 13) 0.6 - - - - 0.6
(Charge)/credit to income statement due
to changes in tax rates - 0.5 - - - 0.5
Recognised in equity - - - 0.6) - 0.6)
|t 31 December 2022 a8 . om (04 = 07 31 16.3 |

Deferred tax assets have been recognised in respect of tax losses and other temporary differences where the Directors
believe it is probable that these will be recovered within a reasonable period. Short term timing differences are generally
recognised ahead of losses on the basis that they ore likely to reverse more quickly. In assessing the probability of
recovery, the Directors have reviewed the Group's three year finoncial plan that underpins both the Going concern and
Viability assessments, and the goodwill and property, plant and equipment impairment testing. The use of a three year
period is also consistent with that used to assess the longer term viability of the Group. The Directors believe this detailed
plan provides convincing evidence to recognise the amount of deferred tax assets that are forecast to be recovered over
this three-year period. In particular, and as disclosed in more detail in respect of going concern in note 2 and impairment
in notes 15 and 16, this plan anticipates continued growth in yields across the whole estate and additional members from
new site openings over the next three years. The Directors have also considered the impact of climote-related risks set
out in the Sustainability report on pages 50-53.

The trading losses incurred as a result of the Covid-19 pandemic, together with the introduction in March 2021 of the
temporary enhanced capital allowances regime (the super-deduction tax break), have resulted in significant tax losses to
carry forward which are not anticipated to be fully utilised during the three years covered by the Group's financiot plan.
Losses for which no deferred tax asset is recognised equate to £20.2m, resulting in an unrecognised deferred tax asset of
£51m using a 25% tax rate. There is no time limit for utilising trade losses in the UK.

A deferred tax asset has arisen on accelerated capital allowances, whereby the tax written-down value is higher than the
net book value. A deferred tax liability has arisen on intangible assets of £0.4m. Other deferred tax assets include timing
differences on the accounting for the various share schemes.

The Finance Act 2022 increased the corporation tax rate from 19% to 25% with effect from 1 April 2023. The deferred tax
assets and liabilities have been measured using the rates expected to apply in the reporting periods when the timing
differences reverse.

There are no material uncertain tax provisions at 31 December 2022 (2021: £nil). However, judgement has necessarily been
applied in estimating the impact and timing of utilisation of capital allowances and tax losses which could give rise to
prior period adjustments in future years.
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12. Loss per share

Basic earnings per share is colculoted by dividing the profit or loss attributable to equity shareholders by the weighted
average number of Ordinary shares outstanding during the year, excluding unvested shares held pursuant to The Gym
Group plc's share based long term incentive schemes (see note 26).

Diluted earnings per share is calculated by adjusting the weighted average number of Ordinary shares outstanding to
assume conversion of ali dilutive potential Ordinary shares. During the year ended 31 December 2022, the Group had
potentially dilutive shares in the form of share options and unvested shares issued pursuant to The Gym Group plc's share
based long term incentive schemes (see note 26).

ThoTTTTE T

: 31 December 2022 ; 31December 2021
Loss (Em) i [
Loss for the year attributable to equity shareholders ’ (19.3)! (35.4)
Adjustment for non-underlying items : 12.4 E 69
Adjusted loss for the year attributable to equity shareholders g (6.9)f (28.5)
Weighted average number of shares f . E
Basic and diluted weighted average number of shares ' 177,251,348 | 171,060,028
Loss per share (p) ' !
Basic and diluted loss per share P . (10.9): (20.7)
Adjusted basic and diluted loss per share i (3.9) 16.7)

At 31 December 2022, 6,804,605 share awards (2021: 5,260,315) were excluded from the diluted weighted average number
of Ordinary shares calculation because their effect would be anti-dilutive.
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13. Business combinations

On 22 March 2022, the Group acquired the trade and assets of three sites trading under the Fitness First brand. The
property lease agreements in respect of these gyms have been transferred to the Group and the gyms have been
rebranded to operate under The Gym Group brand. The details of the transaction, the purchase consideration, the net
assets acquired, and the goodwill arising are as follows: - ’

Fair value recognised
on acquisition

£m
Assets
Intangible.assets . 0.3
Property, plant and equipment 12

Right-of-use assets
Deferred tox assets

3 - e =

1=

¥ S
Liabilities )
Trade and other payables
Lease liabilities

Provisions

(AT
value 3

The Group measured the acquired lease liabilities using the present value of the remaining lease payments ot the date
of acquisition. The right-of-use assets were measured at an amount equal to the lease liabilities.

The sites contributed revenues of £1.3m and net loss of £01m to the Group’s results for the period from 22 March 2022 to
31 December 2022. The additional revenue that would have been recognised if the sites had been acquired on 1 January
2022 is £0.4m. No additional net profit or losses would have been recognised. .

The goodwill recognised is primarily attributed to the synergies and economies of scale expected from combining
each gym within the Group's operations, the premium associated with advantageous site locations, potential growth
opportunities offered by each gym and the assembled workforce. It will not be deductible for tax purposes.

Acquisition-related costs of £1.3m were incurred in 2021 and were treated as non-underlying items in the financiol
stotements for the year ended 31 December 2021. No additional costs have been recognised in 2022,
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14. Intangible assets

Computer
software and
Goodwill  Customer list Contract licences Total
£m £m £m £m £m
Cost
At 1January 2021 777 27 1.2 15.1 6.7
Additions - - - 5.2 52
At 31 December 2021 777 27 1.2 20.3 1019
Additions - - - 7.3 7.3
Business combinations 41 0.3 - - 4.4
Disposals - - 0.0 (7.3) 74
'At 31 December 2022 ' ' - 818 3.0 11 20.3 106.2 |
Accumulated amortisation
At 1 January 2021 - (2.4) (0.5) (7.4) (10.3)
Charge for the year - (0.2) - 5.4) 5.6)
At 31 December 2021 - (2.6) (0.5) (12.8) (59)
Charge for the year - [(OR)) [(OR))] 4.8) 5.0)
Impairment - - .0 - .0
Disposals - - - 7.3 7.3
Transfer to right-of-use assets - - 0.2 - 0.2
|At 31 December 2022 _ - 2.7) (0.5) (10.3) (13.5)]
Net book value
At 31 December 2021 77.7 0.1 0.7 75 86.0
[At31Docombora023 .. . T 818 0.0 " 033

Included within additions to computer software and licences in 2022 is £1.0m in relation to a collaboration agreement
with Fiit whereby Fiit granted The Gym Group a licence to provide certain products and content to LIVE IT members for
a period of five years. Also included within additions to computer software ond licenses in 2022 is £4.7m (2021: £3.0m) in

relation to the investment made into the Group's new digital platform.

Impairment test for goodwill

Goodwill is tested for impairment on an annual basis, or more frequently if events or changes in circumstance indicate

that the carrying value may be impaired.

The recoverable amount of goodwill has been determined based on a volue-in-use calculation using cash flow projections
based on the Group’'s three year plan. Cash flows beyond this period are extrapolated using an estimated growth rate of

3.0% (2021: 3.0%). All cash flows are discounted using a pre-tax discount rate of 8.5% (2021: 11.9%).

Membership growth, growth rates in subscription prices and increases applied to costs are the key assumptions

included within the Group' s three year plan. These have been modelled based upon a mixture of historical experience
and expected future performance. The impact of any future openings has not been included in the assessment as they
do not form part of the existing assets. The performance of any gyms expected to close have been included within the

calculation up to the point of closure.

In the years under review, management’s value-in-use calculations have indicated no requirement to impair and no

reasonably possible change in key assumptions give rise to an impairment. Further information on impairment is

provided in note 3.
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Fixtures, Gym and
Assets under Leasehold fittings and other Computer
construction improvements equipment equipment equipment Total
£m £€m £m £m £m £m

Cost
At 1Januaory 2021 2.3 1919 N3 84.5 3.6 293.6
Additions 19 16.4 0.2 25 0.7 217
Disposals o.n (1.5) - (0.5) - 0
Transfers (2.0) 19 - 0.1 - -
At 31 December 2021 2.1 2087 1.5 86.6 4.3 313.2
Additions 20 319 05 7.4 1.3 431
Business combinations - 11 - 0.1 - 1.2
Disposals - 2.6) (0.4) 4.2) - (7.2)
Transfers (1.8) 17 - -01 - -
At 31 December 2022 23 2408 16 90.0 56  350.3 |
Accumulated depreciation
At 1January 2021 - (63.0) (8.0) (48.4) 29) (122.3)
Charge for the year - 14.6) an (7.4) (0.5) (23.6)
Impairment - (2.8) - (0.4) - (3.2)
Disposals - 1.2 - 03 - 15
At 31 December 2021 - (79.2) (CA)) (559) 3.4) 147.6)
Charge for the year - (16.4) 09 (8.5) (C.6) (26.4)
Impairment - (2.2) - 0.3) - 2.5)
Disposals - 2.6 0.4 4.2 - 72
|At31December2022 . 0t - (952 (96 (605  (40)  (169.3)
Net book value
At 31 December 2021 23 129.5 2.4 30.7 09 165.6
|at 31December 2022 IS s TTTTEe T 998 T Tie T Tisio]

Included within additions for the year is £0.2m of capitalised interest (2021: £nil), and £6.2m of accrued capital
expenditure (2021: £2.2m). In the prior year, there was also £01m of capital contributions from landlords not yet received.

Impairment test for property, plant and equipment, right-of-use assets and other intangible assets
The Group reviews the carrying value of property, plant and equipment, right-of-use assets and intangible assets
(excluding goodwill) for indicators of impairment annually, or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired.

The recoverable omount of the Group's CGUs is typically based on value-in-use calculations. The value in use ot
31December 2022 was calculoted using the discounted present value of each CGU's expected future cash flows using
the Group's three year plan as the basis. Membership growth, growth rates in subscription prices and increases applied
to costs are the key assumptions included when determining the expected future cash flows of each CGU. These have
been modelled based upon a mixture of historical experience and expected future performance. A pre-tax discount rote
of 8.5% (2021:119%) was used to calculate the present value.

During the year a total impairment loss of £8.2m was recognised relating to 13 sites which have been particularly hard
hit by the Covid-19 pandemic and where recovery is slower than in the rest of estate. Of the total impairment charge

recognised in the year of £8.2m, £2.5m was allocated against property, plant and equipment and £5.7m was allocated
against right-of-use assets. The total recoverable amount of the affected CGUs was £7.7m.
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15. Property, plant and equipment continued

The impairment loss was allocated to the assets of the CGU on @ pro rata basis to their carrying amount, subject to the
limitation that the carrying amount of an asset cannot be reduced below the highest of fair value less costs of disposal,
value-in-use or zero. Due to the ability to sublease the right-of-use assets, these have a measurable fair value less costs
of disposal and, as a result, this restriction results in the right-of-use asset being written down only to its recoverable
amount based on fair value less costs of disposal. The remaining amount of the impairment loss that would otherwise
have been allocated to the right-of-use asset was allocated pro rata to the other assets of the unit. In restricting the
impairment charge recognised in respect of the right-of-use assets, their fair value less costs of disposal was calculated
on the basis of the cash flows thot could be realised by the Group through the sublet of the site, discounted using a post-
tax discount rate of 7.8% (2021: 9.8%).

Under the downside scenario prepared for the going concern assessment, a further impairment of £11m would arise

in relotion to property, plant and equipment and £0.4m in relation to right-of-use assets at the sites impaired. An
impairment charge of £0.1m in relation to property, plant and equipment at two sites and £0.6m in relation to right-of-use
assets at a further four sites totalling would also be recognised under the downside scenario.

Further information on impairment is provided in note 3.

16. Right-of-use assets and leases

The Group leases gym sites and its head office (Property leoses’) ond also enters into hire purchose and lease
agreements for gym equipment (Non-property leases'). Property leases are typically made for fixed periods of ten to 20
years but may have extension options as well. Non-property leases are typically made for fixed periods of three years.
Both property and non-property leases are recognised as a right-of-use asset with a corresponding liability ot the date
at which the leased asset is available for use by the Group.

(i) Amounts recognised in the consolidated statement of financial position
Property Non-property

leoses leases Total
£m £m £m
Cost .
At 1 January 2021 ' 3454 - 3454
Additions 42.8 7.2 50.0
At 31 December 2021 388.2 7.2 395.4
Additions 33.5 8.1 41.6
Business combinations 3.3 - 3.3
Disposals 4.5) - 4.5)
| At 31 December 2022 4205 15.3 435.8 |
Accumulated depreciation
At 1 January 2021 (89.8) - (89.8)
Charge for the year (23.3) ©.2) (23.5)
Impairment (09) - (09
At 31 December 2021 (M4.0) 0.2 M4a.2)
Charge for the year (26.5) (1.6) (28.1)
Impairment (5.7) - 5.7)
Disposals 18 - 1.8
Transfer from intangible assets (0.2) - 0.2)
At 31 December 2022 (144.6) (1.8) (146.4)i
Net book value
At 31 December 2021 274.2 7.0 281.2
"At 31 December 2022 2759 135 289.4 |




The Gym Group ple | Annual Report and Accounts 2022

16. Right-of-use assets and leases continued

During the year a total impairment loss of £8.2m was recognised relating to 13 sites which have been particularly hard
hit by the Covid-19 pandemic and where recovery is slower than in the rest of estate. Of the total impairment charge
recognised in the year of £8.2m, £2.5m was allocated against property, plant and equipment and £5.7m was allocated
agoinst right-of-use assets. The total recoverable amount of the affected CGUs was £7.7m. See note 15 for further

disclosure.

In 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases to provide relief to lessees
from applying IFRS 16 guidance on lease modification accounting for rent concessions arising as o direct consequence

of the Covid-19 pandemic.

Many lessors have provided rent concessions to lessees as a result of the Covid-19 pandemic. Rent concessions can
include rent holidays or rent reductions for a period of time, possibly followed by increased rent payments in future
periods. Applying the requirements in IFRS 16 for changes to lease payments, particularly assessing whether the rent
concessions are lease modificotions and applying the required accounting, could be practically difficult in the current
environment. The objective of the amendment is to provide lessees that have been granted Covid-19 related rent
concessions with practical relief, whilst still providing useful information about leases to users of the financiol statements.

As a practical expedient, a lessee may elect not to assess whether a Covid-19-related rent concession from a lessor is
a lease modification. A lessee that makes this election accounts for any change in lease payments resulting from the
Covid-19-related rent concession the same way it would account for the change under IFRS 16, if the change were not a
leose modification. The practical expedient applies only to rent concessions occurring as a direct consequence of the

Covid-19 pandemic.

As permitted by this concession, the Group has derecognised £0.5m (2021: £1.6m) of the lease liability that has been
extinguished by the forgiveness of lease payments on buildings. This has been netted off against operating expenses in

the consolidated income statement.

In the prior year, where landlords have agreed to permanently change the frequency of rental payments, the change in
the value of the lease liobility of £0.8m was recognised within finance costs in the consolidated income statement as all

changes impact solely on the interest charge related to the lease liability.

The split of lease liabilities between current and non-current is as follows:

31 December 2022 31 December 2021

£m £m

Current - 25.3 270
Non-current 325.1 3093
Total Lease liabilities 350.4 336.3

The total cash outfiow for leases in the year was £40.7m (£2021: £319m). The maturity analysis of lease liobilities is

as follows:

31 December 2022 31December 2021
£m £m
Within one year 404 39.
Greater than one year but less than two years 43.4 378
Greater than two years but less than three years 40.5 37.8
Greater than three years but less than four years 38.6 35.4
Greater than four years but less than five years 38.7 355
Five years or more 246.0 2427
447.6 4283

Less:unearned interest (97.2)] (92.0)
Total Lease liabilities 350.4 | 3363
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Financial statements

Notes to the consolidated financial statements continued
for the year ended 31 December 2022

16. Right-of-use assets and leases continued
(ii) Amountsrecognised in the consolidated income statement
The statement of profit or loss shows the following amounts relating to leases:

“31 December 2022

i ] 31 December 2021
N £m | £m
Lease liability derecognised under Covid-19 Rent Concession E (0.5)l (1.6)
Depreciation charge of right-of-use assets ' 28.1 235
Impairment of right-of-use assets , 5.7 09
Interest expense (included in finance cost) 4 13.3 { 14.0

There are no variable lease payments and no sublease income recognised in the consolidated income statement.

(iii) Extension and termination options

The Group has recognised lease extension options contained within the lease in the calculation of right-of-use assets
and lease liabilities at inception of the lease if management is reasonably certain to exercise the option to extend
the lease beyond its contractual term. In all other cases, a lease extension is only recognised when a lease is extended
beyond the original contractual term.

During the year, the Group has renegotiated four leases (2021: 12) which resulted in additional lease liabilities of £3.5m
being recognised (2021: £69m) and terminated two leases (2021: none).

(iv) Non-property lease facilities

At 31 December 2022, the Group had in place total facilities of £12.5m in respect of non-property lease arrangements
(2021 £9.5m) which it utilises to finance the fit-out of new gyms. As at 31 December 2022, the amount outstanding on this
facility was £11.5m (2021: £6.4m).

17. Investments in financial assets

On 3 February 2020, the Group purchased convertible loan notes in Fiit Limited for cash consideration of £1.0m.
Conversion was originally expected to take place within two years of issue giving the Group a small non-controlling stake
at a maximum valuation of £1.25m. During the year, a number of changes to the terms of the convertible loan notes have
been agreed, including the extension of the date of conversion to 15 July 2023 and changes to the circumstances in which
the loan notes moy be redeemed or converted. These notes are measured at fair value through profit or loss and the
carrying value at the end of the year was £1.0m (2021: £1.0m).

This is a level 3 valuation under the fair value hierarchy and was determined based on the performance of the business
post-acquisition against the business plan produced at the time of the investment. The business continues to build
strategic partnerships with a number of parties and is expected to continue to have adequate funding in place. As such,
the corrying omount is believed to appropriately reflect the fair volue. The range of sensitivity in the voluation at 31
December 2022 to reasonably possible changes in the assumptions used is not considered to be material.

18. Trade and other receivables (due in less than one year)

31December2022 | 31December 2021

£m | £m

Trade receivables i 0.6 0.8
Loss allowance { - -
! 0.6 08

Other receivables ' 0.7 0.6
Prepayments and accrued income ! 7.6 49
! 89 6.3
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19. Cash and cash equivalents

31 December 2022 31December 2021

£m £m

Cash at bank 0.5 3.3
Short term deposits 49 40
Cash and cash equivalents i 5.4 73

Cash and cosh equivalents earn interest ot floating rotes based on daily bank deposit rates. Short term deposits are

made for periods of one day and earn interest at the respective short term deposit rates.

20. Trade and other payables (due in less than one year)
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31December 2022 31December 202t

£m £m

Trade payables 8.0 2.3
Social security and other taxes - .20 25
Accruals . 17.6 17.0
Other payables .. 02 0.2
Contract liabilities (note 5) L no 8.4
| ' 38.8 30.4

21. Borrowings
The carrying value of the Group's bank borrowings at 31 December 2022 was £70.0m (2021: £44.3m).

The Group has in place a Revolving Credit Facility (RCF’) which is syndicated to a three-lender panel of NatWest, HSBC
and Banco de Sabadell. Until May 2022, the Group had £100m of available facilities under the RCF and it was due to

mature in 2023.

iIn May 2022, the Group agreed changes to its RCF facility with its lenders which included a one-year extension of Facility

A (£70m) to October 2024 the cancellation in full of the temporary Facility B (£30m) and replacement with a new £10m

Facility to October 2024; and further relaxation of finance lease restrictions.

Facility A and Facility B had been accounted for as a single facility totalling £100m. The Group has applied the
requirements of IFRS 9 to determine whether the changes made constitute a significant modification to the facility and
management has concluded that the new agreement represents a single loan agreement for an RCF totalling £80m
ond that the change is not o substantiol modification as the revised cash flows are below 10% of the original focility.
Consequently, the existing liability has been remeasured to amortised cost using a revised effective interest rate.

The funds borrowed under the RCF bear interest at a minimum annual rate of 2.85% (2021; 2.60%) above the Sterling

Overnight Index Average (‘'SONIA) plus a credit adjustment spread.

The average interest rate poid in the year on drawn funds under the facility is 4.46% (2021: 2.67%). Undrawn funds bear

interest at a minimum annual rate of 114% (2021: 091%).

The Group's borrowings are held at amortised cost using the effective interest method. Each reporting period, the
Group reviews its cash fiow forecasts and if these have changed since the previous reporting period, the borrowings are

remeasured using the original effective interest rate. Any remeasurement of borrowings is treated as non-underlying and

excluded from adjusted earnings.

The RCF is subject to financial covenants relating to leverage, fixed charge cover and minimum liquidity. -

At 31 December 2022, the Group had drawn down £700m under the RCF (2021: £45.0m), leaving £10.0m (2021: £55.0m)

undrawn and available. The £70.0m is repayable in October 2024.
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Financial stafements

Notes to the consolidated financial statements continued

for the year ended 31 December 2022

22. Financing liabilities

Cashand cash Non-property Property lease Total lease
equivalents Borrowings lease liabilities liobilities liabilities
£m £m £m £m £m
At 1January 2021 3.7 (49.2) - (306.3) (306.3)
Cash flows 3.6 6.0 - - -
Non-cash changes to
amortised cost - an - - -
IFRS 16 - - 6.4) (23.6) (30.0)
At 31 December 2021 7.3 (44.3) 6.4) (3299) (336.3)
Cash flows (@A) (25.0) - - -
Non-cash changes to
amortised cost - 0.7 - - -
IFRS 16 - - (5.0) .0 4.0
'At 31December 2022 54 . (70.0) .4) (339.0) (350.4)!

Non-cash changes to amortised cost comprises accrued interest using the effective interest rate method and

remeasurements arising from refinancing.

The IFRS 16 movements in non-property lease liabilities represent the net movement in lease payments of £3.6m
(2021: £09m) offset by additions of £8.0m (2021: £7.2m) and finance costs of £0.6m (2021 £01m).

The IFRS 16 movemenits in property lease liabilities represent the net movement in lease payments of £37Im

(2021: £31.0m), disposals of £2.5m (2021 nil) and rent concessions of £0.5m (2021 £1.6m) offset by additions of £33.0m
(2021: £35.3m), modifications of £3.5m (2021: £70m) and finance costs of £12.7m (2021 £139m).

23. Provisions

Dilopidations Other Total
£m £m £m
At 1January 2021 12 01 13
New provisions 04 - 0.4
Release of provision - ©n [(OX))]
At 31 December 2021 1.6 - 1.6
New provisions 0.2 02 04
Business combinations - 0.5 05
Utilisation of provisions - ((OR)) [(OR))
;At 31 December 2022 1.8 0.6 2.4 |
Due in less than one year - - -
Due in more than one year 1.6 - 1.6
At 31 December 2021 1.6 - 1.6
Due in less than one year - 0.6 0.6
Due in more than one year 1.8 - 18
Pt 31 Decembser 2022 - RIS Vi I 0.6 2.4,

A dilapidations provision is recognised when there is a present obligation relating to the maintenance of leasehold
properties. The provision is based on management's best estimate of meeting this obligation, but the amount and timing
of this are uncertain. Subject to a new lease not being negotiated to extend the current lease term, dilapidations would
become payable between 2025 and 2040 with £01m expected to crystalise in the next five years, £0.8m crystallising in
between five and ten years ond the remainder crystallising in more than ten years.
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24. Financial instruments
Fair values

With the exception of the Group's borrowings, the carrying value of financiol assets and liabilities equal their fair value.
The carrying value of borrowings of £70.0m (2021: £44.3m) have a fair value of £70.0m (2021: £45.0m). The fair values of
finoncial derivatives and borrowings have been calculated by discounting the future cash flows at prevailing market

interest rotes. Other than the fair volue of financial assets at fair volue through profit and loss that are categorised os

Level 3, the fair value of all other financiol assets and liabilities are cotegorised as Level 2.

Capital risk management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going concern, to
provide returns for shareholders and benefits for other stakeholders, and to maintain an optimal capital structure and
cost of capital. In order to maintain or adjust capital, the Group may adjust the amount of dividends paid to shareholders,

return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as bank borrowings and non-property leases less cash and
cash equivalents. Total capital is calculated as equity (excluding own shares held and retained earnings) as shown in the
Consolidated Stotement of Financial Position plus net debt. The gearing ratios for the periods under review are as follows:
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31 December 2022 31December 2021

£m £m

Bank borrowings 70.0 450
Non-property leases ns 6.4
Less: cash and cash equivalents (5.4) (7.3)
Non-Property Net Debt 76.1 441
Total equity 229.7 229.6
Total capital 305.8 2737
25% 16%

Gearing ratio

Financial risk management
The Group has exposure to the following risks from its use of financiol instruments:

® Market risk
® Liquidity risk
® Creditrisk

This note presents information about the Group's exposure to each of the above risks, and the Group's objectives, policies
and procedures for measuring and managing risk. The Board of Directors has overall responsibility for the establishment

and oversight of the Group's risk management framework.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes
in market prices. The principal market risk aoffecting the Group is interest rate risk. Financial instruments affected by

market risk include borrowings, deposits and derivative financial instruments.

The sensitivity analysis in the following sections relates to the position as at 31 December 2022 and 2021. The analysis has
been prepored on the basis that the amount of net debt and the ratio of fixed to floating interest rates of the debt and

derivatives are all constant.
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for the year ended 31 December 2022

24. Financial instruments continued

Interest rate risk

The Group is exposed to interest rate risk becouse the Group's long term debt obligations are ot floating interest rates
based on GBP SONIA. The risk is sometimes managed by the Group through interest rate swap contracts and hedging
activities are evaluated regularly to align with interest rate views and defined risk appetite to ensure the most cost-
effective hedging strategies are applied. During the year, the Group had in place an interest rate swap contract which
was designated as a cash flow hedge. This derivative expired in September 2022 and as at 31 December 2022 the Group
did not have any interest rate hedging in place.

The Group is not expecting any reduction in interest rates over the next 12 months.

The increase in the loss before tax of a reasonably possible increase in interest rates is as follows:

- ’3_1 B}Qc;’m}er'z_c;;z' ! 31December 2021
P em | £m
Change in interest rates of 0.5% (2021 0.5%) E 0.4 I 0.2

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. Ultimate
responsibility for liquidity risk management rests with the Board of Directors. The Group manages liquidity risk
by continuously monitoring forecast and actual cash flows; matching the maturity profiles of financial assets and
operational liabilities where possible and maintaining adequate cash reserves.

The table below summarises the maturity profile of the Group's finoncial liabilities:

e —— - e e ————

31December 2022

——T

Within - - -+ Morethan .. .

1year Tto2years 2to5years Syears Total
! £m £m £m £m £m |
Trade and other payables f 25.8 - - - 25.8 E
Borrowings 5.6 741 - - 79.7 {
Lease liabilities 40.4 43.4 nz.s 246.0 447.6 |
| 7n8  wzs w8 2460 853

31December 2021
Within More than

Tyear 1to 2 years 2to5years 5years Total

£m £m £m £€m £m

Trade and other payables ) 19.4 - - - 19.4

Borrowings 12 46.0 - - 472

Lease liabilities 391 378 1087 2427 428.3

59.7 83.8 108.7 2427 4949

Creditrisk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily trode receivobles)
and from its financing activities, including deposits with banks and financial institutions, and other financial instruments.

The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by
international credit-rating agencies.

Due to the nature of the business requiring customers to pay in advance, there is little concentration of risk in trade
receivables due to the limited value of trade receivables due from large number of customers which are spread across
wide geographical areas. Trade receivable balances are written off when the balance is known not to be recoverable. and
expected credit losses are immaterial.
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25. Issued share capital and reserves

i 31Décember 2022 31 December 2021
% £m £m
Allotted, called up and fully paid &
Ordinary shares of £0.0001 each - - (o]
Own shares held e 3
Deferred Ordinary shares of £1each . 0d 01 a
The number of Ordinary shares in issue is as follows:
[ stDecember 2022 31 December 2021 e
Ordinary shares of £0.0001 each * 178,039,002 177,519,174 % §
Deferred Ordinary shares of £1each . '48,050 48,050 ‘gn Q
- o
3 —
®

In addition, 312,480 Ordinary shares of £0.0001 each are held by an employee benefit trust (2021: 232,044).

()

In July 2021, 11,350,000 Ordinary shares of £0.0001 each were issued at a price of £2.75 per share and raised gross
proceeds of £31.2m. The costs directly related to the transaction amounted to £09m. The proceeds of the share issue
were used to accelerate the Group's site rollout programme.

The following describes the nature and purpose of each reserve in equity:

Own shares held and capital redemption reserve

These reserves represent 48,050 Deferred Ordinary shares of £1 each repurchased by the Company on 12 November 2015
and Ordinary shores held in an employee benefit trust. The Deferred Ordinary shares constitute a separate, non-voting
class of shares which is held in treasury and not admitted to trading. The rights attached to the Deferred Shares are set
out in the Company's Articles.

Share premium
The amount subscribed for share capital in excess of nominal value.

Hedging reserve
The fair value movements on the effective portion of hedging instruments.

Merger reserve
The amount subscribed for share capital in excess of nominal value attracting merger relief under the Companies

Act 2006.

Retained earnings/deficit
The accumulated net gains and losses of the Group since inception.

Issued Share Capital and Capital Redemption Reserve are not included in the Consolidated Statement of Changes in
Equity because the balances in these reserves are less than £01m.
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26. Share based payments

The Group had the following equity-settled share based payment arrangements in operation during the year:

a) The Gym Group plc Performance Share Plan (PSP’)

b) The Gym Group plc Share Incentive Plan - Free shares (‘'SIP - Free Shares’)

c) The Gym Group plc Share Incentive Plan - Matching shares ('SIP’)

d) The Gym Group plc Restricted Stock Plan (RSA)

e) The Gym Group plc Long Service Award Plan (LSA)

f) The Gym Group plc Savings Related Share Option Scheme ('SAYE')

In océordonce with IFRS 2 Share Based Payment, the value of the awards is measured at fair value at the date of the
grant. The fair value is expensed on a straight-line basis over the vesting period, based on management's estimate of
the number of shares that will eventually vest. The Group recognised a total charge of £1.7m (2021: £2.4m) in respect of

the Group's share based payment arrangements and a credit related to employer’s national insurance of £0.3m (2021:
charge of £0.5m).

A summary of the movements in each scheme is outlined below:

Lapsed/ B;t-;;c;;:!;g“ “Exercisable |

Outstanding Granted concelled Exercised at 31 at 31 1

at 1 January during the during the during the December December ;

Scheme nome . 2022 year year year § 2022 2022

Performance Share Plan 3,613,320 1,244,092 (1,520,75) - } 3,327,237 378,888 I
Share Incentive Plan - Free shares 19,431 - - (3,048) ‘ 16,383 16,383
Share Incentive Plan - Matching shares 158,896 77,085 (M,548) (71729); 216,704 47,139

Restricted stock 1,604,628 1,272,508 (202,357)  (496,747); 2,178,032 316,047 |

Long Service Awards 4,358 2,750 - (4,358)‘ 2,750 - -1

Save as You Earn 882,569 857,360 (408,736) (18,749) l 1,312,444 52,386 °

6,283,002 3,453,795 (2142,816) (530,631)i7,063,550 810,843;

The exercise price of all options under the schemes held during the year is £0.01, with the exception of the SAYE scheme
where the exercise price ranges between 93.0p and 236.0p. 758,457 options were exercisable under the PSP, RSA and SIP
schemes as at 31 December 2022 (2021: 488,466) and 52,386 options were exercisable under the SAYE scheme (2021: nil).
No other options were exercisable as at 31 December 2022.

(a) Performance Share Plan )
The outstanding awards under the PSP as at 31 December 2022 will all vest within three years, subject to continued
employment and the achievement of certain performance targets.

For awords made in 2022 and prior to 2020, the torgets are based on TSR and finonciol performance measures with each
target contributing to 50% of the vesting conditions. For awards mode in 2022, the financiol performance measures are
Return on Invested Capital (ROIC") and Cumulative Adjusted Group Operating Cash Flow, with the awards being split
equally between these two measures. Prior to the 2019 owards all of the financial performance measures were bosed on
adjusted EPS targets, with the 2019 awards split equally between EPS and ROIC.

For awards made in 2021 and 2020, the performance targets are solely based on TSR, with 33.3% based on absolute
shareholder return and 66.7% based on relative TSR.

The vesting conditions of the Performance Share Plon awards are set out on page 101. The maximum term of these
awards is three years and settlement is in the form of shares.

The fair value of the ROIC, Cumulative Adjusted Operating Cash Flow and EPS elements was determined using the share
price at the date of grant.

The fair value of the TSR element of the award was estimated at the grant dote using a Monte Carlo simulation model,
taking into account the terms and conditions upon which the awards were granted. This model simulates the TSR and
compares it against the group of comparator companies. It takes into account historic dividends and share price
fluctuations to predict the distribution of relative share price performance.

The shares are potentially dilutive for the purposes of calculating diluted earnings per share.
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The following assumptions were used for options granted during the year:

Without holding period

With holding period

o

] 2022 | 2021 2022 | 2021 %

Weighted average share price at date ’ g

of grant £2.22 £2.32 £2.22 £2.32 3

Exercise price £0.0001 £0.0001 £0.0001 £0.0001 @
Expected volatility 61.75% 60.20% 54.25% 68.83%
Expected term until exercised 3 years 3 years Syears 5years
Expected dividend yield - - - -
Risk-free interest rate 1.57% 0.13% - 1.56% 0.42%

%)
b4
>
o)
[ d
®

Q.
O

The weighted average fair value of each award issued under this scheme during the year was £1.21(2021: £1.67). The
weighted average remaining contractual life was 8.0 years at 31 December 2022 (2021: 8.0 years).

(b) Share Incentive Plan - Free shares

The awards made under the SIP - Free Shares occurred when the Group floated on the London Stock Exchange and were
subject to continued employment requirements over a three-year period and had no performance conditions. Therefore,
the options vested in full at the end of the three-year period. No further awards have been issued. The shares are held by
on employee benefit trust ond are dilutive for the purposes of earnings per share.

SIUBWIIDIS
@ 3 1D)

The weighted average remaining contractual life was 3.3 years at 31 December 2022 (2021: 4.3 years).

(c) Share Incentive Plan - Matching shares

Under the matching shares award, for every share purchased by an employee the Company will award one matching
share, up to a maximum value. Therefore, the options vest in full at the end of the three-year period. The awards are
subject to continued employment requirements over a three-year period and have no performance conditions. The
shares are held by an employee benefit trust and are dilutive for the purposes of earnings per share.

The weighted average fair value of each award issued under this scheme during the year wos £1.60 (2021 £2.64) and wos
determined using the share price at the date of grant. The weighted average remaining contractual life was 1.2 years at
31December 2022 (2021: 1.3 years).

(d) Restricted stock

The outstanding awards under the RSA are subject to continued employment requirements over a two or three-year
period and have no performance conditions. Therefore, the options vest in full at the end of the period. The shares are
potentially dilutive for the purposes of calculating diluted earnings per share.

The weighted average fair value of each award issued under this scheme during the year was £1.53 (2021 £2.66) and was
determined using the share price at the date of grant. The weighted average remaining contractual life was 8.7 years at
31 December 2022 (2021: 8.4 years).

(e) Long Service Awards

The outstonding awards under the LSA are subject to continued employment requirements over a one-year period and
have no performance conditions. Therefore, the options vest in full at the end of the period. The shares are potentially
dilutive for the purposes of calculating diluted earnings per share.

The weighted average fair value of each award issued under this scheme during the year was £1.05 (2021: £2.61) and was
determined using the share price at the date of grant. The weighted average remaining contractual life was 09 years
(2021: 0.6 years) at 31 December 2022.

(f) Save as You Earn (SAYE) Scheme

Under the SAYE scheme, employees are allowed to acquire options over the Company's shares at a discount of up to 20%
of their market value at the date of grant. The awards are subject to continued employment requirements over a three-
year period and have no performance conditions. Therefore, the options vest in full at the end of the period. The shares
are dilutive for the purposes of earnings per share.

The weighted average fair value of each award issued under this scheme during the year was £0.56 (2021 £117) and was
determined using the share price at the date of grant. The weighted average remaining contractual life was 2.7 years
(2021: 2.5 years) at 31 December 2022.
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27. Commitments and contingencies

The Group had £0.8m of commitments that were contracted but not provided as at 31 December 2022 relating to
contracts for the fit-out of new gyms where works hove not yet commenced (2021: £29m).

28. Related party transactions
Identification of related parties
The ultimate holding company of the Group is The Gym Group plc, a company incorporated in The United Kingdom.

Closewall Limited is a company under the control of a family member of a Director, J Treharne, and provided services to
the Group in prior years. During the prior period, Closewall Limited provided services to the Group to the value of £11000.
There was no balance outstanding at 31 December 2022 (2021: £nil).

The subsidiaries of the Group are as follows:

Company Principal activity Country of incorporation Holding
The Gym Group Midcol Limited Holding company United Kingdom 100%
The Gym Group Midco? Limited Holding company United Kingdom 100%
The Gym Group Operations Limited Holding company United Kingdom 100%
The Gym Limited Fitness operator United Kingdom 100%
Derwent Fitness NW Limited’ Dormant United Kingdom 100%
Derwent Fitness GS Limited’ Dormant United Kingdom 100%

1 These subsidiories are in the process of being struck off; the process is expected to be complete by the end of March 2023.
The registered office of the subsidiaries is 5th Floor, OneCroydon, 12-16 Addiscombe Road, Croydon, CRO OXT.

Terms and conditions of transactions with related parties

The purchases from related parties are made at normal market prices. Outstanding balances at the year end are
unsecured, interest free and settlement occurs in cash. There have been no guarantees provided for any related party
payables. Payments to Closewall Limited are in respect of the provision of services.

Compensation of key management personnel
Key manogement includes the Directors as identified in the Directors' Report and members of the Group’s Executive
Committee. The compensation poid or payable to key management for employment services is shown below:

31December2022 : 31 December 202]

£m ; £m

Remuneration ‘ 16, 2.6
Termination benefits : , - 0.2
Company contributions to defined contribution pension scheme 01' 0.1
Share based payment charge : 0.8 : 12
5 25 41

At the current and prior year end, there were no outstanding loan balances owed by key management personnel. At the
year end, no balance (2021: £0.6m) was owed to key management personnel in respect of year-end bonuses.

Information regarding the highest paid Director is shown in the Report of the Remuneration Committee.

29. Dividends made and proposed

It is a condition of the Facility C of the Group's RCF that the Company shall not declare or pay a dividend until the facility
is cancelled in full. As such the Directors are not proposing a final dividend for the financial year 2022 (2021 £nil).
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w
Company statement of financial position g
[1]
as at 31 December 2022 Q.
O
r 31December 2022 | 31December 2021
Note § £m £m
Non-current assets i
Investments in subsidiaries 4 { 227.6 2259 g)
Trade and other receivables 5 ' 85.4 - S
Deferred tox asset ! 0.5 - é‘
Total non-current assets I 3135 | 2259 3
Current assets !
Trade and other receivables 5 3.0 65.5
Cash and cash equivalents 1 0.1 01
Total current assets ! 31 65.6 &
Total assets , 316.6 2915 g
Current liabilities e
Trade and other payables 6 4.3 7 &
Non-current liabilities ! @
Borrowings 7 70.0 | 443
Total liabilities | 74.3 51.4
Net assets ! 242.3 2401
Capital and reserves '
Own shares held 8 0.1 0.1
Share premium 8 189.8 189.7
Hedging reserve 8 - ((OR))
Merger reserve 8 399 399
Retained earnings 8 12.5 10.5
Total equity shareholders' funds i 242.3 2401

The notes on pages 161-166 form on integrol port of the financial stotements.

As permitted by s408 of the Companies Act 2006, the Company's profit and loss account is not presented as part of
these accounts. The Company's profit for the year amounted to £0.3m (2021 loss of £1.5m).

These finoncial stotements were approved by the Board of Directors on 15 March 2023.

Signed on behalf of the Board of Directors

Richard Darwin Luke Tait
Chief Executive Officer Chief Financial Officer

Company Registration Number 08528493

1159



The Gym Group plc | Annual Report and Accounts 2022

Financial statements

Company statement of changes in equity
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Own shares Share Hedging ) Merger Retained

held premium reserve reserve earnings Totol

£m £m £m £m £m £m

At 1 January 2021 01 159.5 0.2) 399 9.7 209.0
Loss for the year - - - - 1.5 (1.5)
Other comprehensive income - - 0.1 - - 0.1
Total comprehensive loss for the year - - 0.1 - 1.5) 1.4)
Capital contributions to subsidiaries - - - - 2.3 23
Issue of Ordinary share capital - 30.2 - - - 30.2
At 31 December 2021 01 189.7 on 399 10.5 240.1
Profit for the year - - - - 0.3 0.3
Other comprehensive income - - 0.1 - - 01
Total comprehensive income for the year - - 0.1 - 0.3 0.4
Capital contributions to subsidiaries - - - - 17 1.7
Issue of Ordinary share capital - 01 - - - 01

iAt 3iDecember2022 - v - - ©o0d . 41898 . s = L _39.9 . ]2;5 . 2423 5

The notes on pages 161-166 form an integral part of the finoncial statements.

Retained earnings include distributable reserves of £9.6m (2021: £49m).

160



The Gym Group plc | Annual Report and Accounts 2022

Financial statements

Notes to the Company financial statements
for the year ended 31 December 2022

w
ot
=
[e]
-+
[0]
Q
3]

1. General information

The Gym Group plc (‘the Company) is incorporated and domiciled in the United Kingdom with company number
08528493. The registered address of the Company is 5th Floor, OneCroydon, 12-16 Addiscombe Road, Croydon, United
Kingdom, CRO OXT.

2. Summary of significant accounting policies

A summary of the significant accounting policies is set out below. These have been opplied consistently in the Financiol
Statements.

22UDLLIBAOY)

Statement of compliance and basis of preparation

The Financial Statements of the Company have been prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework (‘'FRS 101) and with those parts of the Companies Act 2006 applicable to companies
reporting under FRS 101. The Financial Statements of the Company are included in the Group’s consolidoted financial
statements which can be obtained from the Company's registered office.

The Company meets the definition of a qualifying entity under FRS 101 and hos therefore taken advantage of the
following disclosure exemptions available to it under FRS 10T
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(a) the requirements of IFRS 7 Financial Instruments;

(b) the requirements of paragraph 97 of IFRS 13 Fair Value Measurement;

(©) the requirements of IAS 7 Statement of Cash Flows;

(d) the requirements of paragraphs 10(d), 111 and 134 to 136 of IAS 1 Presentation of Financial Statements;

(e) the requirements of paragrophs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors;

(f) the requirements of paragraph 17 of IAS 24 Related Party Disclosures; and

(9) the requirements intAS 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.

The preparation of financial statements in conformity with FRS 101 requires the use of certoin critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Company's accounting
policies. The areas involving a higher degree of judgement or complexity or areas where assumptions and estimates are
significont to the Financial Statements are disclosed in note 3.

Going concern
In assessing the going concern position of the Company for the year ended 31 December 2022, the Directors have
considered the following:

@ the Group's trading performance in FY22 and throughout the traditional January and February 2023 peok period, in
particular in respect of its trading subsidiary The Gym Limited (TGL) on which the Company is interdependent; )

® future expected trading performance of the Company and TGL to June 2024 (the going concern period), including
membership levels ond behaviours in light of the current difficult macroeconomic environment: ond

® the Company and Group's financing arrangements and relationship with its lenders ond shareholders.

2022 was a year of significant recovery and growth for The Gym Group, with membership at the end of December 2022
reaching 821,000, an increase of 14.3% from the end of December 2021. Average revenue per member per month for the
year (ARPMM") was £17.82 and for the second half of the year was £18.30, up 4.5% on the second half of the prior year.
LIVE [T, the premium price product, ended the year at 29.6% of total membership compared with 271% in December

2021. As a result, revenue and Group Adjusted EBITDA both increased significantly. The Group also reported strong cosh
generation, with free cash flow of £16.6m being generated and used to port-fund the 25 organic site openings os well as
our investment in the new technology and brand. The remaining organic site openings and the acquisition of the three
sites previously trading under the Fitness First brand were funded through an increase in the Group's borrowings. All sites
opened in the year are performing in line with our expectations.
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Notes to the Company financial statements continued
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2. Summary of significant accounting policies continued

Going concern continued

In May 2022, the Company agreed with its lenders certain changes to the Company's Revolving Credit Facility (RCF).
As a result, the Company now has access to a combined £80m facility which matures in October 2024. The Group also
currently hos access to £13m of finance lease facilities (£15m permitted under the RCF). As ot 31 December 2022, the
Group had Non-Property Net Debt (including finance leases) of £761Im, with £15.4m of headroom (colculated off bank
debt less cash) under the RCF. The RCF is subject to quarterly finonciol covenant tests on leverage (net debt to Group
Adjusted EBITDA Less Normalised Rent), fixed charge cover (Adjusted EBITDAR to Net Finance Charges and Normalised
Rent) and minimum liquidity. Whilst the going concern assessment covers the period to the end of June 2024, the
Directors have considered the fact that the Company's RCF facility is currently expected to expire in October 2024 and
concluded that there is a realistic prospect that this will be extended or refinanced before thot time.

Following the January and February 2023 peak trading period, closing membership at 28 February 2023 was 890,000
members, an increase of 8.4% on the position at 31 December 2022. However, demand has been impacted by the cost-of-
living pressures felt by many; and the Directors expect the current difficult macroeconomic environment and consumer
behaviour to continue. As a result, we have taken a cautious approach to preparing the three-year financial plan that
underpins the going concern review.

The base case forecast for the period to 30 June 2024 anticipates continued growth in yields across the whole estate

as a result of pricing actions that have already been taken. However, modest increases in membership levels are driven
largely by the sites opened in 2022 and not by growth in the mature estate. In addition, the Directors have taken a more
measured approach to new site openings throughout the plon period, with all new sites ossumed 1o be self-financed.
Under this scenario, all financial covenonts are passed with a reasonable level of headroom and the Company and Group
can operate within its financing focilities.

The Directors have considered a downside scenario which anticipates a more significant cost-of-living downturn
throughout the period under review. Under this scenario, membership numbers in the mature estate start to deviate
from the base case from March 2023 such that they are approximately 10% lower by the end of 2023. Yields do continue
to increase but at a much lower level than under the base case. Under this scenario, the number of new site openings is
reduced and discretionary performance-reloted bonuses removed to ensure thot oll financiol covenants continue to be
passed and the Group continues to operate within its financing facilities.

- The Directors have also considered a reverse stress test scenario to ascertain the extent of the downturn in trading

that would be required to breach the Group's banking covenants or liquidity requirements. Mitigating actions assumed
in this scenario include moving to a minimum level of maintenance and IT capital expenditure; reducing controllable
operating costs and marketing expenditure; and pausing the new site opening programme in order to preserve cash.
In this scenario, the number of new members each month would have to decline by 16.5% compared to the base case
(the equivalent of membership reducing to 73% of the February 2023 closing membership number) before the leverage
covenant would be breached in June 2024. However, the Company would remain within its liquidity fimits.

In the event of a reverse stress test scenario, the Directors would introduce additional measures to mitigate the impact
on the Compony and Group's liquidity, covenants and cash flow, including: (i) further reductions in controlloble operoting
costs, marketing and capital expenditure; (i) discussions with lenders to secure odditionol debt facilities and/or covenant
waivers; (iii) deferral of, or reductions in, rent payments to londlords; and (iv) the potential to raise additional funds from
third parties. The Directors consider the reverse stress test scenario to be highly unlikely.

Conclusion

The Board has reviewed the financial plan and downside scenarios of the Group and has a reasonable expectation
that the Company and the Group have adequate resources to continue in operational existence for the period to 30
June 2024. As a result, the Directors continue to adopt the going concern basis in preparing the finoncial stotements.
In making this assessment, consideration has been given to the current and future expected trading performance; the
Company and Group's current and forecast liquidity position and the support received to date from our lenders and
shareholders; and the mitigating actions that can be deployed in the event of reasonable downside scenarios.
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2. Summary of significant accounting policies continued

Investments

On initial recognition, investments in subsidiaries are recorded at cost, which is the fair value of the consideration paid.
Where consideration is paid by way of shares, the excess of fair value of the shares over nominal value of those shares is
recorded in share premium. Investments in subsidiaries are reviewed for impairment at each balance sheet date with any
impairment charged to the income statement.

85UDUIBACY)

Financial instruments

Fair value hierarchy

IFRS 7 requires fair volue measurements to be recognised using a fair volue hierarchy that reflects the significance of the
inputs used in the value measurements:

Level .  quoted prices in active markets for identical assets or liabilities

Level 2:  inputs other than quoted prices included within Level 1that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices)

Level 3:  inputs for the asset or liability that are not based on observable market dota (unobservable market data)
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There were no transfers between levels throughout the periods under review.

Financial assets (excluding derivative financial instruments)

The Company measures its trade and other receivables and cash and cash equivalents at amortised cost. Subsequent
to initial recognition these assets are carried at amortised cost using the effective interest method. Income from these
financial assets is calculated on an effective yield basis and is recognised in the income statement.

Financial liabilities (excluding derivative financial instruments)
The Compony initially recognises its financial liobilities ot fair value and subsequently they are measured at amortised
cost using the effective interest method.

Derivative financial instruments and hedging activities _

The Company’s activities expose it to financial risks ossociated with movements in interest rates. The use of financial
derivatives to hedge the exposure is opproved by the Board and the Company does not use derivative financial
instruments for speculative purposes. As at 31 December 2022, there were no derivatives or hedging arrangements
remaining in place.

Derivatives are initially recognised at fair value on the dote a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of each reporting period. The accounting for subsequent changes in fair value
depends on whether the derivative is designated as a hedging instrument, and, if so, the nature of the item being hedged.

At inception of the hedge relationship, the Company documents the economic relationship between hedging instruments
and hedged items, including whether changes in the cash flows of the hedging instruments are expected to offset
changes in the cash flows of hedged items.

The effective portion of changes in the fair value of derivatives thot are designated and qualify as cash flow hedges is
recognised in the cash flow hedge reserve within equity. The gain or loss reloting to the ineffective portion is recognised
immediately in profit or loss, within other gains/(losses).

Amounts accumulated in equity are reclossified in the periods when the hedged item offects profit or loss, i.e. the gain or
loss relating to the effective portion of the interest rote hedging controcts is recognised in profit or loss within finonce
cost at the same time as the interest expense on the hedged borrowings.

Current taxation

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation outhorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the balance sheet date.

Income tax relating to items recognised in comprehensive income or directly in equity, is recognised in comprehensive
income or equity.and not in the income statement.
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3. Significant accounting judgements, estimates and assumptions

The preparation of the Financial Statements in accordance with FRS 101 requires estimates and assumptions to be made
that offect the value at which certain assets and liobilities 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 thot the estimates, judgements and assumptions involved in its finonciol reporting are
reasonable.

There are no critical accounting judgements or estimates within these Financial Statements.

4. Investments in subsidiaries

£m
At 1 January 2021 193.6
Additions 323
At 31 December 2021 ' 2259
Additions 1.7
| At 31 December 2022 t ‘ ‘ 227.6

In December 2021, the Company invested £30m into its directly held subsidiary, The Gym Group Midcol Limited. During
the current ond prior year, share options in the Company's shares were granted to employees of The Gym Group
Operations Limited and The Gym Limited. A corresponding capital contribution of £1.7m has been recognised within
investments in subsidiaries (2021: £2.3m). Details of the Company's share based payment arrangements are shown in
note 26 to the consolidated financial statements.

The Company's subsidiary undertakings are shown in note 28 to the consolidoted financial statements.
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5. Trade and other receivables

T31December2022 | 31December 2021
£m £m
Prepayments and accrued income - 0.2 g
Amounts owed by Group undertakings 88.4 65.3 o)
3
! 88.4 65.5 8
T (2]
1 @
Due in less than one year 3.0 655
Due in more than one year l 85.4 -
! 88.4 655

2022 was a year of recovery and investment for The Gym Group. However, the challenges brought about by the war in
Ukraine and cost-of-living pressures on consumers, meant that the Group was not able to recover to pre Covid-19 levels.
As aresult, the Group reported a loss for the year of £19.3m. It is expected that the current difficult macroeconomic
environment and its impact on consumer demand will continue throughout 2023 and the Group is taking a more
measured approach to new site openings with all new site growth expected to be self-financed. As such, the Directors no
longer anticipate that the amounts due from Group undertakings will be repaid within one year, and as such, £85.4m has
been classified as non-current as ot 31 December 2022.
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At 31 December 2022, the Company was exposed to £2.7m should its trading subsidiary, The Gym Limited, defoult on its
obligations under non-property leases. No expected credit loss in respect of this has been recognised at the balance
sheet date.

6. Trade and other payables (due in less than one year)

31 December 2022 31December 2021

£m £m

Trade payables 0.1 0.1
Amounts owed to Group undertakings .o . 3.8 5.3
Accruals ; 0.4 17
| a3 7]

7. Borrowings
The carrying value of the Company's borrowings at 31 December 2022 was £70.0m (2021: 44.3m).

8. Issued capital and reserves

31December 2022 31 December 202t
£m £m
Allotted, called up and fully paid
Ordinary shares of £0.0001 each . - -
Own shares held i
Deferred Ordinary shares of £1each 0.1 ] 01

The number of Ordinary shares in issue is as follows:

31December 2022 | 31 December 2021
Ordinary shares of £0.0001 each 178,039,002 5 177519174
Deferred Ordinary shares of £1each 48,050 . 48,050

Refer to note 25 of the consolidoted financial statements for details of movements in share capital.
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8. Issued capital and reserves continued
The following describes the nature and purpose of each reserve in equity:

Own shares held and capital redemptionreserve

These reserves represent 48,050 Deferred Ordinary shares of £1 each repurchased by the Company on 12 November 2015
ond Ordinary shares held in an employee benefit trust. The Deferred Ordinary shares constitute a separate, non-voting
class of shares which is held in treasury and not admitted to trading. The rights attached to the Deferred Shares are set
out in the Company's Articles.

Share premium
The amount subscribed for share capital in excess of nominal value.

Hedging reserve
The fair value movements on the effective portion of hedging instruments.

Merger reserve
The amount subscribed for share capital in excess of nominal value attracting merger relief under the Companies

Act 2006.

Retained earnings
The accumulated net gains and losses of the Company since inception.

Issued Share Capital and Capital Redemption Reserve are not included in the Consolidated Statement of Changes in
Equity because the balances in these reserves are less than £01m.
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The following table sets out o summary of selected key financial information and Key Performance Indicators for the

business.
[ 2022 2021 2020 2019 2018
£m £m £m £m £m
Revenue 1729 ‘ 106.0 80.5 1531 1239
Group Adjusted EBITDA Less Normalised Rent 38.0 57 (10.2) 48.5 391
Group operating cash flow 240 6.3 16.3) 39.2 340
Non-Property Net Debt 76 441 473 474 46.0
Non-Property Net Debt to Group Adjusted EBITDA 2.00 774 (4.64) 098 117
Total number of gyms (number) 229 202 183 175 159
Total number of members (000) 821 718 578 794 724
Average revenue per member per month (£)! 17.82 17.60 17.20 16.02 14.89
Members that visit 4+ times in a month? 47.2% 32.6% 239% 44.0% 41.7%
Number of mature gyms in operation (number) 182 175 155 109 89
Mature gym site EBITDA Less Normalised Rent 509 225 39 481 39.0
Return on Invested Capital of mature gym sites’ 20% 18% 18% 31% 30%
Employee engagement score 67% 61% 51% n/a n/a
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1 Inorder to provide better year-on-year comparability for yield, the figures presented for 2021 and 2020 have been adjusted to exclude the impact of UK
Government-enforced closure periods as o result of the Covid-19 pandemic. The 2021 figure is colcutated for the period from July 2021 to December 2021whenall
gyms were fully open and trading had returned to normal. The 2020 figure is colculated on a site-by-site bosis ond excluded days where the sites were required

to be closed due to Government restrictions.
2 The 20210nd 2020 figures ore impacted by closure days.

3 Inorder to provide better year-on-year comporability for ROIC, the figures presented for 2021 ond 2020 have been adjusted to exclude the impact of UK
Government-enforced closure periods as o result of the Covid-19 pandemic. The 2021 figure is calculated for the period from July 2021to December 2021 when
all gyms were fully open and trading had returned to normal. The 2020 figure is calculated to exclude those months when sites were required to be closed due to

Government restrictions.

Definition of non-statutory measures

Group Adjusted EBITDA - operating profit before depreciation, amortisation, share based payments costs ond

non-underlying items.

Normalised Rent - the contractual rent that would have been paid in normal circumstances without any agreed
deferments, recognised in the monthly period to which it relates.

Adjusted Loss/Profit before Tax - loss/profit before tax before non-underlying items.

Adjusted earnings - loss/profit for the year before non-underlying items and the related tax effect.

Basic Adjusted EPS - Adjusted earnings divided by the basic weighted average number of shares.

Group operating cash flow - Group Adjusted EBITDA Less Normalised Rent, movement in working capital and

maintenance capital expenditure.

Free cash flow - Group operating cash flow less cash non-underlying items, bank and non-property lease interest and

tax.

Non-Property Net Debt - bank and non-property lease debt less cash and cash equivalents.

Mature gym site EBITDA Less Normalised Rent - Group Adjusted EBITDA Less Normalised Rent contributed by mature

sites (open 24 months or more ot the period end).

Return On Invested Capital of mature gym sites - Mature gym site EBITDA Less Normalised Rent divided by total
capital initially invested in the mature sites excluding acquisition sites.

Maintenance capital expenditure - costs of replacement gym equipment and premises refurbishment.

Expansionary capital expenditure - costs of fit-out of new gyms (both organic and acquired), technology projects and
other strategic projects. It is stated net of contributions towards landlord building costs.

(+)

1167




The Gym Group plc | Annual Report and Accounts 2022

Other information

Corporate information

Company Secretary
Katy Tucker

Company number
08528493

Registered office
5th Floor

OneCroydon

12-16 Addiscombe Road
Croydon

CRO OXT

Website
www.tggplc.com

Corporate Advisers
Bankers
HSBC Bank plc

Solicitors
Allen & Overy LLP

Auditor
Ernst & Young LLP

Joint Brokers
Numis Securities Limited
Peel Hunt LLP

Registrar
Link Group

168 |



AN ®
= RECYCLED
Papel; en;ade'fr:n:
recycled materia
FSC

wewiscog FSC® C001785 www.carbonbalancedpaper.com

CBP017918

Printed by a corbon neutral company to the EMAS standord and Environmental
Monagement System certified to ISO 14001, This product is made using recycled
materials limiting the impact on our precious forest resources, helping reduce the
need to harvest more trees.

This publication has been manufactured using 100% offshore wind electricity
sourced from UK wind.

100% of the inks used are HP Indigo Electrotnk which complies with RoHS legislation
ond meets the chemical requirements of the Nordic Ecolabel (Nordic Swan) for
printing companies, 95% of press chemicols are recycled for further use and, on
average 99% of any waste associated with this production will be recycled and the
remaining 1% used to generate energy.

Designed and produced by emperor

Visit us at emperor.works

(



@mﬁb
2

g

Croydon
CRO,0Xf

wwwiggplcicom
www.thegymgroup.com

Eo




