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Equinox Kensington Limited

Strategic report

The directors present their Strategic Repbrt, Directors’ Report and audited financial
statements of the company for the year ended 31 December 2017.

Business review and future developments

The company’s profit for the financial year was £540,000 (2016: Loss of £3,061,000). No
dividend was paid during the year.

The company is financed through loans from Equinox Fitness Holdings UK Limited, its parent
company. Membership numbers for the club have met expectations.

The company continues to maintain and develop its club and equipment to provide an
innovative and world class service to its members. .

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

2017 2016
£000 _ £'000
Revenue . ) 9,275 8,749
Gross profit 3 8,499 7,888
Number of clubs 1 1
Number of members 2,997 ' 3,013

Principal Risks and Uncertainties

The éompany considers the following as principal risks as detailed in Note 15 to these
financial statements:

Liquidity risk

Liquidity risk is identified across the entire group.

Interest rate risk A

The majority of the group’s interest rate risk arises from borrowings. Other sources of interest
rate risk for the group may include interest bearing investments, creditors’ accounts offering a
discount and debtors’ accounts on which discounts are offered.

Foreign exchange risk

Foreign exchange risk focuses on transaction exposures. The group has two types of
transaction exposure. Financing exposures are exposures from foreign currency financing
activities such as asset purchases, asset sales, capital returns, coupon payments, external
and inter-company loan repayments. Operating exposures arise from normal operations of
the group.



Equinox Kensington Limited

Strategic report

Counterparty credit risk

Counterparty credit risk represents the potential loss which the company could incur if
counterparties failed to meet their obligations under their respective contracts or arrangement
with the company. Credit risk for financial assets which have been recognised in the
Statement of financial position is generally the camrying amount, net of any provisions for
doubtful debts.

Financial Risk Management

The company follows Equinox Holdings Inc’s treasury risk management policy as detailed
below. Equinox Holdings Inc is the company's ultimate parent.

Equinox Holdings Inc’s treasury has responsibility for the identification and management of
the group’s financial risks and conducts the group’s treasury activities in accordance with the
group’s treasury policy. Group treasury policy sets out the policies with respect to the internal
controls (including segregation of duties), organisational- relationships, functions, delegated
authority levels, management of foreign currency, interest rate exposures and counterparty
credit limits and requires regular reporting to the board of directors of exposures to derivative
financial instruments.

The group's ‘board of directors have an oversight role which involves ratification of group
treasury policy, delegation of authorities and consideration of reports on implementation,
effectiveness and compliance. The group’s audit committee has a role of monitoring,
reviewing and approving recommendations for board approval.

The group’s policy towards risk management is to take an active approach to identify and
manage financial risks and ensure that adequate risk management systems exists within the
group such that risks are identified and appropriately managed. Financial asset and liability
transactions are to be, structured to enable the achievement of planned outcomes, reduce
volatility and provide increased certainty.

This report was approved by the board on /3 J{jm—@ 0 and signed on its behalf.

Nt .

Director



Equinox Kensington Limited

Directors’ report

Principal activity
The company'’s principal activity is the provision of fitness facilities.

The company's risk exposure is set out in the Strategic Report.

Directors
The directors who served during the year and up to the date of signing this report were: »

S M Rosen
H J Spevak
P J Tizik

Directors’ Responsibilities Statement

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

Company law requires the directors to prepare financial statements for each financial year.
Under that law the directors have elected to prepare the financial statements in accordance
with International Financial Reporting Standards (IFRSs) as adopted by the European Union.
Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that period. In preparing these financial statements, the
directors are required to:

o select suitable accounting policies and then apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

o state whether applicable International Financial Reporting Standards (IFRSs), as
adopted by the European Union, have been followed subject to any material
departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate
to presume that the company will continue in business.

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

Going concern

The directors believe that preparing the accounts on the going concern basis is appropriate
due to the continued financial support of the parent company, Equinox Fitness Holdings UK
Limited. The directors have received confirmation that Equinox Fitness Holdings UK Limited
intends to support the company for a period of at least twelve months from the date of signing
of these financial statements. '
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Directors’ report

Auditor

The auditor, Kreston Reeves LLP, will be proposed for reappointment in accordance with
section 485 of the Companies Act 2006.

Matters covered in the Strategic Report

The directors have considered it to be more appropriate to disclose the Future Developments
in the Strategic Report as they are of strategic importance.

"S.tatement of disclosure of information to auditor

So far as each director is aware, there is no relevant audit information of which the
company'’s auditor is unaware.

Each director has taken all the steps that he ought to have taken in his duty as director in
order to make himself aware of any relevant audit information and to establish that the
company’s auditor is aware of that information.

The report of the directors was approved by the Board on /3 and signed on its
behalf by: o

puﬁj%

Director



Equinox Kensington Limited

Independent Auditor’s report to the members of Equinox Kensington Limited

Opinion

We have audited the financial statements of Equinox Kensington Limited (the ‘company’) for
the year ended 31 December 2017 which comprise the Statement of Comprehensive Income,
Statement of Changes in Equity, Statement of Financial Position, Statement of Cash Flows
and notes to the financial statements, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union.

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 law, we do not
accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

In our opinion the financial statements:

« give a true and fair view of the state of the company’s affairs as at 31 December
2017, and of its profit for the year then ended;

« have been properly prepared in accordance with IFRSs as adopted by the European
Union; and

» have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs
(UK)) and applicable law. Our responsibilities under those standards are further described in
the Auditor's responsibilities for the audit of the financial statements section of our report. We
are independent of the company 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, and
we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the followmg matters in relation to which the 1SAs
(UK) require us to report to you where:

« the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or

« the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the company’s ability to continue
to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report, other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information
and, except to the extent otherwise explicitly stated in our report, we do not express any form’
of assurance conclusion thereon.
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Independent Auditor’s report to the members of Equinox Kensington Limited

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in 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 there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the_work undertaken in the course of the audit: .

¢ the information given in the strategic report and the directors’ report for the financial
year for which the financial statements are prepared is consistent with the financial
statements; and

¢ the strategic report and the directors’ report have been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception

In the light of our knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report and the
directors’ report.

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, or returns adequate for our audit
have not been received from branches not visited by us; or

o the financial statements are not in agreement with the accounting records and
returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
company'’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to
do so. .
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Independent Auditor’s report to the members of Equinox Kensington Limited
(continued)

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 material 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.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and

maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control. ‘

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on. the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the company to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

S s LL°

Michael Cook BA (Hons) FCA (Senior Statutory Auditor)
For and on behalf of Kreston Reeves LLP

Chartered Accountants and Statutory Auditors

London

Date: /G Jones 20/8



Equinox Kensington Limited

Statement of Comprehensive Income for the year ended 31 December 2017

Note 2017 2016
£'000 £'000
Revenue 3 9,275 8,749
Cost of sales (776) (861)
Gross profit 8,499 7,888
Administrative expenses (8,440) (7,678)
Foreign exchange gain/(loss) ' 1,965 (2,933)
Operating profit/(loss) 2,024 (2,723)
Investment income 6 14
Finance costs o . (1,050) (827)
Profit/(loss) before taxation 7 980 (3,536)
Taxation 8 _ (440) 475
Profit/(loss) for the period 240 (3,061)
Other comprehensive income - -
Total comprehensive profit/(loss) for the period 540 (3,061)
Attributable to the owners of the company 21 540 (3,061)

All amounts relate to continuing operations.

The notes on pages 13 to 27 form part of these financial statements.



Equinox Kensington Limited

Statement of Changes in Equity for the year ended 31 December 2017

Brought forward at 1 January 2016
Loss for the financial period

Balance at 31 December 2016

Brought forward at 1 January 2017
Profit for the financial period

Balance at 31 December 2017

Note

16

Share Share Comprehensive Total
Capital Premium Loss Equity
£'000 £'000 £'000 £'000

1 620 (7,739)  (7,118)

- (3,061)  (3,061)

1 620 (10,800) (10,179)

1 620 (10,800) (10,179)

- 540 540

1 620 (10,260)  (9,639)

The notes on pages 13 to 27 form part of these financial statements.



Equinox Kensington Limited

Statement of Financial Position as at 31 December 2017
Registered number: 07800031

Note 2017 2016

) £'000 £'000

Assets '

Non current assets .

Property, plant and equipment 9 5,910 5,598

Deferred tax asset 8 1,635 2,075

Total non current assets . 7,545 7,673

Current assets

Cash and cash equivalents 841 4132

Trade and other receivables 10 1,147 891

Inventories 11 54 78

Total current assets ’ 2,042 5,101

Liabilities

Current liabilities

Trade and other payables 12 (7,034) (10,495)

Total net current liabilities (4,992) (5,394)

Long term liabilities 13 (12,192) (12,458)

Total assets less total liabilities (9,639) (10,179)

Capital and reserves attributable to equity

holders of the company

Share capital 16 : 1 1

Share premium 16 : 620 620

Accumulated losses 21 (10,260) (10,800)

Total deficit (9,639) (10,179)

The financial statements were approved by the Board of Directors on /5 .......... and signed
on its behalf by: '

(oud 4 jz',z |
P J Tizik /
Director - , '

The notes on pages 13 to 27 form part of these financial statements.



Equihox Kensington Limited

Statemént of Cash Flows for the year ended 31 December 2017

Cash flows from operating activities
Net cash generated from operating activities

Net cash generated from operating activities

Cash flows used in investing activities
Net cashflows used in investing activities

Net cash flows used in investing activities

Cash flows from financing activities
Cash flows (used in)/from financing activities

Net cash (used)/generated in financing activities
Effect of exchange rates

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Note

17

18

18

2017 2016
£'000 £000
380 2,223
380 2,223
(1,407) (861)
(1,407) (861)
(3,549) 2,276
(3,549) 2,276
1,285 (3,396)
(3,291) 242
4,132 3,890
841 4132




Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

General information

The company is a private limited company, incorporated.in England and Wales and domiciled
in the UK. The principal place of business is 5™ Floor, The Roof Gardens, Kensington High
Street, London, W8 5SA. -

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are
set out below. These policies have been consistently applied unless otherwise stated.

Statement of compliance with IFRS

These financial statements have been prepared in accordance with EU Endorsed
International Financial Reporting Standards (IFRS), IFRIC interpretations and the Companies
Act 2006 applicable to companies reporting under IFRS. :

The financial statements have been prepared on the going concern basis under the historical
cost convention. The directors believe that preparing the accounts on the going concern
basis is appropriate due to the continued financial support of the ultimate parent company,
Equinox Holdings Inc. The directors have received confirmation that Equinox Holdings Inc
intends to support the company for a period of at least twelve months from the date of signing
of these financial statements. )

The financial statements are presented in Sterling and all values are rounded to the nearest
thousand pounds (£'000) except when otherwise stated.

The preparation of financial statements in conformity with IFRS requires management to
make judgements, estimates and assumptions that affect the application of policies and
reported amounts in the financial statements. The areas involving a higher degree of
judgement or complexity, or areas where assumptions or estimates are significant to the
financial statements are as follows:

e Taking account of information at the balance sheet date, the directors make
judgements based on experience on the level of provision required to account for
unsaleable inventory

e The directors make judgements based on experience on the level of provision
required to account for unbilled invoices

Changes in accounting policy and disclosure

The following standards and interpretations to existing standards have been published but
are only effective for periods beginning on or after 1 January 2018 and therefore have not
been applied to the company in the year. They are not expected to have a material impact
on the financial statements.

IFRS 2: Share based payments
IFRS 9: Financial instruments
IFRS 15: Revenue from contracts with customers
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Notes to the financial statements for the year ended 31 December 2017

The following standards and interpretations to existing standards have been published but
are only effective for periods beginning on or after 1 January 2019 and therefore have not
been applied to the company in the year. The directors have not yet assessed the impact of
the adoption of this standard for future periods.

IFRS16: Leases
Financial assets

The company classifies its financial assets in the following categories: at fair value through
profit or loss, loans and receivables, and available for sale. The classification depends on the
purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition and re-evaluates this designation at
every reporting date. The company has no financial assets classified at fair value through
profit or loss or as available for sale.

- Loans and receivables

Loans and receivables are non-derivative financial -assets with fixed or determinable
payments that are not quoted in an active market. They are included in current assets,
except for those with maturities greater than 12 months after the end of the reporting period,
which are classified as non-current assets. Loans and receivables are included in trade and
other receivables in the Statement of Financial Position. Loans and receivables are
subsequently carried at amortised cost using the effective interest method.

- Impairment of financial assets

The company assesses at the end of each reporting period whether there is objective
evidence that a financial asset or group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses are incurred only if there is
objective evidence of impairment as a result of one or more events that occurred after the
. initial recognition of the asset (a ‘loss event') and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that can
be reliably estimated.

Financial liabilities

Financial liabilities are measured at fair value on initial recognition. For all financial liabilities
not subsequently measured at fair value through the Statement of Comprehensive Income,
the transaction costs directly attributable to the acquisition of the financial liabilities are also
recognised.

- Loans and borrowings

All loans and borrowings except for certain inter-entity loans and borrowings are interest
bearing and are initially recognised at fair value and subsequently recorded at amortised
cost, representing the present value of the loan, calculated using the effective interest rate of
the loan or borrowing over its term. They are included in current liabilities, unless the
company has an unconditional right to defer settiement of the loan or borrowing for at least
12 months after the end of the reporting period. Costs incurred with borrowings are
expensed to the Statement of Comprehensive Income as they are incurred.

14
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Notes to the financial statements for the year ended 31 December 2017

Property, plant and equipment and depreciation

Property, plant and equipment is stated at cost less depreciation. Depreciation is provided at
rates calculated to write off the cost of property, plant and equipment, less their estimated
residual value, over their expected usefut lives on the following bases:

Leasehold Property over the lease term of 15 years
Other Fixed Assets straight line over 5 years

Foreign currencies

Transactions in currencies other than the entity’s functional currency (foreign currencies) are
initially recorded at the rates of exchange prevailing on the date of the transaction. At each
subsequent reporting period monetary assets and liabilittes denominated in foreign
currencies are translated into Sterling at rates of exchange ruling at the end of the financial
period. Foreign exchange differences are taken to the Statement of Comprehensive Income
in the period in which they arise.

Hedging

The company does not use financial instruments to hedge its assets and liabilities that are
denominated in foreign currencies.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is
the estimated selling price in the ordinary course of the business, less applicable variable
selling expenses.

Revenue

Revenue represents the amounts (excluding value added tax) derived from the provision of
services to customers during the year. Revenue is reported net of discounts and allowances
provided to customers.

Revenue comprises membership fees, personal training income, facilities income, food and
beverage income and retail income exclusive of Value Added Tax.

Membership fees and personal training income are recognised on an accruals basis.
Membership fees and personal training income received prior to the period to which they
relate are recorded as deferred income and released in accordance with the period of
membership.

All other income is recognised in the accounting period in which they are received.
Share capital
Ordinary shares are classified as equity: Incremental costs directly attributable to the issue of

new ordinary shares or options are shown in equity as a deduction, net of tax, from the
proceeds. :
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Notes to the financial statements for the year ended 31 December 2017

Taxation

Current tax assets and liabilities for the current year are measured at the amount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantially enacted by the Statement of
Financial Position date.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities. Trade payables are
recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost, less provision for doubtful debts. -

All receivables are regularly reviewed and a provision for impairment of trade receivables is
established when there is objective evidence that all amounts may not be collectible
according to the original terms of the sales transaction. Bad debts are written off as incurred.

Operating leases

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

Benefits received and receivable as an incentive to sign an operating lease are recognised
on a straight line basis over the period until the date the rent is expected to be adjusted to
the prevailing market rate.

Cash and cash equivalents

Cash and cash equivalents comprise cash and short-term deposits held by the company.
The carrying amount of these assets approximates their fair value.

Deferred tax

Full provision is made for deferred tax assets and liabilities arising from all timing differences
between the recognition of gains and losses in the financial statements and recognition in the tax
computation.

A net deferred tax asset is recognised only if it can be regarded as more likely than not that there
will be suitable taxable profits from which the future reversal of the underlying timing differences can
be deducted. ' :
Deferred tax assets and liabilities are calculated at the tax rates expected at the time the timing
differences are expected to reverse. Deferred tax assets and liabilities are not discounted.

16



Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Segmental analysis

Revenue recognised in the year anises in the UK from the principal activity of the company

and is composed as follows:

Membership Personal
Fees Training Retail Other Total
£'000 £'000 £'000 £'000 £'000
Revenue - .
2017 5,568 2,571 401 - 735 9,275
Revenue -
2016 5,091 2,302 616 740 8,749

The net assets of the company are not reported by department in the management

information provided to the Board.

Auditors’ remuneration

Auditors’ remuneration is composed as follows:

2017 2016
£'000 £000
Fees payable to the company's auditors for the audit of
company financial statements ’ 16 16
Fees payable to the company's auditors for non audit
services 73 63
89 79

Key management compensation
Key management personnel are considered to be the directors of the company.
There are no directors to whom retirement benefits are accruing.

During the year, total directors’ emoluments were £Nil (2016: £Nil).

17



Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Staff costs

The average number of persons employed by the company during the year was 142 (2016:

145).

Spa

Front Desk
Personal Trainer
Maintenance
Group Fitness
Sales

Retail
Administration
Other

Wages and salaries
Social security costs

Operating loss before taxation

Operating loss before taxation is stated after charging:

Depreciation of property, plant and equipment

Foreign exchange (gain)/loss
Operating lease rentals - land & buildings

2017 2016
No. No.

8 8

9 7

39 40

20 20

41 34

5 4

4 14

4 5

12 13
142 145

2017 201 61
£000 £'000
4,037 3,626
341 307
4378 3,933
2017 2016
£'000 £'000
725 - 707
(1,965) 2,933
1,796 1,583




Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Taxation

2017 2016
£'000 £'000
Current tax
UK Corporation tax on profit for the year - -
Total current tax - -
Deferred tax
Origination and reversal of temporary timing differences (440) 475
Total deferred tax (440) 475
The average UK Corporation rate for 2017 is 19.25% (2016: 20.00%).
Deferred tax asset /
Tax Timing
losses Differences Total
£'000 £'000 £'000
At 1 January 2017 2,283 (208) 2,075
Tax losses carried forward (396) 20 (376)
Timing differences . - (64) (64)
At 31 December 2017 - 1,887 (252) 1,635

The directors consider it appropriate to recognise a deferred tax asset on the basis the
company is expected to continue to make taxable profits in the foreseeable future.



Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Taxation (continued)

Factors affecting tax charge for the year

2017 . 2016
. £'000 £'000
Profit/(loss) before taxation 1,017 (3,536)
Loss before tax multiplied by standard rate of corporation
tax in the UK of 19.25% (2016: 20.00%) 196 (707)
Effects of: ]
Capital allowances in excess of depreciation (26) (32)
Expenses not deductible for tax purposes ' - 11
Effect of tax losses - ’ (196) 707

Other adjustments ' 26 21

Corporation tax rate change
Reductions to the main rate are proposed to reduce the rate to 17% by 1 April 2020.

The company has losses carried forward for .corporation tax of £11,340,973 (2016:
£13,363,971).

" Property, plant and equipment

Leasehold Other Fixed

Property - Assets Total.
£'000 £000 . £000
Cost
At 1 January 2016 ' 6,276 1,559 7,835
Additions : 134 363 T 497
At 31 December 2016 6,410 1,922 8,332
Depreciation
At 1 January 2016 1,316 TN 2,027
Charge for the period 425 282 707
At 31 December 2016 1,741 993 2,734
Net book value
. At 31 December 2016 . ) 4,669 929 5,598

At 31 December 2015 A 4,960 848 5,808

20



Equinox Kensington Limited:

Notes to the financial statements for the year ended 31 December 2017

Leasehold Other Fixed
Property Assets Total
£'000 £000 £000
Cost
At 1 January 2017 6,410 1,922 8,332
Additions 63 . 974 1,037
At 31 December 2017 ’ 6,473 2,896 9,369
Depreciation
At 1 January. 2017 A 1,741 993 2,734
Charge for the period o 427 . 298 ‘ 725
At 31 December 2017 2,168 1,291 3,459
Net book value
At 31 December 2017 . 4,305 1,605 5,910
At 31 December 2016 4,669 929 5,598
Trade and other receivables
2017 2016
, £'000 £'000
Trade receivables 136 96
Other receivables ! 1,011 795

1,147 891

Trade receivables are non-interest bearing. The fair value of 'trade and othér receivables
approximates to their book value. Other receivables are all recorded at amortised cost.

The maximum exposure to credit risk at each reporting date is the fair value of each
receivable shown above.

No receivables are considered past due.

Inventories
2017 2016
£'000 £:000
Finished goods 54 78

The amount of inventoriés recogﬁised as an expense during the year was £246,595 (2016:
£237,938).
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Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Trade and other payables

2017 2016
£'000 £'000
Trade payables 100 80
Amounts owed to group undertakings 1,377 4,660
Other payables 187 210
Accruals and deferred income 5,370 5,545
7,034 10,495

Due to their short maturities, the fair value of trade and other payables approximates to their
book value. All trade and other payables are recorded at amortised cost.

Long term payables

2017 2016

£'000 £'000

Amounts owed to group undertakings 12,192 12,458
12,192 12,458

Ldng term payables represent amounts not wholly repayable within 5 years.

During the year, the group undertook a loan reorgénisation exercise. The existing interest
bearing loan with Equinox Holdings Inc was reassigned to Equinox Fitness Holdings UK
Limited, the parent company.

Interest is charged at 6.5% on the interest bearing loan payable to Equinox Fitness UK
Holdings Limited per Note 20 to the financial statements.

Financial instruments by category

The accounting policies for financial instruments have been applied to the line items below:

2017 2016
£'000 © £'000
Assets as per Statement of financial position i
Trade and other receivables 380 891
Short term liabilities as per Statement of financial position
Trade and other payables 3,055 . 10,495
Long term liabilities as per Statement of financial position
Amounts pwed to group undertakings 12,192 12,458
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Equinox Kensington Limited y ’

Notes to the financial statements for the year ended 31 December 2017

Secured assets ‘

One of the company’s bank accounts in relation to a duty deferment guarantee with HM
Revenue & Customs was reassigned to Equinox Fitness Holdings UK Limited during the
year.

The company has a rent deposit deed dated 12 October 2011 for securing all amounts
payable under the terms of the lease agreement. There are no security charges over any of
the company’s other assets.

Financial risk management
Treasury risk management policy

As its ultimate parent company, the company follows Equinox Holdings Inc’s treasury risk
management policy as detailed below. Equinox Holdings Inc’s treasury has responsibility for
the identification and management of the group’s financial risks and conducts the group’s
treasury activities in accordance with the group’s treasury policy. Group treasury policy sets
out the policies with respect to the internal controls (including segregation of duties),
organisational relationships, functions, delegated authority levels, management of foreign
currency, interest rate exposures and counterparty credit limits and requires regular reporting
to the board of directors of exposures to derivative financial instruments.

The group’s board of directors have an oversight role which involves ratification of group
treasury policy, delegation of authorities and consideration of reports on implementation,
effectiveness and compliancé. The group’s audit committee has a role of monitoring,
reviewing and approving recommendations for board approval. :

The group’s treasury policy manages the following financial risks:

. Liquidity risk;

. Interest rate risk;
. Foreign exchange risk; and
. Counterparty credit risk.

The group’s policy towards risk management is to take an active approach to identify and
manage financial risks and ensure that adequate risk management systems exist within the
group such that risks are identified and appropriately managed. Financial asset and liability

“transactions are to be structured to enable the achievement of planned outcomes, reduce

volatility and provide increased certainty.

The objéctives relating to management of financial risks are as follows: .
Liquidity risk ‘

Liquidity risk is identified across the entire group.

The aim of liquidity risk management is to ensure that the group has an appropriate level of
liquidity and access to sufficient cash resources (including reserves, banking facilities and

- standby borrowing facilities) to maintain normal operations, meet its financial obligations as -

they fall due, pay dividends, meet capital expenditure commitments and undertake
investment/strategic opportunities as they arise. To do this, debt maturity profile must be
appropriately structured, taking into account the group’s core assets and working capital
funding requirements, asset and liability matching and refinancing risks.
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Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Interest rate risk

Interest rate risk is the risk of a reduction in earnings and cashflow as a consequence of
adverse movements in interest rates. This includes exposures that may arise if the group was
to fix interest rates in a falling interest rate environment. Interest rate risk is measured by the
effect of interest rate movements on the total portfolio of current and forecast debt, interest
rate hedging transactions and financial market risks.

The majority of the group’s interest rate risk arises from borrowings. Other sources of interest
rate risk for the group may include interest bearing investments, creditors’ accounts offering a
discount and debtors’ accounts on which discounts are offered. The group’s objective is to
ensure that it is not exposed to interest rate movements to the extent that interest expense
adversely impacts the group’s ability to meet operating obligations as they arise. To achieve
this, the company has a fixed interest rate on its intra-group loan facilities with Equinox
Holdings Inc.

Foreign exchange risk

The group's policy is to fund foreign currency assets, where practicable and cost effective, in
the respective currencies in which such assets are denominated.

Risks are quantified using historical data to determine the potential worst case expected
sensitivity of the group's operating cash flows to fluctuations in foreign exchange rates on the
net exposures. A correlation matrix is used to measure the impact of relevant exposures at
the group level. The matrix measures the extent to which risk factors move together and
considers the long and short term nature of exposures.

Foreign exchange risk management focuses on transaction exposures. The group has two
types of transaction exposure. Financing exposures are exposures from foreign currency
financing activities such as asset purchases, asset sales, capital returns, coupon payments,
external and inter-company loan repayments. Operating exposures arise from normal
operations of the group. These exposures are both known and forecast. The group's aim is
to ensure prompt identification of foreign currency exposures and to ensure net exposure of
foreign currency fluctuations to which the divisions of the Equinox Holdings Inc are exposed
are within agreed benchmarks.

Counterparty credit risk

Counterparty credit risk represents the potential loss which the group could incur if
counterparties failed to meet their obligations under their respective contracts or arrangement
with the group. Credit risk for financial assets which have been recognised in the Statement
of Financial Position is generally the carrying amount, net of any provisions for doubtful
debts.

Trade receivables consist of a number of customers. If there is no independent rating,
management assesses the credit quality of the customer taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal
ratings. Management monitors the utilisation of credit limits regularly.

Capital management

The company manages its capital by following the Equinox Holdings Inc’s capital
management initiatives, which aim to maintain a sound financial position. The capital
management initiative is consistent with the company’s commitment to disciplined capital
management and allows the company to maintain appropriate gearing levels and an
appropriate entity level capital structure.
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Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Share capital

Allotted and fully paid
1,000 ordinary shares of £1

Share premium

Net cash inflow from operating activities

’

Profit/(loss) before taxation

Depreciation of propeny; ptant and equipment
Foreign exchange (gain)/loss

Interest expense

Changes in working capital:

- decrease/(increase) in inventories

- increase in trade and other receivables

- (decrease)/increase in trade and other payables

Net cash flow generated from operating activities

Analysis of Statement of Cashflows

Cash flows from investing activities
Purchase of tangible fixed assets
Interest received

Interest paid

Financing

(Decrease)/increase in amounts owed to group companies

As at 31 As at 31
December December
2017 2016
£'000 £'000
1 1
620 620
2017 2016
£'000 £'000
980 (3,536)
725 707
(1,965) 2,933
1,050 827
24 (18)
(256) (170)
(178) 1,480
380 2,223
2017 2016
£'000 £'000
(1,037) (497)
6 14
(376) (378)
(1,407) (861)
(3,549) 2,276
(3,549) 2,276
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Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

Operating lease commitments

Land & Land &
Buildings Buildings
2017 2016
£'000 £'000

Future minimum lease payments
Within one year 1,551 1,504
Between one year and five years 6,385 6,206
After more than 5 years 7,554 9,284

The above lease runs for a period of 25 years to 24 March 2037, with a break clause after 15

years.

Related party transactions

Equinox Kensington Limited is a wholly owned subsidiary of Equinox Fitness Holdings UK
Limited. The ultimate parent company is Equinox Holdings Inc, a company incorporated in

the USA.

During the year, the group undertook a loan reorganisation exercise. The original loans with
Equinox Holdings Inc were reassigned to Equinox Fitness Holdings UK Limited, the parent

company.

The company remains liable for the interest and management fees payable to Equinox
Holdings Inc accrued up to the date of the loan reorganisation. The company therefore has

the following intra-group loan facilities as at 31 December 2017:

2017 2016
£000 £000
Equinox Holdings Inc .
Loan facility balances
Non-interest bearing loan . - 4,619
Interest bearing loan incl. accrued interest 1,228 12,458
1,228 17,077
Non - loan facility balances
Management fee (unpaid at year end) 149 41
Note 12/13 1,377 17,118
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Equinox Kensington Limited

Notes to the financial statements for the year ended 31 December 2017

2017 2016
£°000 £'000
Equinox Fitness Holdings UK Limited
Loan facility balances /
Interest bearing loan Note 13 12,192 -
12,192 -

The interest bearing loan is repayable in full on 30 September 2027 or on such earlier date as
the Lender demands.

Interest is charged at 6.5% on the interest bearing loan with Equinox Fitness Holdings UK
Limited. The amount of interest outstanding at the year end was £198,330.

During the year the company was charged a management fee of £149,294 (2016: £151,055)
by Equinox Holdings Inc.

Statement of changes in equity

The Statement of Changes in Equity, sets out share capital and reserves as explained below:
Share capital

The balance classified as share capital includes the total nominal value of the company’s

equity share capital, comprising £1 ordinary shares.

Share premium

The balance classified as share premium includes the total proceeds on issue of the
company'’s equity share capital in excess of nominal value. '

Accumulated losses

This reserve records the accumulated earnings and losses of the company.

Ultimate parent undertaking

Equinox Kensington Limited is a wholly owned subsidiary of Equinox Fitness Holdings UK
Limited. The company'’s ultimate parent company, which is the parent undertaking of the
largest group to consolidate the financial statements of the company, is Equinox Holdings
Inc, a company incorporated in the USA.

The ultimate controlling party are the shareholders of Equinox Holdings Inc.

Copies of the Equinox Holdings Inc financial statements may be obtained from .Equinox
Holdings Inc, 895 Broadway, New York, 10003. ‘
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