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the recent pandemic or future pandemics could have a negative impact on global and regional economies and economic activity,
including an impact on unemployment rates and consumer discretionary spending, a short and/or longer-term impact on the demand
for travel, transient and group business, and levels of consumer confidence. A recurrence of the recent pandemic or future pandemics
could also present a significant threat to our employees’ well-being and morale, which may impact employee productivity and
employee retention.

In response to the recent pandemic, we took steps to reduce expenses, including repatriating our shipboard staff, furloughing
certain destination resort health and wellness center personnel, capital expenditures and operating expenses, deferring payment of
dividends declared and the suspension of our dividend program. If we were required to take such steps again in the future, guest
loyalty, customer preferences, or our ability to attract and retain employees, destination resort partners or investors, may be negatively
impacted, and our reputation and market share could suffer as a result. We may also incur additional costs if we are subject to greater
hygiene-related protocols in our services that are mandated by government authorities or other international authorities. In addition,
the industry as a whole may be subject to enhanced health and hygiene requirements in attempts to counteract future outbreaks, which
requirements may be costly and take a significant amount of time to implement.

The recent pandemic caused, and future pandemics may again cause, heightened volatility and disruptions in the global credit
and financial markets, and this may adversely affect our ability to borrow and could increase our counterparty credit risks.
Additionally, future pandemics may have adverse negative impacts on restrictions in the agreements governing our indebtedness that
require us to maintain minimum levels of liquidity and otherwise limit our flexibility in operating our business, including the
significant portion of assets that are collateral under these agreements.

Some credit agencies may downgrade our credit ratings in the future as a result of a pandemic. If our credit ratings are
downgraded, or if general market conditions were to ascribe a higher risk to our credit rating levels, our industry, or our company, our
access to capital and the cost of debt financing could be negatively impacted. The interest rate we pay on our existing debt instruments
is affected by our credit ratings. Accordingly, a downgrade may cause our cost of borrowing to further increase.

We Depend on Our Agreements with Cruise Lines and Destination Resort Health and Wellness Centers; if These Agreements
Terminate, Our Business Would Be Harmed

A significant portion of our revenues are generated from our cruise ship health and wellness operations, which were adversely
impacted by the recent pandemic, and could be adversely impacted again by pandemics in the future. In the event our cruise line and
destination resort agreements are not renewed after their expiration date on similar terms or at all, which could result in reductions in
our margins, as the amounts we pay to cruise lines and land-based venues may increase upon entering into renewals of agreements.

In addition, these agreements provide for termination by the cruise lines with limited or no advance notice under certain
circumstances, including, among other things, the withdrawal of a ship from the cruise trade, the sale or lease of a ship or our failure to
achieve specified passenger service standards. Due to the impact of the recent pandemic, six vessels on which we operated health and
wellness centers were taken out of service permanently by our cruise line partners, and 20 vessels on which we operated health and
wellness centers prior to the pandemic were sold to other cruise line operators, including operators we currently serve. We are engaged
in discussions with these cruise line operators regarding agreements to continue operation of our health and wellness centers aboard
these ships; however, there can be no assurance that we will execute satisfactory agreements in the future. Termination or nonrenewal
of cruise line agreements, either upon completion of their terms or prior thereto, could have a material adverse effect on our results of
operations and financial condition. Some of our land-based destination resort health and wellness center agreements also provide for
termination with limited advance notice under certain circumstances.

As a result of the consolidation of the cruise industry, the number of independent cruise lines has decreased in recent years, and
this trend may continue. Also, some cruise lines have ceased operating and this may happen to other cruise lines in the future. As a
result of these factors, a small number of cruise companies, all of which currently are our customers, dominate the cruise industry.

We Depend on the Cruise Industry and Their Risks Are Risks to Us

Prior to the recent pandemic, the cruise industry had never before experienced a complete cessation of its operations. The public
concern over the recent pandemic, coupled with a drop in demand for international travel and leisure, and restrictions on international
travel and immigration, adversely affected the demand for cruises. In addition, the recent pandemic caused, and may continue to
cause, some cruise lines to declare bankruptcy or cause their lenders to declare a default, accelerate the related debt, or foreclose on
collateral. Such bankruptcies, accelerations or foreclosures could, in some cases, result in the termination of our agreements with
certain of our cruise line partners and eliminate our anticipated income and cash flows, which could negatively affect our results of
operations. Cruise lines in bankruptcy may not have sufficient assets to pay us termination fees, other unpaid fees, or reimbursements
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we are owed under their agreements with us. Even if some cruise lines do not declare bankruptcy, they may be unable or unwilling to
pay us amounts to which we are entitled on a timely basis or at all. Cruise lines compete for consumer disposable leisure time dollars
with virtually all other vacation alternatives. Demand for cruises is dependent on the underlying economic strength of the countries
from which cruise lines source their passengers. Economic changes such as unemployment, economic uncertainty, and the threat of a
global recession reduce disposable income or consumer confidence in the countries from which our cruise line partners source their
passengers and have affected the demand for vacations, including cruise vacations, which are discretionary purchases.

According to CLIA, 51% of passengers in the global cruise industry were sourced from North America, our core market, from
2018 to 2020. Prior to the outbreak of COVID-19, there was also a growing number of passengers sourced from outside North
America in markets such as Western Europe, Asia, Australasia and South America. A significant portion of the cruise industry’s
growth is expected to come from expansion of markets outside of our core North American market. We believe that non-North
American passengers spend less on our services and products than North American passengers.

Our health and wellness centers on ships operating in the North American market are currently our best performing centers, and
there can be no assurance that we will be able to generate the same revenue performance in non-North American markets.
Additionally, our cruise line partners dictate the itineraries and geographies where their ships sail, and they may change itineraries to
be less favorable to our revenue performance.

Other recent trends are those of certain cruise lines reducing the number of cruises to certain long-standing destinations and
replacing them with alternative exotic destinations, as well as extending the length of voyages. As the cruise industry continues to
resume operations, such replacements and extensions could result in cruises producing lower revenues per voyage than produced in
prior years, which may impact our revenues.

Accidents and other incidents involving cruise ships can materially adversely affect the cruise industry, as well as our results of
operations and financial condition. Among other things, accidents reduce our revenues and increase the costs of our maritime-related
insurance. In addition, accidents can adversely affect consumer demand for cruise vacations.

Other risks to the cruise industry include unscheduled withdrawals of ships from service, delays in new ship introductions,
environmental violations by cruise lines, and restricted access of cruise ships to environmentally sensitive regions, hurricanes and
other adverse weather conditions and increases in fuel costs. For example, in the past, hurricanes have caused the withdrawal of ships
that we served from service for use in hurricane relief efforts, as well as the temporary closing of cruise ports and the destruction of
facilities. A number of cruise ships have experienced outbreaks of illnesses such as norovirus, E.coli, measles and COVID-19 that
have affected, at times, hundreds of passengers on a ship.

Severe weather conditions, both at sea and at ports of embarkation, also could adversely affect the cruise industry. The cruise
industry also relies to a significant extent on airlines to transport passengers to ports of embarkation. A drastic reduction in airline
services, and travel and immigration related restrictions due to the impacts of the recent pandemic, have adversely affected us. In
addition, any strikes or other disruptions of airline service, including those that could follow terrorist attacks or armed hostilities, could
adversely affect the ability of cruise passengers or our shipboard staff to reach their ports of embarkation, or could cause cancellation
of cruises.

Cruise ships have increasingly had, and are expected to continue to have, itineraries which provide for the ships to be in port
during cruises. When cruise ships are in port, our revenues are adversely affected compared with our revenues when cruise ships are at
sea.

Cruise ships periodically go into dry-dock for routine maintenance, repairs and refurbishment for periods ranging from one to
three weeks. Cruise ships also may be taken out of service unexpectedly for non-routine maintenance and repairs as a result of damage
from an accident or otherwise, such as the Oasis of the Seas and Carnival Horizon incidents in 2019 and 2021, respectively. A ship
also may go out of service with respect to us if it is transferred to a cruise line we do not serve or if it is retired from service. While we
attempt to plan appropriately for the scheduled removal from service of ships we serve, unexpected removals from service of ships we
serve can hamper the efficient distribution of our shipboard personnel, in addition to causing unexpected reductions in our shipboard
revenues.

The cruise lines’ capacity has grown in recent years and is expected to continue to grow over the next few years as new ships are
introduced. In order to utilize the new capacity, it is likely that the cruise industry will need to increase its share of the overall vacation
market. In order to increase that market share, cruise lines may be required to offer discounted fares to prospective passengers, which
would have the potentially adverse effects on us described above.
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We Are Required to Make Minimum Payments under Our Agreements and May Face Increasing Payments to Cruise Lines and
Owners of Our Destination Resort Health and Wellness Centers

We are obligated to make minimum annual payments to certain cruise lines and owners of our land-based venues regardless of
the amount of revenues we receive from customers. We may also be required to make such minimum annual payments under any
future agreements into which we enter. Accordingly, we could be obligated to pay more in minimum payments than the amount we
collect from customers. As of December 31, 2022, these payments were required by four of the agreements for our destination resort
health and wellness centers.

As of December 31, 2022, we guaranteed total minimum payments to owners of our land-based venues of approximately $2.9
million in the aggregate for 2022. As we renew or enter into new agreements with cruise lines and land-based venues, we may
experience increases in such required payments. As of December 31, 2022, there were no minimum payments guarantee amounts to
cruise lines.

We Depend on the Continued Viability of the Ships and Destination Resort Health and Wellness Centers We Serve

Our revenues from our shipboard guests and guests at our destination resort health and wellness centers can only be generated if
the ships and land-based venues we serve are open for business and continue to operate. Historically, some smaller cruise lines we
served have ceased operating for economic reasons. We cannot be assured of the continued viability of any of the land-based venues
(including our ability to protect our investments in build-outs of health and wellness centers) or cruise lines that we serve, particularly
in the event of recurrence of the more severe aspects of the economic slowdown experienced in certain prior years, which may recur
due to a future pandemic or other disruptions. To the extent that cruise lines or land-based venues we serve, or could potentially serve
in the future, cease to operate all or a portion of their operations, our results of operations and financial condition could be adversely
affected.

Increased Costs Could Adversely Impact our Financial Results

To date we have incurred, and expect to continue to incur, significant costs due to the recent pandemic, including costs relating
to transportation, including repatriation, of our staff, and hygiene-related protocols in our services that are mandated by government
authorities or other international authorities. In addition, we expect that the industry as a whole will continue to be subject to enhanced
health and hygiene requirements, which requirements may be costly and take a significant amount of time to implement across our
global fleet of cruise operations.

Periods of higher fuel costs can adversely affect us directly. We depend on commercial airlines for the transportation of our
shipboard employees to and from the ships we serve and, as a result, we pay for a relatively large number of flights for these
employees each year. During times of higher fuel costs, such as those experienced in certain prior years, airfares, including those
applicable to the transportation of our employees, have been increased by the airlines we have utilized. Additionally, increased fuel
costs could also add to the costs of delivery of our products to the ships we serve and other destinations in the future. Higher fuel
charges also increase the cost to consumers of transportation to cruise ship destination ports and to venues where we operate our
destination resort health and wellness centers, and also increase the cost of utilities at our destination resort health and wellness
centers. Periods of increasing fuel costs would likely cause these transportation costs to correspondingly increase. Extended periods of
increased airfares could adversely impact our results of operations and financial condition.

Increases in prices of other commodities utilized by us in our business could adversely affect us. For example, in certain prior
years, as a result of increases in the cost of cotton, the cost to us of linens and uniforms utilized in our operations has increased. Our
land-based health and wellness operations also have experienced an increase in the cost of electrical utilities. Increases in minimum
wage obligations in jurisdictions where we employ personnel have also affected us directly and could adversely impact our results of
operation and financial condition.

We Depend on Our Key Officers and Qualified Employees

Our continued success will depend to a significant extent on our senior executive officers, including Leonard Fluxman, our
Executive Chairman, President and Chief Executive Officer, Stephen Lazarus, our Chief Financial Officer and Chief Operating
Officer, and Susan Bonner, our Chief Commercial Officer. The unanticipated loss of the services of any of these persons or other key
management personnel, due to illness, resignation or otherwise could have a material adverse effect on our business.

Our success is dependent on our ability to recruit and retain personnel qualified to perform our services. Shipboard employees

typically are employed pursuant to agreements with terms of nine months. Our land-based health and wellness employees generally
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are employed without contracts, on an at-will basis. Other providers of shipboard health and wellness services compete with us for
shipboard personnel. We also compete with destination resort health and wellness centers and other employers for our shipboard and
land-based health and wellness personnel. Our inability to attract a sufficient number of qualified personnel in the future to provide
our services and products could adversely impact our results of operations and financial condition. In addition, due to the impacts of
the recent pandemic, the immigration approval processes in the United States experienced severe backlog and may in the future
proceed at a slower pace than previously had been the case. Since many of our shipboard employees are not United States citizens,
continuation or exacerbation of this trend of immigration restrictions could adversely affect our ability to meet our shipboard staffing
needs on a timely basis.

Almost all of our shipboard personnel come from jurisdictions outside the United States. Our ability to obtain non-United States
shipboard employees in the future is subject to regulations in certain countries from which we source a number of our employees and,
in the case of one country, control by an employment company that acts on behalf of employees and potential employees from that
country. In addition, in that country, we are required to deal with local employment companies to facilitate the hiring of employees.
Our ability to obtain shipboard employees from those countries on economic terms that are acceptable to us may be hampered by our
inability to enter into an acceptable agreement with the applicable local employment company.

In addition, the various jurisdictions where we operate our health and wellness centers have their own licensing or similar
requirements applicable to our employees, which could affect our ability to open new health and wellness centers on a timely basis or
adequately staff existing health and wellness centers. The ship we serve that is United States-based also is subject to United States
labor law requirements that can result in delays in obtaining adequate staffing.

Possible Adverse Changes in United States or Foreign Tax Laws or Changes in Our Business Could Increase Our Taxes

Background

We are a Bahamas international business company (“IBC”) that owns, among other entities, OneSpaWorld (Bahamas) Limited
(formerly known as Steiner Transocean Limited) (“OneSpaWorld (Bahamas)”), our principal subsidiary and a Bahamas IBC that
conducts our shipboard operations, primarily outside United States waters (which constitutes most of our shipboard activities), and
One Spa World LLC, a Florida limited liability company that performs administrative services in connection with our operations in
exchange for fees from OneSpaWorld (Bahamas) and other subsidiaries.

We also own, directly or indirectly, the shares of additional subsidiaries organized in the United States, the United Kingdom and
other taxable jurisdictions, as well as subsidiaries organized in jurisdictions that do not subject the subsidiaries to taxation.

Currently, we and our non-United States subsidiaries are not subject to Bahamas income tax or other (including United States
federal) income tax, except as set forth below. Our United States subsidiaries are subject to United States federal income tax as a
consolidated group at a regular corporate rate of 21%. Generally, any dividends paid by our United States holding company to its
parent, are subject to a 30% United States withholding tax. Other than as described below, we believe that none of the income
generated by our non-United States subsidiaries should be effectively connected with the conduct of a trade or business within the
United States and, accordingly, that such income should not be subject to United States federal income tax.

A foreign corporation generally is subject to United States federal corporate income tax at a rate of 21% on its taxable income
that is effectively connected with the conduct of a trade or business within the United States (“effectively connected income” or
“ECI”). A foreign corporation also can be subject to a branch profits tax of 30% imposed on “dividend equivalent amounts” of its
after-tax earnings that are ECI.

ECI may include any type of income from sources within the United States (“U.S.-source income”), but only limited types of
income from sources without the United States (“foreign-source income”). OneSpaWorld (Bahamas) has three types of income:
income from the provision of health and wellness services, income from the sales of health and wellness products and income from
leasing (at rates determined on an arm’s length basis) our shipboard employees and space to a United States subsidiary that performs
health and wellness services and sells health and wellness products while the ships are in United States waters and pays OneSpaWorld
(Bahamas) the amounts referenced above (the “U.S. Waters Activities™).

We believe that most of OneSpaWorld (Bahamas)’s shipboard income should be treated as foreign-source income under the

U.S. Treasury Department regulations for determining the source of such income (the “source rule regulations”). This belief is based
on the following:
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o all of the functions performed, resources employed and risks assumed in connection with the performance of the above-
mentioned services and sales (other than OneSpaWorld (Bahamas)’s involvement in the U.S. Waters Activities) occur
outside of the United States; and

o income to OneSpaWorld (Bahamas) from the U.S. Waters Activities is ECI, and thus subject to United States income
taxation, but constitutes a small percentage of OneSpaWorld (Bahamas)’s total income.

To the extent that our belief about the source of OneSpaWorld (Bahamas)’s shipboard income is correct, such income would not
be ECI because such income is income of a character (compensation for services, gains on sales of certain property, and rental income
from the lease of tangible property) that cannot be treated as ECI unless it is treated as U.S.-source income. However, OneSpaWorld
(Bahamas)’s shipboard income generated while in port in The Bahamas is subject to the payment of a 10% VAT payable to the
Bahamas Department of Inland Revenue.

The Risks to OneSpaWorld

Under United States Treasury Department regulations, as of January 1, 2007, all or a portion of OneSpaWorld (Bahamas)’s
income for periods commencing on or after that date could be subject to United States federal income tax at a rate of up to 35% with
respect to income earned prior to January 1, 2018 and 21% with respect to income earned thereafter:

o to the extent the income from OneSpaWorld (Bahamas)’s shipboard operations that OneSpaWorld believes are performed
outside of United States territorial waters is considered by the Internal Revenue Service (“IRS”) to be attributable to
functions performed, resources employed or risks assumed within the United States or its possessions or territorial waters;

o to the extent the income from OneSpaWorld (Bahamas)’s sale of health and wellness products for use, consumption, or
disposition in international waters is considered by the IRS to be attributable to functions performed, resources employed
or risks assumed within the United States, its possessions or territorial waters; or

o to the extent that passage of title or transfer of ownership of products sold by OneSpaWorld (Bahamas) for use,
consumption or disposition outside international waters, takes place in the United States or a United States office
materially participates in such sales.

If OneSpaWorld (Bahamas) were considered to be a controlled foreign corporation (“CFC”) for purposes of the source rule
regulations, any of its shipboard income would be considered U.S.-source income and would be subject to United States federal
income tax unless such income is attributable to functions performed, resources employed or risks assumed in a foreign country or
countries.

A foreign corporation is a CFC if more than 50% of (i) the total combined voting power of all classes of stock entitled to vote or
(i1) the total value of the stock of such corporation is owned or considered as owned by “United States shareholders” (“U.S.
shareholders™) on any day during the taxable year of such corporation. A “U.S. Shareholder,” generally, means a “United States
person” (“U.S. person”) who owns directly, indirectly or constructively at least 10% of the voting power or value of the stock of a
foreign corporation. A “U.S. person” is a citizen or resident of the United States, a domestic partnership, a domestic corporation, any
domestic estate or a trust over which a United States court is able to exercise administrative supervision and over which one or more
U.S. persons have authority to control all substantial decisions.

Under certain “downward attribution” rules made applicable by a provision of Pub. L. No. 115-97, enacted December 22, 2017
(known as the “Tax Cuts and Jobs Act” (“TCJA”)), to determine the CFC status of a foreign corporate subsidiary of a foreign parent
corporation that also has a U.S. subsidiary, the foreign subsidiary may in certain circumstances be treated as a CFC based solely on its
brother-sister relationship to the U.S. subsidiary. However, on September 22, 2020, the Federal Register published an amendment to
the source rule regulations (the “2020 amendment”), providing that for purposes of that regulation, the status of a foreign corporation
as a CFC or not is determined without regard to the above-mentioned provision of the TCJA. The 2020 amendment applies to taxable
years of foreign corporations ending on or after October 1, 2019. For taxable years of foreign corporations ending before October 1,
2019, a taxpayer may apply such provisions to the last taxable year of a foreign corporation beginning before January 1, 2018, and
each subsequent taxable year of the foreign corporation, provided that the taxpayer and U.S. persons that are related (within the
meaning of section 267 or 707) to the taxpayer consistently apply such provisions with respect to all foreign corporations.

Accordingly, solely for purposes of the source rule regulations, we believe that OneSpaWorld (Bahamas) should not be
characterized as a CFC. This should allow us to treat most of our shipboard income, which is earned by a foreign corporation that
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would not be a CFC but for the TCJA provision referred to above, to be foreign source income to the same extent as income earned by
a foreign corporation that is not a CFC.

If OneSpaWorld (Bahamas) is subject to United States federal income tax (at a rate of 21%) on its income that is ECI, it also
would be subject to a branch profits tax of 30% on its annual dividend equivalent amount (a measure of its after-tax earnings that are
considered to be withdrawn, from its United States business).

Certain non-United States jurisdictions may also assert that OneSpaWorld (Bahamas)’s income is subject to their income tax.

Some of our United Kingdom, Bahamas and United States subsidiaries provide goods and/or services to us and certain of our
other subsidiaries. The United Kingdom or United States tax authorities may assert that some or all of these transactions do not
contain arm’s length terms. In that event, income or deductions could be reallocated among our subsidiaries in a manner that could
increase the United Kingdom or United States tax on us. This reallocation also could result in the imposition of interest and penalties.

We cannot assure you that the tax laws on which we have relied to minimize our income taxes will remain unchanged in the
future.

Our land-based operations, the income from which is generally taxable, have significantly increased and we intend to consider
land-based opportunities in the future (though we cannot assure you that we will be successful in finding appropriate opportunities).
To the extent that we are able to effectively implement this strategy, the amount of our income that is subject to tax would increase.

The Success of Health and Wellness Centers Depends on the Hospitality Industry

We are dependent on the hospitality industry for the success of destination resort centers. The public concern over the recent
pandemic, coupled with a drop in demand for international travel and leisure, and restrictions on international travel and immigration
have adversely affected the hospitality industry. To the extent that consumers do not choose to stay at venues where we operate health
and wellness centers, over which we have no control, our business, operations, results of operations and financial condition could be
materially adversely affected.

The considerations described above regarding the effects of adverse economic conditions on the cruise industry apply similarly
to the hospitality industry, including the destination resorts where we have operations. Periods of economic slowdown result in
reduced destination resort occupancy rates and decreased spending by destination resort guests, including at the destination resorts
where we operate health and wellness centers. The recurrence of challenging economic conditions, as well as instances of increased
fuel costs, which have occurred in certain prior years, could result in lower destination resort occupancy, which would have a direct,
adverse effect on the number of destination resort guests that purchase our health and wellness services and products at the venues in
question. Accordingly, such lower occupancy rates at the destination resorts we serve could have a material adverse effect on our
results of operations and financial condition.

The following are other risks related to the hospitality industry:
° changes in the national, regional and local conditions (including major national or international terrorist attacks, armed
hostilities, such as the recent invasion of Ukraine, or other significant adverse events, including an oversupply of hotel

properties or a reduction in demand for hotel rooms);

o the possible loss of funds expended for build-outs of health and wellness centers at venues that fail to open, underperform
or close due to economic slowdowns or otherwise;

o the attractiveness of the venues to consumers and competition from comparable venues in terms of, among other things,
accessibility and cost;

° the outbreaks of illnesses, such as the recent pandemic, or the perceived risk of such outbreaks, in locations where we
operate land-based health and wellness centers or locations from which guests of such wellness centers are sourced,

° weather conditions, including natural disasters, such as earthquakes, hurricanes, tsunamis and floods, which may be
exacerbated due to climate change;

° possible labor unrest or changes in economics based on collective bargaining activities;
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o changes in ownership, maintenance or room rates of, or popular travel patterns and guest demographics at the venues we
serve;

o possible conversion of guest rooms at hotels to condominium units and the decrease in health and wellness center usage
that often accompanies such conversions, and the related risk that condominium hotels are less likely to be suitable venues
for our health and wellness centers;

o reductions in destination resort occupancy during major renovations or as a result of damage or other causes;

o acquisition by destination resort chains of health and wellness service providers to create captive “in-house” brands and
development by destination resort chains of their own proprietary health and wellness service providers, reducing the
opportunity for third-party health and wellness providers like us; and

° the financial condition of the airline industry, which has eliminated or reduced airline service to locations where we
operate destination resort facilities, which has resulted and could continue to result in fewer guests at those venues.

We Compete with Passenger Activity Alternatives

We compete with passenger activity alternatives on cruise ships and with competing providers of services and products similar
to our services and products seeking agreements with cruise lines. Casinos, bars and a variety of shops are found on almost all of the
ships served by us. In addition, ships dock in ports which provide opportunities for additional shopping as well as other activities that
compete with us for passenger attention and disposable income, and cruise ships are increasingly offering itineraries providing for
greater numbers of port days. Cruise ships also typically offer swimming pools and other recreational facilities and activities, as well
as musical and other entertainment, all without additional charge to the passengers. Certain cruise lines we serve and have formerly
served have engaged the services of third parties or their own personnel for the operation of the health and wellness centers for all or
some of their ships. Additional cruise lines could take similar actions in the future. In addition, there are certain other entities offering
services in the cruise industry similar to those provided by us and we may not be able to serve new cruise ships that come into service
and that are not covered by our cruise line agreements.

Many of the land-based venues that we serve or may serve in the future offer recreational entertainment facilities and activities
similar to those offered on cruise ships, often without additional charge to guests. A number of the hotels we serve also offer casino
gambling. These activities and facilities compete with us for customer time and disposable income. Our destination resort health and
wellness centers also compete with other health and wellness centers in their vicinities, as well as with other beauty, relaxation or
other therapeutic alternatives. These include salons that offer these services at prices significantly lower than those charged by us. We
believe, however, that the prices charged by us are appropriate for the quality of the experience we provide in our respective markets.
In addition, we also compete, both for customers and for contracts with hotels, with health and wellness centers and beauty salons
owned or operated by companies that have offered their destination resort health and wellness services longer than we have, some of
which enjoy greater name recognition with customers and prospective customers than health and wellness centers operated by us.
Also, a number of these health and wellness center operators may have greater resources than we do. Further, some hotel operators
provide health and wellness services themselves. If we are unable to compete effectively in one or more areas of our operations, our
results of operations and financial condition could be adversely affected.

Risks Relating to Non-U.S. Operations and Hostilities

The cruise lines we serve operate in waters and call on ports throughout the world and our destination resort health and wellness
centers are located in a variety of countries. Operating internationally exposes us to a number of risks, including increased exposure to
a wider range of regional and local economic conditions, volatile local political conditions, potential changes in duties and taxes,
including changing and/or uncertain interpretations of existing tax laws and regulations, required compliance with additional laws and
policies affecting cruising, vacation or maritime businesses or governing the operations of foreign-based companies, currency
fluctuations, interest rate movements, difficulties in operating under local business environments, port quality and availability in
certain regions, U.S. and global anti-bribery laws or regulations, imposition of trade barriers and restrictions on repatriation of
earnings.

Operating globally also exposes us to numerous and sometimes conflicting legal, regulatory and tax requirements. In many parts
of the world, including countries in which we operate, practices in the local business communities might not conform to international
business standards. We must adhere to policies designed to promote legal and regulatory compliance as well as applicable laws and
regulations. However, we might not be successful in ensuring that our employees, agents, representatives and other third parties with
whom we associate throughout the world properly adhere to them. Failure by us, our employees or any of these third parties to adhere
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to our policies or applicable laws or regulations could result in penalties, sanctions, damage to our reputation and related costs which
in turn could negatively affect our results of operations and cash flows.

As a global operator, our business may also be impacted by changes in U.S. policy or priorities in areas such as trade,
immigration and/or environmental or labor regulations, among others. Depending on the nature and scope of any such changes, they
could impact our domestic and international business operations. Any such changes, and any international response to them, could
potentially introduce new barriers to passenger or crew travel and/or cross border transactions, impact our guest experience and/or
increase our operating costs.

The waters and countries in which we operate include geographic regions that, from time to time, experience political and civil
unrest and armed hostilities. Political unrest in areas where we operate health and wellness centers also has adversely affected our
operations and continued political unrest in the Middle East has adversely affected the travel industry in that region. The threat of
additional attacks and of armed hostilities internationally, such as the hostilities in Eastern Europe and Ukraine, or locally, may cause
prospective travelers to cancel their plans, including plans for cruise or land-based venue vacations. Weaker cruise industry and land-
based venue performance could have a material adverse effect on our results of operations and financial condition.

Increasing Scrutiny and Changing Expectations From Investors, Lenders, Customers, Government Regulators and Other Market
Participants with Respect to our Environmental, Social and Governance (“ESG”) Policies and Activities may Impose Additional
Costs on us or Expose us to Additional Risks.

Companies across all industries and around the globe are facing increasing scrutiny relating to their ESG policies and activities.
Investors, lenders and other market participants are increasingly focused on ESG practices and in recent years have placed increasing
importance on the implications and social cost of their investments. Investment in funds that specialize in companies that perform well
in assessments performed by ESG raters are increasingly popular, and major institutional investors have emphasized the importance of
such ESG measures to their investment decisions. Responding to ESG considerations, including diversity and inclusion,
environmental stewardship, support for local communities, labor conditions and human rights, ethics and compliance with law and
corporate governance and transparency, and implementing goals and initiatives involve risks and uncertainties and depend in part on
third-party performance or data that is outside our control.

In February 2021, the Acting Chair of the SEC issued a statement directing the Division of Corporation Finance to enhance its
focus on climate-related disclosure in public company filings and in March 2021 the SEC announced the creation of a Climate and
ESG Task Force in the Division of Enforcement. We risk damage to our brand and reputation or limited access to capital markets and
loans, if we fail to adapt to or comply with investor, lender or other stakeholder expectations and standards and potential government
regulation in a number of areas, such as diversity and inclusion, environmental stewardship, support for local communities, and
corporate governance and transparency. In addition, compliance with standards and regulation may result in additional costs.

Increased Severe Weather, Including as A Result of Climate Change, Can Disrupt Our Operations

Our operations may be impacted by adverse weather patterns or other natural disasters, such as hurricanes, earthquakes, floods,
fires, tornadoes, tsunamis, typhoons and volcanic eruptions. Most scientists have concluded that increasing concentrations of
greenhouse gases in the Earth’s atmosphere that contribute to climate change could have significant physical effects on weather
conditions, such as increased frequency and severity of hurricanes, storms, droughts, floods, and other climatic events. It is possible
that cruises we serve could be forced to alter itineraries or cancel a cruise or a series of cruises or tours due to these or other factors.
Extreme weather events, such as hurricanes, floods and typhoons, may not only cause disruption, alteration, or cancellation of cruises
and closures of destination resort health and wellness centers but may also adversely impact commercial airline flights and other
transport or prevent certain individuals from electing to utilize our offerings altogether. In addition, these extreme weather conditions
could result in increased wave and wind activity, which would make it more challenging to sail and dock ships and could cause
sea/motion sickness among guests and crew on the ships we serve. These events could have an adverse impact on the safety and
satisfaction of cruising and could have an adverse impact on our net revenue yields and profitability. Additionally, these extreme
weather conditions could impact our ability to provide our cruise products and services as well as to obtain insurance coverage for
operations in such areas at reasonable rates.

Risk of Early Termination of Land-Based Health and Wellness Center Agreements

A number of our land-based health and wellness center agreements provide that landlords may terminate the agreement prior to
its expiration date (provided, in some cases, that we receive certain compensation with respect to our build-out expenses and earnings
lost as a result of such termination). While we always attempt to negotiate the best deal we can in this regard, we may not be able to
successfully negotiate a termination fee in any of our future agreements or that any amounts we would receive in connection with such
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termination accurately reflects the economic value of the assets we would be leaving behind as a result of such termination. In
addition, in the event of certain terminations of an agreement with a land-based venue, such as by the venue operator after our breach
of an agreement, or as a result of the bankruptcy of a venue, even if we have a provision in our agreement providing for a termination
payment, we could receive no compensation with respect to build-out expenditures we have incurred.

We also attempt to obtain terms in our land-based health and wellness center agreements that protect us in the event that the
lessor’s lender forecloses and takes over the property in question. However, we cannot always obtain such protective “non-
disturbance” terms. In the event that the lender to a land-based venue owner under an agreement where no such non-disturbance term
is included forecloses on that property, our agreement could be terminated prior to the expiration of its term. In such case, in addition
to the loss of income from that health and wellness center, we could lose the residual value of any investment we made to build out
that facility.

Delays in New Ship Introductions Could Slow Our Growth

Our growth depends, in part, on our serving new cruise ships brought into service. A number of cruise lines we serve have
experienced in the past and recently, and could experience in the future, delays in bringing new ships into service. In addition, there is
a limited number of shipyards in the world capable of constructing large cruise ships in accordance with the standards of major cruise
lines. This also may contribute to delays in new ship construction. Such delays could slow our growth and have an adverse impact on
our results of operations and financial condition.

Changes in and Compliance with Laws and Regulations Relating to Environment, Health, Safety, Security, Data Privacy and
Protection, Tax and Anti-Corruption Under Which We Operate May Lead to Litigation, Enforcement Actions, Fines, or Penalties

We are subject to numerous international, national, state and local laws, regulations and treaties, including social issues, health
and safety, security, data privacy and protection, and tax, among other matters. Failure to comply with these laws, regulations, treaties
and agreements has led and could lead to enforcement actions, fines, civil or criminal penalties or the assertion of litigation claims and
damages. We are required to coordinate and cooperate with the CDC, U.S. and other nation governments, and global public health
authorities to take precautions to protect the health, safety and security of guests and shipboard personnel and implement certain
precautions. New legislation, regulations or treaties, or changes thereto, could impact our operations and would likely subject us to
increased compliance costs in the future. We could also be subject to litigation alleging non-compliance with the new legislation. In
addition, training of crew may become more time consuming and may increase our operating costs due to increasing regulatory and
other requirements.

Environmental laws and regulations or liabilities arising from past or future releases of, or exposure to, hazardous substances or
vessel discharges, including ballast water and waste disposal, could materially adversely affect our business, profitability and financial
condition. Some environmental groups have lobbied for more stringent regulation of cruise ships. Various agencies and regulatory
organizations have enacted or are considering new regulations or policies, such as stricter emission limits to reduce greenhouse gas
effects, which could adversely impact the cruise industry.

Our guest and employee relationships provide us with access to sensitive data. We are subject to laws and requirements related
to the treatment and protection of such sensitive data. We may be subject to legal liability and reputational damage if we do not
comply with data privacy and protection regulations. Various governments, agencies and regulatory organizations have enacted and
are considering new regulations and implementation of rules for existing regulations. Additional requirements could negatively impact
our ability to market cruises to consumers and increase our costs.

Among other regulations, we are subject to the European Union General Data Protection Regulation (“EU GDPR”) and UK
General Data Protection Regulation (“UK GDPR”), which impose significant obligations to businesses that sell products or services to
EU and UK customers or otherwise control or process personal data of EU or UK residents. Should we violate or not comply with the
EU GDPR or the UK GDPR, or any other applicable laws or regulations, contractual requirements relating to data security and
privacy, either intentionally or unintentionally, or through the acts of intermediaries, it could have a material adverse effect on our
business, financial condition and results of operations, as well as subject us to significant fines, litigation, losses, third-party damages
and other liabilities.

We are subject to the examination of our income tax returns by tax authorities in the jurisdictions where we operate. There can
be no assurance that the outcome from these examinations will not adversely affect our profitability.

As budgetary constraints continue to adversely impact the jurisdictions in which we operate, increases in income or other taxes
affecting our operations may be imposed. Some social activist groups have lobbied for more taxation on income generated by cruise
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companies. Certain groups have also generated negative publicity for us. In recent years, certain members of the U.S. Congress have
proposed various forms of legislation that would result in higher taxation on income generated by cruise companies.

Our global operations subject us to potential liability under anti-corruption, economic sanctions, and other laws and regulations.
The Foreign Corrupt Practices Act, the UK Bribery Act and other anti-corruption laws and regulations (““Anti-Corruption Laws”)
prohibit corrupt payments by our employees, vendors, or agents. While we devote substantial resources to our global compliance
programs and have implemented policies, training, and internal controls designed to reduce the risk of corrupt payments, our
employees, vendors, or agents may violate our policies. Our failure to comply with Anti-Corruption Laws could result in significant
fines and penalties, criminal sanctions against us, our officers, or our employees, prohibitions or limitations on the conduct of our
business, and damage to our reputation. Operations outside the U.S. may also be affected by changes in economic sanctions, trade
protection laws, policies, and other regulatory requirements affecting trade and investment. We may be subject to legal liability and
reputational damage if we improperly sell goods or otherwise operate improperly in areas subject to economic sanctions such as
Crimea, Iran, North Korea, Cuba, Sudan, and Syria, or if we improperly engage in business transactions with persons subject to
economic sanctions.

These various international laws and regulations could lead and have led to enforcement actions, fines, civil or criminal
penalties or the assertion of litigation claims and damages. In addition, improper conduct by our employees or agents could damage
our reputation and lead to litigation or legal proceedings that could result in significant awards or settlements to plaintiffs and civil or
criminal penalties, including substantial monetary fines. Such events could lead to an adverse impact on our financial condition or
profitability, even if the monetary damage is mitigated by our insurance coverage.

As a result of ship or other incidents, litigation claims, enforcement actions and regulatory actions and investigations, including,
without limitation, those arising from personal injury, loss of life, loss of or damage to personal property, business interruption losses
or environmental damage to any affected coastal waters and the surrounding areas, may be asserted or brought against various parties,
including us. The time and attention of our management may also be diverted in defending such claims, actions and investigations. We
may also incur costs both in defending against any claims, actions and investigations and for any judgments, fines, or civil or criminal
penalties if such claims, actions or investigations are adversely determined and not covered by our insurance policies.

We Could be Subject to Governmental Investigations or Penalties, Legal Proceedings, Litigation, and Class Actions that Could
Adversely Impact our Reputation, Financial Condition, and Results of Operations

Legal proceedings or litigation against us brought by our employees, customers, cruise line partners, resort partners,
shareholders, creditors or others could lead to tangible adverse effects on our business, including damages payments, payments under
settlement agreements and fines. Disagreements with our cruise line or destination resort partners could also result in litigation. The
nature of our responsibilities under our agreements with cruise line and destination resort partners enforce the standards required for
our brands and may be subject to interpretation and will from time to time give rise to disagreements, which may include
disagreements over the need for payments, reimbursements and other costs. We seek to resolve any disagreements to develop and
maintain positive relations with current and potential cruise line and destination resort partners, but we cannot provide assurance that
we can always do so. Failure to resolve such disagreements may result in litigation in the future. If any such litigation results in an
adverse judgment, settlement, or court order, we could suffer significant losses, our profits could be reduced, or our future ability to
operate our business could be constrained.

While payments under some claims and lawsuits, or settlements of claims and lawsuits, may be covered by insurance such
that the maximum amount of our liability, net of any insurance recoverable, could be typically limited to our self-insurance retention
levels, we cannot guaranty such an outcome in all instances.

Product Liability and Other Potential Claims Could Adversely Affect Us

The nature and use of our products and services could give rise to liability if a customer were injured while receiving one of our
services. Guests at our health and wellness centers could be injured, among other things, in connection with their use of our fitness
equipment, sauna facilities or other facilities. If any of these events occurred, we could incur substantial litigation expense and be
required to make payments in connection with settlements of claims or as a result of judgments against us.

We maintain insurance to cover a number of risks associated with our business. While we seek to obtain comprehensive
insurance coverage at commercially reasonable rates, we cannot be certain that appropriate insurance will be available to us in the
future on commercially reasonable terms or at all. Our insurance policies are subject to coverage limit, exclusions and deductible
levels and are subject to non-renewal upon termination at the option of the applicable insurance company. Our inability to obtain
insurance coverage at commercially reasonable rates for the potential liabilities that we face could have a material adverse effect on
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our results of operations and financial condition. In addition, in connection with insured claims, we bear the risks associated with the
fact that insurers often control decisions relating to pre-trial settlement of claims and other significant aspects of claims and their
decisions may prove to not be in our best interest in all cases.

We believe that our current coverage is adequate to protect us against most of the significant risks involved in the conduct of our
business, but we self-insure or use higher deductibles for various risks. Accordingly, we are not protected against all risks (including
failures by third-party service providers such as insurance brokers to fulfill their duties), which could result in unexpected increases in
our expenses in the event of certain claims against us.

If the types of services we offer increase, the potential for claims against us also could increase. We self-insure potential claims
regarding certain of our medi-spa services. High visibility claims also could cause us to receive adverse publicity and suffer a loss of
sales, and, therefore, our results of operations and financial condition could be materially adversely affected in such cases. We are, and
may in the future be, subject to other legal proceedings, including claims presented as class actions. Litigation is subject to many
uncertainties, and we cannot predict the outcome of individual matters. It is reasonably possible that the final resolution of these
matters could have a material adverse effect on our results of operations and financial condition.

Our Indebtedness Could Adversely Affect Our Financial Condition and Ability to Operate and We May Incur Additional Debt

As of December 31, 2022, we have $215.7 million of secured indebtedness under our First Lien Term Loan Facility and Second
Lien Term Loan Facility, and our First Lien Revolving Facility (collectively, the “Credit Facilities”). Our debt level and the terms of
our financing arrangements could adversely affect our financial condition and limit our ability to successfully implement our growth
strategies. In addition, under the Credit Facilities, certain of our direct and indirect subsidiaries have granted the lenders a security
interest in substantially all of their assets. Our ability to meet our debt service obligations will depend on our future performance,
which will be affected by the other risk factors described herein. If we do not generate enough cash flow to pay our debt service
obligations, we may be required to refinance all or part of our existing debt, sell our assets, borrow more money or raise equity. We
may not be able to take any of these actions on a timely basis, on terms satisfactory to us, or at all.

The Credit Facilities bear interest at variable rates. If market interest rates increase, variable rate debt will create higher debt
service requirements, which could adversely affect our cash flow.

Our Credit Facilities Contain Financial and Other Covenants. The Failure to Comply with Such Covenants Could Have An
Adverse Effect on Us

Our Credit Facilities contain certain financial covenants and a number of traditional negative covenants, including limitations on
our ability to, among other things, incur and/or undertake asset sales and other dispositions, liens, indebtedness, certain acquisitions,
and investments, consolidations, mergers, reorganizations and other fundamental changes, payment of dividends and other
distributions to equity and warrant holders and prepayments of material subordinated debt, in each case, subject to customary
exceptions. Any failure to comply with the restrictions of the Credit Facilities may result in an event of default under the agreements.
If an event of default occurs, the lenders under the Credit Facilities are entitled to take various actions, including the acceleration of
amounts due under the Credit Facilities and all actions permitted to be taken by a secured creditor, subject to customary intercreditor
provisions among the first and second lien secured parties.

Our First and Second Lien Term Facilities Are Tied to LIBOR

The United Kingdom’s Financial Conduct Authority (the “FCA”), which regulates LIBOR, stopped persuading or compelling
banks to submit LIBOR rates after 2021, and on December 31, 2021, ICE Benchmark Administration, the administrator of LIBOR,
with the support of the Federal Reserve Board and the FCA, ceased publication of USD LIBOR for the one week and two month U.S.
dollar LIBOR tenors. Publications related to all other LIBOR tenors will cease immediately on June 30, 2023. In the U.S, the
Alternative Reference Rates Committee formally recommended the Secured Overnight Financing Rate, or “SOFR,” plus a
recommended spread adjustment, as the replacement for USD LIBOR. The application of or transition to SOFR or any other
alternative reference rate could increase our interest expense or may introduce operational risks in our accounting or financial
reporting and other aspects of our business. As of December 31, 2022, we had $215.7 million in outstanding indebtedness tied to
LIBOR and are currently renegotiating certain of our financing agreements.

Any of these occurrences could materially and adversely affect our borrowing costs, financial condition, and results of
operations.
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If We Are Unable to Execute Our Growth Strategies, Including Our Ability to Offer and Integrate New Services and Products, Our
Business Could Be Adversely Affected

The demands of consumers with respect to health and wellness services and products continue to evolve. Among other things,
there is a continuing trend to add services at health and wellness centers similar to those traditionally provided in medical facilities,
including services relating to skin care. If we are unable to identify and capture new audiences, our ability to successfully integrate
additional services and products will be adversely affected. Our ability to provide certain additional services depends on our ability to
find appropriate third parties with whom to work in connection with these services and, in certain cases, could be dependent on our
ability to fund substantial costs. We cannot assure that we will be able to find such appropriate third parties or be able to fund such
costs. We also cannot assure that we will be able to continue to expand our health and wellness services sufficiently to keep up with
consumer demand. Accordingly, we may not be able to successfully implement our growth strategies or continue to maintain sales at
our current rate, or at all. If we fail to implement our growth strategies, our revenue and profitability may be negatively impacted,
which would adversely affect our business, financial condition and results of operations.

Our Business Could Be Adversely Affected if We Are Unable to Successfully Protect Our Trademarks or Obtain New Trademarks

The market for our services and products depends to a significant extent upon the value associated with our brand names.
Although we take appropriate steps to protect our brand names, in the future, we may not be successful in asserting trademark
protection in connection with our efforts to grow our business or otherwise due to the nature of certain of our marks or for other
reasons. In addition, the laws of certain foreign countries may not protect our intellectual property rights to the same extent as the laws
of the United States. The costs required to protect our trademarks and trade names may be substantial. If other parties infringe on our
intellectual property rights, the value of our brands in the marketplace may be diluted. In addition, any infringement of our intellectual
property rights would likely result in a commitment of our time and resources to protect these rights through litigation or otherwise.
One or more adverse judgments with respect to these intellectual property rights could negatively impact our ability to compete and
could adversely affect our results of operations and financial condition.

We Are Subject to Currency Risk

Fluctuations in currency exchange rates compared to the U.S. Dollar can impact our results of operations, most significantly
because we pay for the administration of recruitment and training of our shipboard personnel in U.K. Pounds Sterling and Euros.
Accordingly, while the relative strength of the U.S. Dollar has improved recently, renewed weakness of the U.S. Dollar against those
currencies can adversely affect our results of operations, as has occurred in some recent years. To the extent that the U.K. Pound
Sterling or the Euro is stronger than the U.S. Dollar, our results of operations and financial condition could be adversely affected.

We May Be Exposed to the Threat of Cyber Attacks and/or Data Breaches, which Could Cause Business Disruptions and Loss

Cyberattacks can vary in scope and intent from economically driven attacks to malicious attacks targeting our key operating
systems with the intent to disrupt, disable or otherwise cripple our maritime and/or land-based operations. This can include any
combination of phishing attacks, malware and/or viruses targeted at our key systems. The breadth and scope of this threat has grown
over time, and the techniques and sophistication used to conduct cyberattacks, as well as the sources and targets of the attacks, change
frequently. While we invest time, effort and capital resources to secure our key systems and networks, we cannot provide assurance
that we will be successful in preventing or responding to all such attacks.

A successful cyberattack may target us directly, or may be the result of a third-party vendor’s inadequate care. In either
scenario, we may suffer damage to our key systems and/or data that could interrupt our operations, adversely impact our reputation
and brand and expose us to increased risks of governmental investigation, litigation and other liability, any of which could adversely
affect our business. Furthermore, responding to such an attack and mitigating the risk of future attacks could result in additional
operating and capital costs in systems technology, personnel, monitoring and other investments.

Even if we are fully compliant with legal and/or industry standards and any relevant contractual requirements, we still may not
be able to prevent security breaches involving sensitive data and/or critical systems. Any breach, theft, loss, or fraudulent use of guest,
employee, third-party or company data, could adversely impact our reputation and brand and our ability to retain or attract new
customers, and expose us to risks of data loss, business disruption, governmental investigation, litigation and other liability, any of
which could adversely affect our business. Significant capital investments and other expenditures could be required to remedy the
problem and prevent future breaches, including costs associated with additional security technologies, personnel, experts and credit
monitoring services for those whose data has been breached. Further, if we or our vendors experience significant data security
breaches or fail to detect and appropriately respond to significant data security breaches, we could be exposed to government
enforcement actions and private litigation.
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Cybersecurity has become a top priority for regulators around the world, and some jurisdictions have enacted laws requiring
companies to notify individuals of data security breaches involving certain types of personal data. In February 2018, the SEC issued
guidance stating that public companies are expected to have controls and procedures that relate to cybersecurity disclosure, and are
required under the federal securities laws to disclose information relating to certain cyber-attacks or other information security
breaches. In March 2022, the SEC proposed new cybersecurity disclosure requirements intended to increase the transparency of
publicly traded organizations’ cybersecurity practices, and has placed cybersecurity risk disclosure and compliance requirements on its
rule-making agenda for 2023. If we fail to comply with the relevant laws and regulations relating to cybersecurity, we could suffer
financial loss, a disruption of our business, liability to investors, regulatory intervention or reputational damage.

Changes in Privacy Law Could Adversely Affect Our Ability to Market Our Services Effectively

Our ability to market our services effectively is an important component of our business. We rely on a variety of direct
marketing techniques, including telemarketing, email marketing, and direct mail. Any further restrictions under laws such as the
Telemarketing Sales Rule, the CAN-SPAM Act of 2003, the EU and UK GDPR, and various United States state laws or new federal
laws regarding marketing and solicitation, or international data protection laws that govern these activities, could adversely affect the
continuing effectiveness of telemarketing, email, and postal mailing techniques and could force further changes in our marketing
strategy. If this were to occur, we may be unable to develop adequate alternative marketing strategies, which could impact our ability
to effectively market and sell our services.

If we fail to comply with the laws and regulations relating to the protection of data privacy, we could be exposed to suits for
breach of contract or to governmental proceedings. In addition, our relationships and reputation could be harmed, which could inhibit
our ability to retain existing cruise line and destination resort partners. Further, if more restrictive privacy laws or rules are adopted by
authorities in the future, our compliance costs may increase and our ability to perform due diligence on, and monitor the risk of, our
current and potential cruise line and destination resort partners may decrease, which could create liability for us. Additionally, our
opportunities for growth may be curtailed by our compliance capabilities or reputational harm, and our potential liability for security
breaches may increase.

Risks Related to Ownership of Our Securities

Steiner Leisure Owns a Significant Portion of Our Shares and Has Representation on Our Board; Steiner Leisure May Have
Interests That Differ from Those of Other Shareholders

As of the date of this report, approximately 21% of our common shares are beneficially owned by Steiner Leisure. Two of our
directors were nominated by Steiner Leisure, and as a result, Steiner Leisure may be able to significantly influence the outcome of
matters submitted for director action, subject to our directors’ obligation to act in the interest of all of our shareholders, and for
shareholder action, including the designation and appointment of the OneSpaWorld Board of Directors (and committees thereof) and
approval of significant corporate transactions, including business combinations, consolidations and mergers. The influence of Steiner
Leisure over our management could have the effect of delaying or preventing a change in control or otherwise discouraging a potential
acquirer from attempting to obtain control of us, which could cause the market price of our common shares to decline or prevent our
shareholders from realizing a premium over the market price for our common shares.
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Under the “Business Opportunities” section of our Third Amended and Restated Memorandum of Association and Second
Amended and Restated Articles of Association (our “Articles”), among other things, we have renounced any interest or expectancy of
us or our subsidiaries being offered an opportunity to participate in any potential transaction opportunities available to Steiner Leisure
and certain of its affiliates and related parties, such parties have no obligation to communicate or offer such potential transaction
opportunities to us, and such parties will have no duty to refrain from engaging in the same or similar businesses as us. Prospective
investors in our common shares should consider that the interests of Steiner Leisure may differ from their interests in material
respects.

If We Fail to Maintain an Effective System of Internal Control over Financial Reporting, We May Not Be Able to Accurately
Report Our Financial Results or Prevent Fraud; as a Result, Shareholders Could Lose Confidence in Our Financial and Other
Public Reporting, Which Is Likely to Negatively Affect Our Business and the Market Price of Our Common Shares

Effective internal control over financial reporting is necessary for us to provide reliable financial reports and prevent fraud. Any
failure to implement required new or improved controls, or difficulties encountered in our implementation could cause us to fail to
meet our reporting obligations. In addition, any testing conducted by us, or any testing conducted by our independent registered public
accounting firm, may reveal deficiencies in our internal controls over financial reporting that are deemed to be material weaknesses or
that may require prospective or retroactive changes to our financial statements or identify other areas for further attention or
improvement. Inferior internal controls could also cause investors to lose confidence in our reported financial information, which is
likely to negatively affect our business and the market price of our shares.

We are required to disclose changes made in our internal controls and procedures on a quarterly basis and our management is
required to assess the effectiveness of these controls annually. However, for as long as we are an “emerging growth company” under
the JOBS Act, our independent registered public accounting firm will not be required to attest to the effectiveness of our internal
control over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act. We could be an “emerging growth company”
for up to five years following the date we became a public company, until 2024. In the event we satisfy certain requirements,
including, without limitation, qualifying as a “large accelerated filer” due the aggregate market value of our common shares held by
non-affiliates exceeding $700 million, our independent registered public accounting firm would be required to attest to the
effectiveness of our internal control over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act. An independent
assessment of the effectiveness of our internal controls could detect problems that our management’s assessment might not.
Undetected material weaknesses in our internal controls could lead to financial statement restatements and require us to incur the
expense of remediation.

The Market Price and Trading Volume of Our Common Shares Has Been and May Continue to Be Volatile

The market price and trading volume of our common shares may be volatile and could decline significantly, as recently
happened as a result of COVID-19 and related economic uncertainty. We cannot assure that the market price of our common shares
will not fluctuate widely or decline significantly in the future in response to a number of factors, including, without limitation, the
following:

o the recurrence of the COVID-19 pandemic or emergence of a new epidemic or pandemic;
o the realization of any of the risk factors presented in this Annual Report on Form 10-K;
° actual or anticipated differences in our estimates, or in the estimates of analysts, for our revenues, results of operations,

level of indebtedness, liquidity or financial condition;

o performance and departures of key personnel;

o failure to comply with the requirements of Nasdagq;

o failure to comply with the Sarbanes-Oxley Act or other laws or regulations;

° future issuances, sales or resales, or anticipated issuances, sales or resales, of our common shares;

° publication of research reports about us, the cruise industry, or the hospitality industry generally;

o the performance and market valuations of our cruise line partners and of companies in the travel leisure industry;
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o broad disruptions in the financial markets, as occurred as a result of the recent pandemic, including sudden disruptions in
the credit markets;

o speculation in the press or investment community with respect to the factors impacting our business, including the risk
factors presented in this Annual Report on Form 10-K;

o actual, potential or perceived operational and internal control, accounting or financial reporting issues; and
o changes in accounting principles, policies and guidelines.

In the past, securities class-action litigation has been instituted against companies following periods of volatility in the market
price of their shares. This type of litigation could result in substantial costs and divert our management’s attention and resources,
materially adversely impacting our business, operations, results of operations, financial condition and liquidity.

If Securities or Industry Analysts Do Not Publish Research, Publish Inaccurate or Unfavorable Research or Cease Publishing
Research About Us, Our Share Price and Trading Volume Could Decline Significantly

The market for our common shares will depend in part on the research and reports that securities or industry analysts publish
about us or our business. If one or more of the analysts who cover us downgrade their opinions about our business or our common
shares, publish inaccurate or unfavorable research about us, or cease publishing about us regularly, demand for our common shares
could decrease, which might cause our share price and trading volume to decline significantly.

Future Issuances of Debt Securities and/or Equity Securities May Adversely Affect Us, Including the Market Price of Our
Common Shares, and May Be Dilutive to Our Existing Shareholders

In the future, we may incur debt and/or issue equity ranking senior to our common shares. Those securities will generally have
priority upon liquidation. Such securities also may be governed by an indenture or other instrument containing covenants restricting
our operating flexibility. Additionally, any convertible or exchangeable securities that we issue in the future may have rights,
preferences and privileges more favorable than those of our common shares. Because our decision to issue debt and/or equity in the
future will depend, in part, on market conditions and other factors beyond our control, we cannot predict or estimate the amount,
timing, nature or success of our future capital raising efforts. As a result, future capital raising efforts may reduce the market price of
our common shares and be dilutive to our existing sharcholders.

You May Have Difficulty Enforcing Judgments Against Us

We are an international business company incorporated under the laws of the Commonwealth of The Bahamas. A substantial
portion of our assets are located outside the United States. As a result, it may be difficult or impossible to:

o effect service of process within the United States upon us; or
o enforce, against us, court judgments obtained in U.S. courts, including judgments relating to U.S. federal securities laws.

It is unlikely that Bahamian courts would entertain original actions against Bahamian companies, their directors or officers
predicated solely upon U.S. federal securities laws. The Bahamian courts may apply any rule of Bahamian law which is mandatory
irrespective of the governing law and may refuse to apply a rule of such governing law of the relevant documents, if it is manifestly
incompatible with the public policy of The Bahamas. Furthermore, judgments based upon any civil liability provisions of the U.S.
federal securities laws are not directly enforceable in The Bahamas. Rather, a lawsuit must be brought in The Bahamas on any such
judgment. The courts of The Bahamas would recognize a U.S. judgment as a valid judgment, and permit the same to provide the basis
of a fresh action in The Bahamas and should give a judgment based thereon without there being a re-trial or reconsideration of the
merits of the case provided that (i) the courts in the United States had proper jurisdiction under Bahamian conflict of law rules over
the parties subject to such judgment, (ii) the judgment is for a debt or definite sum of money other than a sum payable in respect of
taxes or charges of a like nature or in respect of a fine or penalty, (iii) the U.S. courts did not contravene the rules of natural justice of
The Bahamas, (iv) the judgment was not obtained by fraud on the part of the party in whose favor the judgment was given or of the
court pronouncing it, (v) the enforcement of such judgment would not be contrary to the public policy of The Bahamas, (vi) the
correct procedures under the laws of The Bahamas are duly complied with, (vii) the judgment is not inconsistent with a prior
Bahamian judgment in respect of the same matter and (viii) enforcement proceedings are instituted within six years after the date of
such judgment.
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Certain Provisions in Our Articles May Limit Shareholders’ Ability to Affect a Change in Management or Control

Our Articles include certain provisions which may have the effect of delaying or preventing a future takeover or change in
control of us that shareholders may consider to be in their best interests. Among other things, our Articles provide for a classified
Board serving staggered terms of three years, super majority voting requirements with respect to certain significant transactions and
restrictions on the acquisition of greater than 9.99% ownership without our Board’s approval. Our equity plans and our officers’
employment agreements provide certain rights to plan participants and those officers, respectively, in the event of a change in control
of us. Additionally, with the 2020 Private Placement and the related Investment Agreement, our Articles were amended to create a
new class of non-voting common shares (the “Non-Voting Common Shares’). The Non-Voting Common shares will automatically be
converted into Voting Common Shares upon the occurrence of certain events as set forth in the Articles. Each Non-Voting Common
Share will automatically convert into one Voting Common Share, upon the occurrence of a Qualified Transfer of such Non-Voting
Common Share or with the prior consent of our Board of Directors. A “Qualified Transfer” means a transfer (x) to a third party that is
not (1) an affiliate of such holder nor (2) a person whose ownership thereof would result in such shares being treated as constructively
owned by such holder under Section 958(b) of the U.S. Tax Code, applicable Treasury Regulations and other official guidance (a
Person described in this clause (x), an “Unrelated Person™), and (y) that is not otherwise prohibited under the Articles. This may dilute
the voting power of the current common shareholders. In addition to the Non-Voting Shares, we have issued deferred shares and
warrants as more fully described elsewhere in this report. These deferred shares and warrants may further reduce the control and
voting power of a common shareholder.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our destination resort spas are operated under agreements with the destination resort operators or owners, as the case may be, of
those venues. Our other facilities, including our warehouses, are leased from the owners of the venues where they are located. Our
principal office is located in Nassau, The Bahamas, and we lease an office building in Coral Gables, Florida where certain
administrative functions are located.

We believe that our existing facilities are adequate for our current and planned levels of operations and that alternative sites are
readily available on competitive terms in the event that any of our material leases are not renewed.
ITEM 3. LEGAL PROCEEDINGS

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
PART II

ITEM S. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information

Our common shares are traded on The Nasdaq Capital Market under the symbol “OSW.” As of February 17, 2023, there were
19 registered holders of our common shares and one registered holder of non-voting common shares.

Dividends

We adopted a cash dividend program in November 2019, with an initial quarterly cash dividend payment of $0.04 per common
share. However, as a result of the impact of the COVID-19 pandemic on our business, our Board of Directors re-evaluated our current
dividend program and has determined, in order to increase our financial flexibility and reallocate our capital resources, to defer the
previously authorized and declared quarterly dividend to be paid on May 29, 2020 and to temporarily suspend the dividend program
until further notice.
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Repurchases and Sales of Unregistered Securities

We have no recent repurchases of any securities or sales of any unregistered securities.
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Stock Performance Graph

The following graph compares the change in the cumulative total shareholder return on our common shares against the
cumulative total return (assuming reinvestment of dividends) of the Nasdaq Composite® (United States and Foreign) Index, and the
Dow Jones U.S. Travel and Leisure Index for the period beginning March 19, 2019 and ending December 31, 2022.

The graph assumes that $100.00 was invested on March 19, 2019 in our common shares and in each of the comparative indices.
The share price performance on the following graph is not necessarily indicative of future share price performance.
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ITEM 6. SELECTED FINANCIAL DATA
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The following tables contain selected historical financial data for the Company. The information below should be read in
conjunction with the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
the audited consolidated financial statements of the Company, and the notes related thereto, included elsewhere in this report.

Year Ended December 31,
2022 2021 2020
(In thousands)
REVENUES
Service revenues $ 446,518 $ 115945 §$ 93,682
Product revenues 99,741 28,086 27,243
Total revenues 546,259 144,031 120,925
COST OF REVENUES AND OPERATING EXPENSES
Cost of services 375,136 108,939 107,258
Cost of products 87,555 26,646 31,976
Administrative 15,777 15,526 18,957
Salary, benefits and payroll taxes 35,830 28,151 20,138
Amortization of intangible assets 16,823 16,829 16,823
Goodwill and tradename intangible assets impairment — — 190,777
Total cost of revenues and operating expenses 531,121 196,091 385,929
Income (loss) from operations 15,138 (52,060) (265,004)
OTHER (EXPENSE) INCOME, NET
Interest expense (15,755) (13,488) (16,089)
Interest income — 55 30
Change in fair value of warrant liabilities 54,400 (2,600) (6,100)
Total other income (expense), net 38,645 (16,033) (22,159)
Income (loss) before income tax expense 53,783 (68,093) (287,163)
INCOME TAX EXPENSE 624 429 814
NET INCOME (LOSS) $ 53,159 §  (68,522) $ (287,977)
Adjusted EBITDA (1) $ 50,384 § (18,946) $  (42,748)
Unlevered After-Tax Free Cash Flow (1) $ 45125 $§ (21,974) $ (45,015)
% Conversion 89.6% 116.0% 105.3%

December 31,

2022 2021 2020
Balance Sheet Data (In thousands):
Working Capital (2) $ 15,068 $ 4,249 § 1,659
Total Assets 717,435 688,868 702,279
Total Liabilities 351,626 394,964 381,451
Total Shareholders' Equity 365,809 293,904 320,828

)] We define Adjusted EBITDA as Net Income plus Provision for Income Taxes, Other Income, Noncontrolling Interest, Interest
Expense and Warrant Issuance Costs, Change in Fair Value of Warrant Liabilities and Depreciation & Amortization, with adjustments
for non-recurring items, related party transactions, contribution from the historical timetospa.com channel, purchase price accounting
adjustments, discrepancies between cash and booked Provision for Income Taxes and non-cash contract expenses. We define
Unlevered After-Tax Free Cash Flow as Adjusted EBITDA minus capital expenditures and cash taxes paid.

(2)  Working capital calculated as current assets less current liabilities, less cash and cash equivalents and restricted cash.
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The following table reconciles Net Income (Loss) to Adjusted EBITDA and Unlevered After-Tax Free Cash Flow for the years
ended December 31, 2022, 2021 and 2020:

Year Ended December 31,
(In thousands) 2022 2021 2020
Net Income (Loss) $ 53,159 § (68,522) $ (287,977)
Provision (Benefit) for Income Taxes 624 429 814
Interest Income — (55) (30)
Interest expense and warrant issuance costs 15,755 13,488 16,089
Goodwill and trade name impairment charges — — 190,777
Depreciation & Amortization 22,353 22,468 24,453
Stock-based Compensation 12,893 10,646 4,950
Business Combination Costs (a) — — 1,619
Addback for Non-Cash Prepaid Expenses (b) — — 457
Change in fair value of warrant liabilities (54,400) 2,600 6,100
Adjusted EBITDA $ 50,384 § (18,946) $ (42,748)
Capital Expenditures (4,825) (2,868) (2,132)
Cash Taxes (c) (434) (160) (135)
Unlevered After-Tax Free Cash Flow $ 45,125 $ (21,974) $ (45,015)
% Conversion (d) 89.6% 116.0% 105.3%

(a) Business Combination costs refers primarily to legal and advisory fees incurred by OneSpaWorld in connection with the Business Combination.

(b) Addback for Non-Cash Prepaid Expenses refers to non-cash expenses incurred in connection with certain contracts.

(c) Cash Taxes refers to cash taxes paid or payable.

(d) Unlevered After-Tax Free Cash Flow Conversion is calculated as Adjusted EBITDA less Capital Expenditures and Provision for Income Taxes, divided
by Adjusted EBITDA

Note Regarding Non-GAAP Financial Information

We believe that these non-GAAP measures, when reviewed in conjunction with GAAP financial measures, and not in isolation
or as substitutes for analysis of our results of operations under GAAP, are useful to investors as they are widely used measures of
performance and the adjustments we make to these non-GAAP measures provide investors further insight into our profitability and
additional perspectives in comparing our performance to other companies and in comparing our performance over time on a consistent
basis. Adjusted EBITDA and Unlevered After-Tax Free Cash Flow have limitations as profitability measures in that they do not
include total amounts for interest expense and warrant issuance costs on our debt, change in fair value of warrant liabilities and
provision for income taxes, and the effect of our expenditures for capital assets and certain intangible assets. In addition, all of these
non-GAAP measures have limitations as profitability measures in that they do not include the impact of certain expenses related to
items that are settled in cash. Because of these limitations, the Company relies primarily on its GAAP results.

In the future, we may incur expenses similar to those for which adjustments are made in calculating Adjusted EBITDA. Our
presentation of Adjusted EBITDA should not be construed as a basis to infer that our future results will be unaffected by
extraordinary, unusual or non-recurring items.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

General

The following discussion and analysis of our audited financial condition and results of operations should be read in conjunction
with the information presented in “Selected Historical Financial Information” and our consolidated financial statements and the
notes thereto included elsewhere in this report. In addition to historical information, the following discussion contains forward-
looking statements, such as statements regarding our expectation for future performance, liquidity, and capital resources, that involve
risks, uncertainties and assumptions that could cause actual results to differ materially from those contained in or implied by any
forward-looking statements. Factors that could cause such differences include those identified below and those described in the
sections entitled “Cautionary Statement Regarding Forward-Looking Statements” and “Risk Factors.” We assume no obligation to
update any of these forward-looking statements.

The information for the years ended December 31, 2022, 2021 and 2020 is derived from OneSpaWorld’s audited consolidated
financial statements and the notes thereto included elsewhere in this report.

Any reference to “OneSpaWorld” refers to OneSpaWorld Holdings Limited and our consolidated subsidiaries on a forward-
looking basis.

Overview

During 2022, we continued to execute our resumption of our health and wellness centers operations on cruise ships and in
destination resorts. As of December 31, 2022, 179 ships of our cruise line partners and 50 destination resort spas were operating.
Despite the impacts of the recent pandemic on the travel leisure industry and our business, we believe we have certain strengths that
have positioned us as a leader in the hospitality-based health and wellness industry and as a participant in the continued recovery of
the cruise and hospitality industries.

OneSpaWorld Holdings Limited (“OneSpaWorld,” the “Company,” “we,” “our, “us” and other similar terms refer to
OneSpaWorld Holdings Limited and its consolidated subsidiaries) is the pre-eminent global operator of health and wellness centers
onboard cruise ships and a leading operator of health and wellness centers at destination resorts worldwide. Our highly trained and
experienced staff offered guests a comprehensive suite of premium health, fitness, beauty and wellness services and products onboard
cruise ships and at destination resorts globally. We are the market leader at more than 20x the size of our closest maritime competitor.
Over the last 50 years, we have built our leading market position on our depth of staff expertise, broad and innovative service and
product offerings, expansive global recruitment, training and logistics platform as well as decades-long relationships with cruise line
and destination resort partners. Throughout our history, our mission has been simple: helping guests look and feel their best during and
after their stay.

At our core, we are a global services company. We serve a critical role for our cruise line and destination resort partners,
operating a complex and increasingly important aspect of our cruise line and destination resort partners’ overall guest experience.
Decades of investment and know-how have allowed us to construct an unmatched global infrastructure to manage the complexity of
our operations. We have consistently expanded our onboard offerings with innovative and leading-edge service and product
introductions, and developed the powerful back-end recruiting, training and logistics platforms to manage our operational complexity,
maintain our industry-leading quality standards, and maximize revenue and profitability per center. The combination of our renowned
recruiting and training platform, deep proprietary labor pool, global logistics and supply chain infrastructure and proven health and
wellness center and revenue management capabilities represents a significant competitive advantage that we believe is not
economically feasible to replicate.

A significant portion of our revenues are generated from our cruise ship operations. Historically, we have been able to renew
almost all of our cruise line agreements that expired or were scheduled to expire. In August 2021, we extended our current agreement
with Azamara through May 2026. In November 2022, we extended our current agreement with Norwegian Cruise Lines through
December 2029 for all ships across their three brands. On land, we have longstanding relationships with the world’s leading
destination hotel and resort operators, including Marriott, Hilton, Wyndham, Atlantis, ClubMed, Caesars Entertainment, Lotte, Loews,
Four Seasons, and Mohegan Sun, among others.
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Key Performance Indicators

In assessing the performance of our business, we consider several key performance indicators used by management. These key
indicators include:

Period End Ship Count. The number of ships at period end on which we operate health and wellness centers. This is a key
metric that impacts revenue and profitability.

Average Ship Count. The number of ships, on average during the period, on which we operate health and wellness centers.
This is a key metric that impacts revenue and profitability and reflects the fact that during the period ships were in and out
of service and is calculated by adding the total number of days that each of the ships generated revenue during the period,
divided by the number of calendar days during the period.

Average Weekly Revenue Per Ship. A key indicator of productivity per ship. Revenue per ship can be affected by the
various sizes of health and wellness centers and categories of ships on which we serve.

Average Revenue Per Shipboard Staff Per Day. We utilize this performance metric to assist in determining the
productivity of our onboard staff, which we believe is a critical element of our operations.

Period End Resort Count. The number of destination resorts at period end on which we operate the health and wellness
centers. This is a key metric that impacts revenue and profitability.

Average Resort Count. The number of destination resorts on average during the period on which we operate the health and
wellness centers. This is a key metric that impacts revenue and profitability and reflects the fact that during the period
destination resort health and wellness centers were in and out of service and is calculated by adding the total number of
days that each destination resort health and wellness center generated revenue during the period, divided by the number of
calendar days during the period.

Average Weekly Revenue Per Destination. A key indicator of productivity per destination resort health and wellness
center. Revenue per destination resort health and wellness center in a period can be affected by the mix of U.S. and
Caribbean and Asian centers for such period because U.S. and Caribbean centers are typically larger and produce
substantially more revenues per center than Asian centers. Additionally, average weekly revenue can also be negatively
impacted by renovations of our destination resort health and wellness centers.

Due to the impact of COVID-19 on our operations in 2020, the data for the year ended December 31, 2020 is not meaningful
and not included. The following table sets forth the above key performance indicators for the periods presented:

Year Ended December 31,
2022 2021
Period End Ship Count 179 170
Average Ship Count 146 36
Average Weekly Revenue Per Ship $ 66,494 $ 59,933
Average Revenue Per Shipboard Staff Per Day $ 539§ 492
Period End Resort Count 50 52
Average Resort Count 47 46
Average Weekly Revenue Per Destination Resort $ 14,946 § 12,175

Key Financial Definitions

Revenues. Revenues consist primarily of sales of services and sales of products to cruise ship passengers and destination resort
guests. The following is a brief description of the components of our revenues:

Service revenues. Service revenues consist primarily of sales of health and wellness services, including a full range of
massage treatments, facial treatments, nutritional/weight management consultations, teeth whitening, mindfulness services
and medi-spa services to cruise ship passengers and destination resort guests. We bill our services at rates which
inherently include an immaterial charge for products used in the rendering of such services, if applicable.

38



° Product revenues. Product revenues consist primarily of sales of health and wellness products, such as facial skincare,
body care, orthotics and detox supplements to cruise ship passengers, destination resort guests and timetospa.com
customers.

Cost of services. Cost of services consists primarily of an allocable portion of payments to cruise lines (which are derived as a
percentage of service revenues or a minimum annual rent or a combination of both), an allocable portion of wages paid to shipboard
employees, an allocable portion of staff-related shipboard expenses, costs related to recruitment and training of shipboard employees,
wages paid directly to destination resort employees, payments to destination resort venue owners, the allocable cost of products
consumed in the rendering of a service and health and wellness center depreciation. Cost of services has historically been highly
variable; increases and decreases in cost of services are primarily attributable to a corresponding increase or decrease in service
revenues. Cost of services has tended to remain consistent as a percentage of service revenues.

Cost of products. Cost of products consists primarily of the cost of products sold through our various methods of distribution, an
allocable portion of wages paid to shipboard employees and an allocable portion of payments to cruise lines and destination resort
partners (which are derived as a percentage of product revenues or a minimum annual rent or a combination of both). Cost of products
has historically been highly variable, increases and decreases in cost of products are primarily attributable to a corresponding increase
or decrease in product revenues and includes impairment of inventories. Cost of products has tended to remain consistent as a
percentage of product revenues.

Administrative. Administrative expenses are comprised of expenses associated with corporate and administrative functions that
support our business, including fees for professional services, insurance, headquarters rent and other general corporate expenses.

Salary, benefits and payroll taxes. Salary, benefits and payroll taxes are comprised of employee expenses associated with
corporate and administrative functions that support our business, including fees for employee salaries, bonuses, stock based
compensation, payroll taxes, pension/401(k) and other employee costs.

Amortization of intangible assets. Amortization of intangible assets are comprised of the amortization of intangible assets with
definite useful lives (e.g. retail concession agreements, destination resort agreements, licensing agreements) and amortization expenses
associated with the 2015 and 2019 Transactions.

Other income (expense), net. Other income (expense) consists of royalty income, interest income, interest expense and
noncontrolling interest expense.

Provision for income taxes. Provision for income taxes includes current and deferred federal income tax expenses, as well as
state and local income taxes. See “—Critical Accounting Policies—Income Taxes” included elsewhere in this Annual Report on Form
10-K.

Net income (loss). Net income (loss) consists of income (loss) from operations less other income (expense) and provision for
income taxes.

Revenue Drivers and Business Trends
Our revenues and financial performance are impacted by a multitude of factors, including, but not limited to:

° The impact of COVID-19. Our health and wellness centers onboard cruise ships and in select destination resorts were
negatively impacted by, and are continuing to recover from, the COVID-19 pandemic.

° The number of ships and destination resorts in which we operate health and wellness centers. Revenue is impacted by net
new ship growth, ships out of service, unanticipated dry-docks, ships prevented from sailing due to outbreaks of illnesses,
such as the recent pandemic, and the number of destination resort health and wellness centers operating in each period.

o The size and offerings of new health and wellness centers. We have focused our attention on the innovation and provision
of higher value added and price point services such as medi-spa and advanced facial techniques, which require treatment
rooms equipped with specific equipment and staff trained to perform these services. As our cruise line partners continue to
invest in new ships with enhanced health and wellness centers that allow for more advanced treatment rooms and larger
staff sizes, we are able to increase the availability of these services, driving an overall shift towards a more attractive
service mix.

° Expansion of value-added services and products across modalities in existing health and wellness centers. We continue to
expand our higher value added and price point offerings in existing health and wellness centers, including introducing
premium medi-spa services, resulting in higher guest spending.
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° The mix of ship count across contemporary, premium, luxury and budget categories. Revenue generated per shipboard
health and wellness center differs across contemporary, premium, luxury and budget ship categories due to the size of the
health and wellness centers, services offered, guest demographics and guest spending patterns.

o The mix of cruise geography and itinerary. Revenue generated per shipboard health and wellness center is influenced by
each cruise itinerary including the number of sea versus port days, which impacts center utilization, as well as the
geographic sailing region which may impact offerings of services and products to best address guest preferences.

° Collaboration with cruise line partners, including targeted marketing and promotion initiatives, as well as
implementation of proprietary technologies to increase center utilization via pre-booking and pre-payment. We are now
directly marketing and distributing promotions to onboard passengers as a result of enhanced collaboration with select
cruise line partners. We have also begun to implement proprietary pre-booking and pre-payment technology platforms that
interface with our cruise line partners’ pre-cruise planning systems. These areas of increased collaboration with cruise line
partners are resulting in higher revenue generation across our health and wellness centers.

o The impact of weather. Our health and wellness centers onboard cruise ships and in select destination resorts may be
negatively affected by hurricanes, which may be increasing in frequency and intensity due to climate change. The

negative impact of hurricanes is highest during peak hurricane season from August to October.

o Other risks and uncertainties. Our revenues and financial performance may be impacted by other risks and uncertainties,
including, without limitation, those set forth under the section entitled “Risk Factors”.

The effect of each of these factors on our revenues and financial performance varies from period to period.

Results of Operations
Comparison of Results for the Years Ended December 31, 2022 and 2021

Year Ended December 31,

% of Total % of Total

(8 in thousands) 2022 Revenue 2021 Revenue
REVENUES

Service revenues $ 446,518 81.7% $ 115,945 80.5%

Product revenues 99,741 18.3% 28,086 19.5%
Total revenues 546,259 100.0% 144,031 100.0%
COST OF REVENUES AND OPERATING EXPENSES

Cost of services 375,136 68.7% 108,939 75.6%

Cost of products 87,555 16.0% 26,646 18.5%

Administrative 15,777 2.9% 15,526 10.8%

Salary, benefits and payroll taxes 35,830 6.6% 28,151 19.5%

Amortization of intangible assets 16,823 3.1% 16,829 11.7%
Total cost of revenues and operating expenses 531,121 97.2% 196,091 136.1%
Income (loss) from operations 15,138 2.8% (52,060) -36.1%
OTHER (EXPENSE) INCOME, NET

Interest expense (15,755) -2.9% (13,488) -9.4%

Interest income — 0.0% 55 0.0%

Change in fair value of warrant liabilities 54,400 10.0% (2,600) -1.8%
Total other income (expense), net 38,645 7.1% (16,033) -11.1%
Income (loss) before income tax expense 53,783 9.8% (68,093) -47.3%
INCOME TAX EXPENSE 624 0.1% 429 0.3%
NET INCOME (LOSS) $ 53,159 9.7% $ (68,522) -47.6%

The results of operations for the year ended December 31, 2022 recovered from the material adverse impacts of COVID-19,
which at its peak resulted in the cessation of operations of all of the Company’s health and wellness centers on board cruise ships and
the closing of or substantial restrictions imposed on the operation of substantially all of the destination resort health and wellness
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centers at the end of first quarter 2020. As of December 31, 2022, our operations have resumed on 177 cruise ships and in 48
destination resorts, as compared to 118 cruise ships and 48 destination resorts as of December 31, 2021.

Revenues. Total revenues for the year ended December 31, 2022 were $546.3 million compared to $144.0 million in the year
ended December 31, 2021. The revenues generated in the year ended December 31, 2022 were derived primarily from our 177 health
and wellness centers onboard ships having resumed voyages and our health and wellness centers at 48 open and operating destination
resorts. Total revenues for the year ended December 31, 2021 were negatively impacted by the COVID-19 pandemic and the resulting
March 14, 2020 No Sail Order, with revenues derived primarily from health and wellness centers onboard 118 ships and in 48
destination resorts that were open and operating for partial periods during the twelve-month period and e-commerce Product sales
through the Company’s timetospa.com website.

The break-down of revenue between service and product revenues was as follows:

° Service revenues Service revenues for the year ended December 31, 2022 were $446.5 million, an increase of $330.6
million, or 285%, compared to $115.9 million for the year ended December 31, 2021.

° Product revenues. Product revenues for the year ended December 31, 2022 were $99.7 million, an increase of $71.7
million, or 255%, compared to $28.1 million for the year ended December 31, 2021.

Cost of services. Cost of services for the year ended December 31, 2022 were $375.1 million, an increase of $266.2 million, or
244%, compared to $108.9 million for the year ended December 31, 2021. The increase was primarily attributable to costs associated
with increased service revenues of $446.5 in the year ended December 31, 2022 from our operating health and wellness centers at sea
and on land, compared with service revenues of $115.9 million in the year ended December 31, 2021 and increased costs related to the
resumption of operations at our health and wellness centers at sea and on land.

Cost of products. Cost of products for the year ended December 31, 2022 were $87.6 million, an increase of $60.9 million, or
229%, compared to $26.6 million for the year ended December 31, 2021. The increase was primarily attributable to costs associated
with increased product revenues of $99.7 million in the year ended December 31, 2022, compared to product revenues of $28.1
million in the year ended December 31, 2021 from our operating health and wellness centers at sea and on land.

Administrative. Administrative expenses for the year ended December 31, 2022 were $15.8 million, an increase of $0.3 million,
or 2%, compared to $15.5 million for the year ended December 31, 2021.

Salary, benefits and payroll taxes. Salary, benefits and payroll taxes for the year ended December 31, 2022 were $35.8 million,
an increase of $7.7 million, or 27%, compared to $28.2 million for the year ended December 31, 2021. The increase was primarily
attributable to a $2.2 million increase in stock-based compensation to $12.9 million in the year ended December 31, 2022 and the
measured increase in corporate head count to account for the return to sailing and lower corporate salaries in the year ended December
31, 2021 due to salary reductions and lower corporate headcount, which were implemented due to the COVID-19 pandemic.

Amortization of intangible assets. Amortization of intangible assets for the year ended December 31, 2022 and 2021 were both
$16.8 million, respectively.

Other income (expense), net. Other income (expense), net includes interest expense and changes in the fair value of the warrant
liabilities. Interest expense for the year ended December 31, 2022 was $15.8 million, an increase of $2.3 million, or 17%, compared to
$13.4 million for the year ended December 31, 2022. The increase in other income (expense), net was primarily attributable to the
change in fair value of the outstanding warrants for the year ended December 31, 2022 compared to the year ended December 31,
2021. The change in fair value of the outstanding warrants during the year ended December 31, 2022 was a gain of $54.4 million
compared to a loss of $2.6 million during the year ended December 31, 2021. The change in fair value of warrant liabilities is the
result of changes in market prices deriving the value of the financial instruments.

Income tax expense. Income tax expenses for the year ended December 31, 2022 were $0.6 million, an increase of $0.2 million,
or 45%, compared to $0.4 million for the year ended December 31, 2021. The increase was driven by higher income in taxable
jurisdictions in the year ended December 31, 2022.

Net income. Net income for the year ended December 31, 2022 was $53.2 million, a change in the income (loss) of $121.7
million, or 178%, compared to a net loss of $68.5 million for the year ended December 31, 2021. The improvement in the year ended
December 31, 2022 was primarily a result of the $67.2 million change in Income (loss) from operations derived from our 177 health
and wellness centers onboard ships having resumed voyages and the change in the fair value of warrant liabilities. The change in fair
value of the outstanding warrants during the year ended December 31, 2022 was a gain of $54.4 million compared to a loss of $2.6
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million during the year ended December 31, 2022. The change in fair value of warrant liabilities is the result of changes in market

prices deriving the value of the financial instruments.

Comparison of Results for the Years Ended December 31, 2021 and 2020

(8 in thousands)

REVENUES

Service revenues

Product revenues

Total revenues

COST OF REVENUES AND OPERATING EXPENSES
Cost of services

Cost of products

Administrative

Salary, benefits and payroll taxes
Amortization of intangible assets

Goodwill and tradename intangible assets impairment
Total cost of revenues and operating expenses
Loss from operations

OTHER EXPENSE, NET

Interest expense

Interest income

Change in fair value of warrant liabilities
Total other expense, net

Loss before income tax expense

INCOME TAX EXPENSE

NET LOSS

Year Ended December 31,
% of Total % of Total
2021 Revenue 2020 Revenue
$ 115,945 80.5% $ 93,682 77.5%
28,086 19.5% 27,243 22.5%
144,031 100.0% 120,925 100.0%
108,939 75.6% 107,258 88.7%
26,646 18.5% 31,976 26.4%
15,526 10.8% 18,957 15.7%
28,151 19.5% 20,138 16.7%
16,829 11.7% 16,823 13.9%
— 0.0% 190,777 157.8%
196,091 136.1% 385,929 319.1%
(52,060) -36.1% (265,004) -219.1%
(13,488) -9.4% (16,089) -13.3%
55 0.2% 30 0.1%
(2,600) -1.8% (6,100) -5.0%
(16,033) -11.1% (22,159) -18.3%
(68,093) -47.3% (287,163) -237.5%
429 0.3% 814 0.7%
$ (68,522) -47.6% $ (287,977) -238.1%

Revenues. Revenues for the years ended December 31, 2021 and 2020 were $144.0 million and $120.9 million, respectively.
Results in both 2021 and 2020 were substantially impacted by the COVID-19 pandemic, which resulted in the cancellation of all
cruise ship voyages and closure of all destination resort health and wellness centers during mid-March 2020 through December 31,
2020. The twelve months ended December 31, 2021 revenues were derived primarily from the operations of health and wellness
centers onboard ships having resumed voyages and our destination resort health and wellness centers having resumed operations

primarily during the last two quarters of the year.

The break-down of revenue between service and product revenues was as follows:

° Service revenues. Service revenues for the year ended December 31, 2021 were $115.9 million, an increase of $22.2
million, or 24%, compared to $93.7 million for the year ended December 31, 2020. The year ended December 31, 2020
included revenues before COVID-19 was declared a pandemic on March 10, 2020. The year ended December 31, 2021
included revenues related to the resumption of service at our destination resort health and wellness centers and 118 of our
health and wellness centers onboard ships which had resumed operation as of December 31, 2021, with the majority of
those coming into service in the third and fourth quarters.

° Product revenues. Product revenues for the year ended December 31, 2021 were $28.1 million, a decrease of $0.9 million,
or 3%, compared to $27.2 million for the year ended December 31, 2020. The year ended December 31, 2020 included
revenues before COVID-19 was declared a pandemic on March 10, 2020. The year ended December 31, 2021 included
product sales revenues related to the resumption of service at our destination resort health and wellness centers and 118 of
our health and wellness centers onboard ships which had resumed operation as of December 31, 2021, with the majority

of those coming into service in the third and fourth quarters.

Cost of services. Cost of services for the year ended December 31, 2021 were $108.9 million, an increase of $1.6 million, or
2%, compared to $107.3 million for the year ended December 31, 2020. The increase was primarily attributable to the resumption of
cruise line health and wellness center operations in the last two quarters of 2021 compared with our cruise line operations in the first

quarter of 2020 prior to the onset of the COVID-19 pandemic.
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Cost of products. Cost of products for the year ended December 31, 2021 were $26.6 million, a decrease of $5.4 million, or
17%, compared to $32.0 million for the year ended December 31, 2020. The decrease was attributable to a lower amount required in
2021 versus 2020 related to the decrease in inventory write-downs for the decline in the net realizable value of inventories, principally
the result of excess, slow-moving, and expiration of inventories caused by the cessation of our cruise line partners’ operations and,
consequently, our operations, due to the COVID-19 pandemic and a change in business mix.

Administrative. Administrative expenses for the year ended December 31, 2021 were $15.5 million, a decrease of $3.5 million,
or 18%, compared to $19.0 million for the year ended December 31, 2020. The decrease was primarily attributable to a reduction in
costs of recruitment and training of onboard staff as a result of the COVID-19 pandemic, structural cost savings implemented by
management, and higher professional fees in 2020.

Salary, benefits and payroll taxes. Salary, benefits and payroll taxes for the year ended December 31, 2021 were $28.2 million,
an increase of $8.1 million, or 40%, compared to $20.1 million for the year ended December 31, 2020. The increase was primarily
attributable to non-cash stock-based compensation expense and by the measured increase in Corporate head count to account for the
return to sailing.

Amortization of intangible assets. Amortization of intangible assets for the year ended December 31, 2021 and 2020 were both
$16.8 million, respectively.

Goodwill and trade name impairment charges. Goodwill and trade name impairment charges for the year ended December 31,
2020 were $190.8 million. This was comprised of goodwill and trade name impairment charges of $190.1 million and $0.7 million,
respectively.

Other (expense), net. Other (expense), net includes interest expense and warrants issuance costs, interest income and changes in
the fair value of the warrant liabilities. Interest expense and warrants issuance cost for the year ended December 31, 2021 were $13.5
million, a increase of $2.6 million, or 16%, compared to $16.1 million for the year ended December 31, 2020. The increase was
primarily attributable to the $1.4 million warrant issuance costs during the year ended December 31, 2020. During the year ended
December 31, 2021 the change in fair value of the outstanding warrants was a loss of $2.6 million compared to a loss of $6.1 million
during the year ended December 31, 2020. The change in fair value of warrants is the result of changes in market prices deriving the
value of the financial instruments.

Income tax expense (benefit). Income tax expenses for the year ended December 31, 2021 were $0.4 million, a decrease of $0.4
million, or 47%, compared to $0.8 million for the year ended December 31, 2020. The decrease was driven by an increase in the 2020
valuation allowance offset by higher income in taxable jurisdictions in the year ended December 31, 2021.

Net loss. Net loss for the years ended December 31, 2021 was $68.5 million, a decrease in net loss of $219.5 million, or 76%,
compared to a net loss of $288.0 million for the year ended December 31, 2020. The decrease in the net loss principally resulted from
the non-recurring $190.8 million goodwill and tradename intangible asset impairment charge recorded in 2020 period and the
resumption of operations in the last two quarters of 2021.

Liquidity and Capital Resources

Overview

With the onset of COVID-19, we took prudently aggressive actions to increase our financial flexibility by securing and
reallocating capital resources, including: (i) eliminating all non-essential operating and capital expenditures, (ii) withdrawing the
Company dividend program until further notice, (iii) deferring payment of a dividend declared on February 26, 2020 until approved by
the Board of Directors, (iv) the completion of the 2020 Private Placement on June 12, 2020; (v) borrowing $7 million, net, on our first
lien revolving facility, leaving $13 million available and undrawn; and (vi) entering into an agreement to allow for the Company to
operate its ATM Program, which permitted the Company to sell, from time to time, common shares up to an aggregate offering price
of $50.0 million, pursuant to which, as of July 31, 2022, shares representing approximately $10 million remained available for sale
under the Agreement, and which Agreement was terminated by the Company on August 1, 2022. We have historically funded our
operations with cash flow from operations, except prior to March 19, 2019 with respect to certain expenses and operating costs that
had been paid prior to the Business Combination by Steiner Leisure Limited (“Steiner Leisure”) on our behalf, and, when needed, with
borrowings under our credit facility. Steiner Leisure has paid on our behalf expenses associated with the allocation of Steiner Leisure
corporate overhead and costs associated with the purchase of products from related parties and forgiven by Steiner Leisure. Historical
operating cash flows exclude the expenses and operating costs of Steiner Leisure's operating business acquired during the Business
Combination paid by Steiner Leisure on our behalf. Consequently, our combined historical cash flows may not be indicative of cash
flows had we been a separate stand-alone entity, or of our future cash flows.
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Our results continued to experience significant recovery during the year ended December 31, 2022 when compared to the prior year
period, building upon the positive net operating cash flows we began to generate for the first time since the onset of COVID-19 in the
second quarter of 2022. Taking into account the actions described above and our current resources, we have concluded that we will
have sufficient liquidity to satisfy our obligations over the next 12 months and comply with all debt covenants as required by our debt
agreements. Our principal uses for liquidity have been debt service and working capital.

Cash Flows
The following table shows summary cash flow information for the years ended December 31, 2022, 2021 and 2020.

Year Ended December 31,
(in thousands) 2022 2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 53,159 $ (68,522) (287,977)
Depreciation and amortization 22,353 22,468 24,453
Goodwill and trade name impairment charges — — 190,777
Stock-based compensation 12,893 10,646 4,950
Amortization of deferred financing costs 1,103 1,026 1,026
Warrant issuance costs — — 1,386
Change in fair value of warrant liabilities (54,400) 2,600 6,100
Provision for doubtful accounts 18 453 172
Inventories impairment charges — 3,977 6,000
Loss from write-offs of property and equipment 10 177 90
Deferred income taxes (181) 89 1,575
Change in working capital (10,192) (8,018) 14,898
Net cash provided by (used in) operating activities 24,763 (35,104) (36,550)
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (4,825) (2,868) (2,132)
Net cash used in investing activities (4,825) (2,868) (2,132)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from 2020 private placement, net of issuance costs paid — — 68,602
Proceeds from At-the Market Equity Offering, net of issuance costs paid — 27,474 11,090
Proceeds from the term loan and revolver facilities — — 20,000
Proceeds from exercise of public warrants 59 — —
Repayment on term loan and revolver facilities (18,776) — (13,000)
Dividend paid on common stock — — (2,445)
Purchase of public warrants — — (879)
Distribution to noncontrolling interest — — (4,011)
Cash paid to acquire noncontrolling interest — — (10,810)
Net cash provided (used in) by financing activities (18,717) 27,474 68,547
Effect of exchange rate changes on cash (792) (117) (280)
Net increase (decrease) in cash and cash equivalents and restricted cash 429 (10,615) 29,585
Cash and cash equivalents and restricted cash, Beginning of period 32,833 43,448 13,863
Cash and cash equivalents and restricted cash, End of period $ 33,262 $ 32,833 § 43,448

Comparison of Results for the Years Ended December 31, 2022 and 2021

Operating activities. Our net cash provided by (used in) operating activities for year ended December 31, 2022 and 2021
were $24.8 million and $(35.1) million, respectively. The year ended December 31, 2022 net operating cash flows were significantly
impacted by the ongoing resumption of our health and wellness operation onboard vessels and in destination resorts. In the year ended
December 31, 2021, the Company incurred a deficit in net cash provided by (used in) operating activities, as the Company had
substantially reduced revenues from operations onboard cruise ships and substantially reduced revenues from operations in destination
resorts due to the COVID-19 pandemic, while still incurring operating expenses.

Investing activities. Our net cash used in investing activities for the year ended December 31, 2022 and 2021 were $(4.8)
million and $(2.9) million, respectively. In the year ended ended December 31, 2022, the Company incurred more capital expenditures
than in the year ended December 31, 2021, during which the Company incurred more limited capital expenditures due to the COVID-
19 pandemic.
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Financing activities. Our net cash provided by financing activities for the year ended December 31, 2022 and 2021 were
$(18.7) million and $27.5 million, respectively. For the year ended December 31 2022, the Company repaid $11.8 million on the term
loan facilities, $7.0 million on the revolving facility and received proceeds from the exercise of public warrants of $0.059 million. For
the year ended December 31, 2021, the Company sold 2.6 million common shares under the ATM Program, resulting in $27.5 million
in net proceeds.

Comparison of Results for the Years Ended December 31, 2021 and 2020

Operating activities. Our net cash used in operating activities for the year ended December 31, 2021 and 2020, were $(35.1)
million and $(36.6) million, respectively. For the year ended December 31, 2021, the Company incurred a cash flow deficit from
operations principally due to the Net Loss for the period caused by the negative impact of the COVID-19 pandemic on revenue
generation on cruise ships, while the Company continued to incur substantial operating expenses to prepare for and execute the
resumption of operations on cruise ships and in destination resorts occurring in 2021.

Investing activities. Our net cash used in investing activities for the year ended December 31, 2021 and 2020 were $(2.9)
million and $(2.1) million, respectively. In the years ended December 31, 2021 and 2020, the Company incurred low capital
expenditures due to the COVID-19 pandemic and eliminating all non-essential capital expenditures. The $0.8 million increase in 2021
primarily resulted in capital expenditures for return to service onboard vessels during the latter part of 2021.

Financing activities. Our net cash provided by financing activities for the year ended December 31, 2021 and 2020 were
$27.5 million and $68.5 million, respectively. For the year ended December 31, 2021, the Company sold 2.6 million common shares
under the ATM Program, resulting in $27.5 million in net proceeds. In the year ended December 31, 2020, the Company closed the
2020 Private Placement ($68.6 million proceeds through December 31, 2020, net of issuance costs paid), paid $2.4 million in
dividends on common stock, purchased the 40% noncontrolling interest of Medispa Limited for $12.3 million in a combination of
$10.8 million in cash and 98,753 shares of the Company’s common stock at a share price of $15.26, and borrowed a net $7.0 million
under the First Lien Revolving Facility due to COVID-19.

Seasonality

A significant portion of our revenues are generated onboard cruise ships. Certain cruise lines, and, as a result, we have
experienced varying degrees of seasonality as the demand for cruises is stronger in the Northern Hemisphere during the summer
months and during holidays. Accordingly, the third quarter and holiday periods generally result in the highest revenue yields for us.
Further, cruises and destination resorts have been negatively affected by the frequency and intensity of hurricanes. The negative
impact of hurricanes in the Northern Hemisphere is highest during peak hurricane season from August to October.

Critical Accounting Policies

Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles
(“U.S. GAAP”). We have identified the policies outlined below as critical to our business operations and an understanding of our
results of operations and that require the most difficult, subjective and complex judgments. This discussion is not intended to be a
comprehensive description of all accounting policies. In many cases, the accounting treatment of a particular transaction is specifically
dictated by U.S. GAAP, with no need for management’s judgment in their application. The impact on our business operations and any
associated risks related to these policies is discussed under results of operations, below, where such policies affect our reported and
expected financial results. For a detailed discussion on the application of these and other significant accounting policies, please see
Note 2 in the Notes to the Consolidated Financial Statements. Note that our preparation of our consolidated financial statements
included in this Annual Report on Form 10-K requires us to make estimates and assumptions that affect the reported amount of assets
and liabilities, disclosure of contingent assets and liabilities at the date of our financial statements, and the reported amounts of
revenue and expenses during the reporting period. There can be no assurance that actual results will be consistent with those estimates.
Our consolidated financial statements include the assets, liabilities, revenues and expenses specifically related to our operations. We
believe the assumptions and allocations underlying the accompanying consolidated financial statements and notes to the consolidated
financial statements are reasonable, appropriate, and consistently applied for the periods presented.

Revenue Recognition. We recognize revenues when customers obtain control of goods and services promised by the Company.
The amount of revenue recognized is based on the amount that reflects the consideration that is expected to be received in exchange
for those respective goods and services. Amounts recognized are gross of commissions to cruise line or destination resort partners,
which typically withhold commissions from customer payments. We have elected to present sales taxes on a net basis and, as such,
sales taxes are excluded from revenue. Revenue is reported net of discounts and net of any estimated refund liability, which is
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determined based on historical experience. We also issue gift cards for future goods or services; revenue is recognized when they are
redeemed; we also recognize revenue for breakage based on past experience for gift card amounts we expect to go unredeemed.

Cost of Revenues. We make certain assumptions to allocate cost of revenues, which includes:

° Cost of services. Cost of services consists primarily of the cost of product consumed in the rendering of a service, an
allocable portion of wages paid to shipboard employees, an allocable portion of payments to cruise lines (which are
derived as a percentage of service revenues or a minimum annual rent or a combination of both), an allocable portion of
staff-related shipboard expenses, costs related to recruitment and training of shipboard employees, wages paid directly to
destination resort employees, payments to destination resort venue owners, and health and wellness facility depreciation.

o Cost of products. Cost of products consists primarily of the cost of products sold through our various methods of
distribution, an allocable portion of wages paid to shipboard employees, an allocable portion of payments to cruise lines
and destination resort partners (which are derived as a percentage of product revenues or a minimum annual rent or a
combination of both). Cost of products includes the cost of products sold through various methods of distribution.

Cost of revenues may be affected by, among other things, sales mix, production levels, exchange rates, changes in supplier
prices and discounts, purchasing and manufacturing efficiencies, tariffs, duties, freight and inventory costs, including impairment
charges to reduce inventory to net realizable value, and increases in fuel costs. Certain cruise line and destination resort health and
wellness center agreements provide for increases in the percentages of services and products revenues and/or, as the case may be, the
amount of minimum annual payments over the terms of those agreements. These payments may also be increased under new
agreements with cruise lines and destination resort health and wellness center owners that replace expiring agreements.

Inventories. Inventories, consisting principally of personal care products, are stated at the lower of cost, as determined on a
first-in, first-out basis, or market. All inventory balances are comprised of finished goods used in beauty and health and wellness
services or held for resale for sale to customers. Inventory reserve is recorded to write down the cost of inventory to the estimated net
realizable value. The Company’s evaluation of net realizable value requires judgment and is based on specific assumptions. The
establishment of inventory reserves involves the estimate of the amount of inventories that will be used in health and wellness services
on cruises when they return to sailing, which is uncertain and dependent on our cruise line partners and their customers who use our
services. No inventory reserve was recorded during the year ended December 31, 2022. During the years ended December 31, 2021
and 2020, we recorded inventory impairment charges of $4.0 million (of which approximately $2.0 million was recorded in the three
months ended December 31, 2021) and $6.0 million, respectively, for the decline in the net realizable value of inventories, which is
included in Cost of products in the accompanying consolidated statement of operations. This loss principally is the result of excess,
slow-moving, expiration of products and damaged inventories held at our Maritime segment caused by the cessation of our cruise line
partners’ operations and, consequently, our Maritime segment operations, due to the COVID-19 pandemic. The establishment of
inventory reserves involved estimating the amount of inventories that would be sold at or used in health and wellness services on
cruises when they returned to sailing, which was uncertain and dependent on our cruise line partners and its customers that use our
services and purchase our products. There was no incremental impairment during 2022.

Goodwill and Indefinite-Lived Intangible Assets. In 2020, our goodwill was fully impaired as we concluded the fair value was
below carrying value, which fully wrote off our Goodwill carrying value. Trade name represents our identifiable intangible asset not
subject to amortization and is assessed for impairment annually each October or, more frequently, when events or circumstances
dictate an interim test is necessary. The impairment assessment for trade name allows us to first assess qualitative factors to determine
whether it is necessary to perform a more detailed quantitative trade name impairment test. We would perform the quantitative test if
our qualitative assessment determined it was more-likely-than-not that the trade name is impaired. We may also elect to bypass the
qualitative assessment and proceed directly to the quantitative test. The qualitative assessment evaluates factors including macro-
economic conditions, industry and company-specific factors, and historical company performance in assessing fair value. Our trade
name would be considered impaired if its carrying value exceeds their estimated fair value. We recognized an impairment charge of
$0.7 million during the year ended December 31, 2020. As of October 1, 2022 and 2021, we performed our annual trade name
indefinite-lived intangible asset impairment quantitative test and determined there was no incremental impairment. The trade name
was valued through application of the relief from royalty method. Under this method, a royalty rate is applied to the revenues
associated with the trade name to capture value associated with use of the name as if licensed. The resulting royalty savings are then
discounted to present fair value at rates reflective of the risk and return expectations of the interests to derive its fair value as of the
impairment testing date.

Long-Lived Assets. We review long-lived assets for impairment whenever events or changes in circumstances indicate, based on

estimated future cash flows, that the carrying amount of these assets may not be fully recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset (asset group) to future undiscounted cash flows expected to

46



be generated by the asset (asset group). An asset group is the lowest level of assets and liabilities for which identifiable cash flows are
largely independent of the cash flows of other assets and liabilities. When estimating future cash flows, the Company considers:

o only the future cash flows that are directly associated with and that are expected to arise as a direct result of the use and
eventual disposition of the asset (asset group);

o potential events and changes in circumstance affecting key estimates and assumptions; and

o the existing service potential of the asset (asset group) at the date tested.

If an asset (asset group) is considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the asset (asset group) exceeds our fair value. When determining the fair value of the asset (asset group), we
consider the highest and best use of the assets from a market-participant perspective. The fair value measurement is generally
determined through the use of independent third-party appraisals or an expected present value technique, both of which may include a
discounted cash flow approach, which reflects assumptions of what market participants would utilize to price the asset (asset group).
Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. Assets to be abandoned, or
from which no further benefit is expected, are written down to zero at the time that the determination is made and the assets are
removed entirely from service.

Recently Issued Accounting Pronouncements
Refer to Note 2 to the Consolidated Financial Statements in this report for a discussion of recent accounting pronouncements.
Inflation and Economic Conditions

We do not believe that inflation has had a material adverse effect on our revenues or results of operations. However, public
demand for activities, including cruises, is influenced by general economic conditions, including inflation, global health, including
epidemics or pandemics, and customer preferences. Periods of economic softness could have a material adverse effect on the cruise
industry and hospitality industry upon which we are dependent. Such a slowdown could adversely affect our results of operations and
financial condition. The COVID-19 pandemic negatively impacted our business, operations, results of operations and financial
condition in 2021. Recurrence of the more severe aspects of the recent adverse economic conditions, as well as periods of inflation,
interest rate increases, and fuel price increases, could have a material adverse effect on our results of operations and financial
condition during the period of such recurrence. Weakness in the U.S. Dollar compared to the U.K. Pound Sterling and the Euro also
could have a material adverse effect on our results of operations and financial condition.

U.S. Tax Reform and Recent Tax Legislation

The Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) was enacted on March 27, 2020 in response to the
COVID-19 pandemic and includes certain business and economic provisions. As a result, during 2020, the Company deferred
$421,356 in payroll taxes. During 2021, the Company took the benefit of the employer retention credits. As of December 31, 2022, the
Company did not have any material deferred employer retention credits available. Additionally, the Consolidated Appropriations Act
(“CAA”), enacted on December 27, 2020, which extended and modified certain provisions under the CARES Act, introduced new
relief provisions, and extended or made permanent certain tax provisions set to expire after December 31, 2020 through 2021. The
outcome was not material to the Company’s consolidated financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our future income, cash flows and fair values relevant to financial instruments are dependent upon prevalent market interest
rates. Market risk refers to the risk of loss from adverse changes in market prices and interest rates.

Concentration of credit risk. Financial instruments that potentially subject us to significant concentrations of credit risk consist
principally of cash and cash equivalents and accounts receivable. We maintain cash and cash equivalents with high quality financial
institutions. As of December 31, 2022 and 2021, none of the destination resort spas we served represented greater than 10% of our
accounts receivable. As of December 31, 2022 and 2021, respectively, three of the cruise lines we served represented greater than 10%
of our accounts receivable. We do not normally require collateral or other security to support normal credit sales. We control credit
risk through credit approvals, credit limits, and monitoring procedures.

Accounts receivable are stated at amounts due from customers, net of an allowance for doubtful accounts. We record an

allowance for doubtful accounts with respect to accounts receivable using historical collection experience, and generally an account
receivable balance is written off once it is determined to be uncollectible. We review the historical collection experience and consider
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other facts and circumstances and adjust the calculation to record an allowance for doubtful accounts as appropriate. If our current
collection trends were to differ significantly from historic collection experience, we would make a corresponding adjustment to the
allowance. The allowance for doubtful accounts was $0.1 million and $0.5 million as of December 31, 2022 and 2021, respectively.
Bad debt expense is included within administrative operating expenses in the consolidated statements of operations and was zero
million and $0.1 million for the years ended December 31, 2022 and 2021, respectively.

Interest rate risk. We are subject to interest rate risk in connection with borrowing based on a variable interest rate. Derivative
financial instruments, such as interest rate swap agreements and interest rate cap agreements, may be used for the purpose of
managing fluctuating interest rate exposures that exist from our variable rate debt obligations that are expected to remain outstanding.
Interest rate changes do not affect the market value of such debt, but could impact the amount of our interest payments, and
accordingly, our future earnings and cash flows, assuming other factors are held constant.

Our policy is to manage interest rate risk through the use of a combination of fixed and floating rate debt and interest rate
derivatives based upon market conditions. Our objective in managing the exposure to interest rate changes is to limit the impact of
interest rate changes on earnings and cash flows and to lower our overall borrowing costs. To achieve these objectives, we have used
interest rate swaps to manage net exposure to interest rate changes to our borrowings. These swaps are typically entered into with a
group of financial institutions with investment grade credit ratings, thereby reducing the risk of credit loss. A hypothetical 10% change
in our interest rate would change our results of operations by approximately $1.0 million.

Foreign currency risk. The fluctuation in currency exchange rates is not a significant risk for us, as most of our revenues are
earned and expenses are incurred in U.S. Dollars.

While our revenues and expenses are primarily represented by U.S. Dollars, they also are represented by various other
currencies, primarily the U.K. Pound Sterling and the Euro. Accordingly, we face the risk of fluctuations in non-U.S. currencies
compared to U.S. Dollars. We manage this currency risk by monitoring fluctuations in foreign currencies and, when exchange rates
are appropriate, purchasing amounts of those foreign currencies. We have mitigated the risk relating to fluctuations in the U.K. Pound
Sterling and the Euro through the structuring of intercompany debt. If such mitigation proves ineffective, a hypothetical 10% change
in the aggregate exchange rate exposure of the U.K. Pound Sterling and the Euro to the U.S. Dollar would change our results of
operations by approximately $0.2 million.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our Consolidated Financial Statements and the Notes thereto, together with the report thereon of Ernst & Young LLP dated
March 3, 2023 are filed as part of this report, beginning on page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We maintain disclosure controls and procedures designed to ensure that information required to be disclosed in reports we file
with the SEC is recorded, processed, summarized and reported within applicable time periods. We carried out an evaluation, under the
supervision, and with the participation, of, our management, including our chief executive officer and chief financial officer, of the
effectiveness of our disclosure controls and procedures (as that term is defined in Rules 13a-15(¢) and 15d-15(e) of the Exchange Act)
as of the end of the period covered by this report. Based upon that evaluation, our principal executive officer and principal financial
officer concluded that our disclosure controls and procedures were effective as of December 31, 2022 and provided reasonable
assurance that information required to be disclosed in our periodic SEC filings is recorded, processed, summarized and reported within
the time periods specified in the SEC’s rules, and that such information is accumulated and communicated to our management,
including our chief executive officer and chief financial officer, as appropriate, to allow timely decisions regarding such required
disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term
is defined in Exchange Act Rule 13a-15(f). Management, with the participation of our chief executive officer and chief financial
officer, conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

Based on this evaluation, our management concluded that our internal control over financial reporting was effective as of
December 31, 2022. There have not been any changes in our internal control over financial reporting during our most recent fiscal
quarter that have materially affected or are reasonably likely to materially affect our internal control over financial reporting. Our
management’s report was not subject to attestation by the Company’s independent registered public accounting firm pursuant to rules
of the SEC that permit the Company to provide only management’s report in this annual report.

ITEM 9B. OTHER INFORMATION
Not applicable.

ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS
Not applicable.
PART II1

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information required by this Item 10 is contained under the caption “Corporate Governance” in our Proxy Statement for our
2023 Annual Meeting of Shareholders to be filed with the SEC within 120 days of the year ended December 31, 2022 (the 2023 Proxy
Statement) and is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this Item 11 is contained under the captions “Compensation of Directors and Executive Officers” and
“Corporate Governance” in the 2023 Proxy Statement and is incorporated herein by reference.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
SHAREHOLDER MATTERS

Information required by this Item 12 is contained under the caption “Stock Ownership of Certain Beneficial Owners and
Management” in the 2023 Proxy Statement and is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information required by this Item 13 is contained under the caption “Corporate Governance” in the 2023 Proxy Statement and is
incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this Item 14 is contained under the caption “Proposals to be Voted On —Proposal 2: Ratification of
Independent Registered Public Accounting Firm” in the 2023 Proxy Statement and is incorporated herein by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) (1) Financial Statements

The following report and Consolidated Financial Statements are filed as part of this report beginning on page F-1, pursuant
to Item 8.

Audited Consolidated Financial Statements for OneSpaWorld Limited and Subsidiaries

Report of Independent Registered Public Accounting Firm.

Consolidated Balance Sheets as of December 31, 2022 and 2021.

Consolidated Statements of Operations for the years ended December 31, 2022, 2021 and 2020.

Consolidated Statements of Comprehensive Income (Loss) for the years ended December 31, 2022, 2021 and 2020.
Consolidated Statements of Equity for the years ended December 31, 2022, 2021 and 2020.

Consolidated Statements of Cash Flows for the years ended December 31, 2022, 2021 and 2020.

Notes to Consolidated Financial Statements.

(2) Financial Statement Schedules

Financial statement schedules have been omitted since they are either not required, not applicable or the information is
otherwise included.

(3) Exhibit Listing
Please see list of the exhibits at 15(b), below.

(b) The following is a list of all exhibits filed as a part of this report.

51



Document

Exhibit

Number Exhibit Description

2.1 Business Combination Agreement, dated as of November 1, 2018, by and among Steiner Leisure, Steiner US, Nemo UK,
Steiner UK, SMS, the Seller Representative, Haymaker, OneSpaWorld, Dory US Merger Sub, Dory Foreign Holding
Company, Dory Intermediate and Dory US Holding Company (incorporated by reference to Amendment No. 4 to Form
S-4 filed on February 14, 2019).

Amendment No. 1 to Business Combination Agreement, dated as of January 7, 2019, by and between, Steiner Leisure

22 Limited and Haymaker Acquisition Corp. (incorporated by reference to Annex A-2 to the proxy statement/prospectus,

forming a part of the Registration Statement on Form S-4 (File No. 333-228359) filed on February 14, 2019).

3.1 Amended and Restated Memorandum of Association and Articles of Association OneSpaWorld Holdings Limited
(incorporated by reference to Exhibit 3.1 to Form 8-K filed on March 25, 2019).

32 Third Amended and Restated Memorandum of Association and Second Amended and Restated Articles of Association
of OneSpaWorld Holdings Limited (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form
8-K filed on June 15, 2020).

4.1* Description of Registered Securities.

10.1 First Lien Credit Agreement, by and among OneSpaWorld Holdings Limited, Dory Intermediate LLC, Dory Acquisition
Sub, Inc., the lenders party thereto and Goldman Sachs Lending Partners LLC, as the Administrative Agent and as the
Collateral Agent (incorporated by reference to Exhibit 10.1 to Form 8-K filed on March 25, 2019).

10.2 Second Lien Credit Agreement, by and among OneSpaWorld Holdings Limited, Dory Intermediate LLC, the lenders
party thereto and Cortland Capital Market Services LLC, as the Administrative Agent and as the Collateral Agent
(incorporated by reference to Exhibit 10.2 to Form 8-K filed on March 25, 2019).

10.3 Registration Rights Agreement, by and among OneSpaWorld Holdings Limited, Steiner Leisure Limited, Haymaker
Sponsor, LLC and, solely for the purpose of certain provisions thereof, Haymaker Acquisition Corp. (incorporated by
reference to Exhibit 10.3 to Form 8-K filed on March 25, 2019).

Second Amended and Restated Registration Rights Agreement, dated as of June 12, 2020, by and among OneSpaWorld

10.4 Holdings Limited, Steiner Leisure Limited, and the investors named on the signature pages thereto (incorporated by

reference to Exhibit 10.2 to the Current Report on Form 8-K filed on June 15, 2020).

10.5 Amended and Restated Warrant Agreement, by and between OneSpaWorld Holdings Limited and Continental Stock
Transfer & Trust Company (incorporated by reference to Exhibit 10.5 to Form 8-K filed on March 25, 2019).

10.6 Form of Indemnity Agreement (incorporated by reference to Exhibit 10.7 to Amendment No. 2 to Registration Statement
on Form S-4 filed on January 22, 2019).

10.7 Investment Agreement, dated as of April 30, 2020, by and among OneSpaWorld Holdings Limited and the investors
named thereto (incorporated by reference to exhibit 10.1 to the Current Report on Form 8-K filed on May 1, 2020).

10.8 Governance Agreement, dated as of June 12, 2020, by and among OneSpaWorld Holdings Limited, Steiner Leisure
Limited and, solely for purposes of Section 18 thereof, Haymaker Acquisition Corp. (incorporated by reference to
Exhibit 10.1 to the Current Report on Form 8-K filed on June 15, 2020).

10.97 2019 Equity Incentive Plan (incorporated by reference to Exhibit 10.6 to Form 8-K filed on March 25, 2019).

10.10 Director Designation Agreement, by and among OneSpaWorld Holdings Limited, Haymaker Sponsor, LLC and Steiner

Leisure Limited (incorporated by reference to Exhibit 10.2 to Amendment No. 2 to Registration Statement on Form S-4
filed on January 22, 2019)
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Employment and Severance Agreement, dated as of November 1, 2018, by and between OneSpaWorld Holdings Limited
and Leonard Fluxman (incorporated by reference to Exhibit 10.9 to Registration Statement on Form S-4 filed on
November 13, 2018).

Employment and Severance Agreement, dated as of November 1, 2018, by and between OneSpaWorld Holdings Limited
and Stephen B. Lazarus (incorporated by reference to Exhibit 10.11 to Registration Statement on Form S-4 filed on
November 13, 2018).

Employment Agreement, dated October 13, 2020, between OneSpaWorld Holdings Limited and Susan Bonner
(incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K dated October 13,2020, filed
October 14, 2020)

Form of OneSpaWorld Holdings Limited October 2020 Restricted Stock Unit Award Agreement (incorporated by
reference to Exhibit 99.1 to the Company's Registration Statement on Form S-8 dated and filed October 13, 2020).

Form of OneSpaWorld Holdings Limited October 2020 Performance Stock Unit Award Agreement (incorporated by
reference to Exhibit 99.2 to the Company's Registration Statement on Form S-8 dated and filed October 13, 2020).

Form of OneSpaWorld Holdings Limited December 2021 Performance Stock Unit Award Agreement for 2021 Awards.
Subsidiaries of OneSpaWorld Holdings Limited.

Consent of Ernst & Young LLP.

Certification of the Principal Executive Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act
of 1934.

Certification of the Principal Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of
1934.

Section 1350 Certification of Principal Executive Officer.
Section 1350 Certification of Principal Financial Officer.
XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document

The cover page from the Company’s Form 10-K for the year ended December 31, 2022 has been formatted in Inline
XBRL.

* Filed herewith.
T Indicates a management contract or compensatory plan.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

ONESPAWORLD HOLDINGS LIMITED

By: /s/ Stephen B. Lazarus

Name: Stephen B. Lazarus
Title: Chief Financial Officer and Chief
Operating Officer

Date:  March 3, 2023

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the registrant and in the capacities and on the dates indicated.

Name Position Date
/s/ Leonard Fluxman Executive Chairman, President, Chief March 3, 2023
Leonard Fluxman Executive Officer and Director (Principal

Executive Officer)

/s/ Stephen B. Lazarus Chief Financial Officer and Chief March 3, 2023
Stephen B. Lazarus Operating Officer (Principal Financial
and Accounting Officer)

/s/ Steven J. Heyer Lead Director March 3, 2023
Steven J. Heyer

/s/ Maryam Banikarim Director March 3, 2023
Maryam Banikarim

/s/ Glenn J. Fusfield Director March 3, 2023
Glenn J. Fusfield

/s/ Adam Hasiba Director March 3, 2023
Adam Hasiba
/s/ Andrew R. Heyer Director March 3, 2023

Andrew R. Heyer

/s/ Marc Magliacano Director March 3, 2023
Marc Magliacano

/s/ Walter F. McLallen Director March 3, 2023
Walter F. McLallen

/s/ Stephen W. Powell Director March 3, 2023
Stephen W. Powell
/s/ Jeffrey E. Stiefler Director March 3, 2023

Jeffrey E. Stiefler
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Report of Independent Registered Public Accounting Firm

To the Shareholders and Board of Directors of OneSpaWorld Holdings Limited

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of OneSpaWorld Holdings Limited and subsidiaries (the Company) as
of December 31, 2022 and 2021, the related consolidated statements of operations, comprehensive income (loss), equity and cash
flows for each of the three years in the period ended December 31, 2022 and the related notes (collectively referred to as the
“consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Company at December 31, 2022 and 2021, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2022 in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the
Company’s financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part
of our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no
such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used

and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

/s/ Ernst & Young LLP
We have served as the Company’s auditor since 2018.

Miami, Florida
March 3, 2023
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ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

As of December 31,
ASSETS 2022 2021
CURRENT ASSETS:
Cash and cash equivalents $ 32,064 30,937
Restricted cash 1,198 1,896
Accounts receivable, net 33,558 19,480
Inventories, net 39,835 29,483
Prepaid expenses 7,084 6,574
Other current assets 4,154 577
Total current assets 117,893 88,947
Property and equipment, net 14,517 14,107
Operating lease right-of-use assets, net 13,932 —
Intangible assets, net 565,467 582,290
OTHER ASSETS:
Deferred tax assets 227 70
Other non-current assets 5,399 3,454
Total other assets 5,626 3,524
Total assets $ 717,435 638,868
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES:
Accounts payable $ 24,124 15,846
Accrued expenses 39,999 32,232
Current portion of operating leases 2,239 —
Current portion of long-term debt 2,085 1,776
Other current liabilities 1,116 2,011
Total current liabilities 69,563 51,865
Deferred rent — 341
Income tax contingency 3,912 4,129
Warrant liabilities 52,900 107,300
Other long-term liabilities 2,449 2,646
Long-term operating leases 12,101 —
Long-term debt, net 210,701 228,683
Total liabilities 351,626 394,964
Commitments and contingencies (Note 13)
SHAREHOLDERS' EQUITY:
Common stock:
Voting common stock, $0.0001 par value; 225,000,000 shares authorized, 79,544,055 shares
issued and outstanding at December 31, 2022 and 78,422,887 shares issued and outstanding at
December 31, 2021 8
Non-voting common stock, $0.0001 par value; 25,000,000 shares authorized, 13,421,914 shares
issued and outstanding at both December 31, 2022 and December 31, 2021 1 1
Additional paid-in capital 700,612 687,660
Accumulated deficit (338,609) (391,768)
Accumulated other comprehensive income (loss) 3,797 (1,997)
Total shareholders' equity 365,809 293,904
Total liabilities and shareholders' equity $ 717,435 688,868

The accompanying notes are an integral part of the consolidated financial statements.
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ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

REVENUES
Service revenues
Product revenues
Total revenues
COST OF REVENUES AND OPERATING EXPENSES
Cost of services
Cost of products
Administrative
Salary, benefits and payroll taxes
Amortization of intangible assets
Goodwill and tradename intangible assets impairment
Total cost of revenues and operating expenses
Income (loss) from operations
OTHER (EXPENSE) INCOME, NET
Interest expense and warrant issuance costs
Interest income
Change in fair value of warrant liabilities
Total other income (expense), net
Income (loss) before income tax expense
INCOME TAX EXPENSE
NET INCOME (LOSS)

NET INCOME (LOSS) PER VOTING AND NON-VOTING
SHARE

Basic

Diluted
WEIGHTED-AVERAGE SHARES OUTSTANDING

Basic

Diluted

Year Ended December 31,
2022 2021 2020

$ 446,518 $ 115,945 $ 93,682
99,741 28,086 27,243

546,259 144,031 120,925

375,136 108,939 107,258

87,555 26,646 31,976

15,777 15,526 18,957

35,830 28,151 20,138

16,823 16,829 16,823

— — 190,777

531,121 196,091 385,929
15,138 (52,060) (265,004)
(15,755) (13,488) (16,089)

— 55 30
54,400 (2,600) (6,100)
38,645 (16,033) (22,159)
53,783 (68,093) (287,163)

624 429 814
$ 53,159 §$ (68,522) $ (287,977)
$ 0.57 $ (0.76) $ (3.87)
$ 049 $ (0.76) $ (3.87)
92,507 90,134 74,359

95,105 90,134 74,359

The accompanying notes are an integral part of the consolidated financial statements.
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ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)

Year Ended December 31,
2022 2021 2020

Net income (loss) $ 53,159 § (68,522) $ (287,977)
Other comprehensive income (loss), net of tax:

Foreign currency translation adjustment (556) (113) (377)

Cash flows hedges:

Net unrealized gain (loss) on derivative 6,536 1,684 (7,215)

Amount realized and reclassified into earnings (186) 1,907 1,398

Total other comprehensive income (loss), net of tax 5,794 3,478 (6,194)
Total Comprehensive income (loss) $ 58,953 § (65,044) $ (294,171)

The accompanying notes are an integral part of the consolidated financial statements.
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BALANCE, December 31, 2019

Net loss

2020 Private Placement, net of issuance costs
Reclassification of public warrants to liabilities
At-the- Market Equity Offering, net of issuance
costs

Stock-based compensation

Foreign currency translation adjustment
Common shares issued under equity incentive plan
Unrecognized loss on derivatives

Dividends declared

Distributions to noncontrolling interest
Purchase of noncontrolling interest

Purchase of public warrants

BALANCE, December 31, 2020

Net loss

Stock-based compensation

Foreign currency translation adjustment
Unrecognized gain on derivatives

At-The Market Equity Offering, net of issuance
costs

Common shares issued under equity incentive plan
Conversion of deferred shares into common shares
Conversion of non-voting common shares into
voting common shares

Conversion of public warrants into common shares
BALANCE, December 31, 2021

Net income

Stock-based compensation

Foreign currency translation adjustment
Unrecognized gain on derivatives

Proceeds from 2021 exercise of public warrants
Common shares issued under equity incentive plan
BALANCE, December 31, 2022

ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY
(in thousands, except share data)

Issued Issued Voting and Accumulated Total
Common Common Non-Voting Additional Other OneSpaWorld
Voting Non-Voting Common Paid-in Comprehensive Accumulated Shareholders’ Noncontrolling
Shares Shares Stock Capital Income (Loss) Deficit Equity Interest Total
61,119 — 8 6 $ 616888 § 719 § (35,269) $ 582,344  § 8,124 § 590,468
— — — — — (287,977) (287,977) — (287,977)
6,564 17,186 3 53,404 — — 53,407 — 53,407
— — — (26,500) — — (26,500) — (26,500)
1,259 — — 10,823 — — 10,823 — 10,823
— — — 4,950 — — 4,950 — 4,950
— — — — 377) 377) — 377)
251 — — — — — — — —
— — — — (5,817) — (5,817) — (5.817)
— — — (2,449) — — (2,449) — (2,449)
— — — — — — — (4,011) (4,011)
99 — — (6,697) — — (6,697) (4,113) (10,810)
— — — (879) — — (879) — (879)
69,292 17,186 9 649,540 (5.475) (323,246) 320,828 — 320,828
— — — — — (68,522) (68,522) — (68,522)
— — — 10,646 — — 10,646 — 10,646
— — — — (113) — (113) — (113)
— — — — 3,591 — 3,591 — 3,591
2,614 — — 27,474 — — 27,474 — 27,474
1,148 — — — — — — — —
1,600 — — — — — — — —
3,764 (3,764) — — — — — — —
5 - - - i - - - -
78,423 13,422 9 687,660 (1,997) (391,768) 293,904 — 293,904
— — — — — 53,159 53,159 — 53,159
— — — 12,893 — — 12,893 — 12,893
— — — — (556) — (556) — (556)
— — — 6,350 — 6,350 — 6,350
— — — 59 — — 59 — 59
1,121 — — — — — — — —
79.544 13422 § 9 § 700612 § 3,797 S (338,609) $ 365,809 § — $ 365,809

The accompanying notes are an integral part of the consolidated financial statements.
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ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:

Depreciation and amortization

Goodwill and trade name impairment charges

Stock-based compensation

Amortization of deferred financing costs

Warrant issuance costs

Change in fair value of warrant liabilities

Provision for doubtful accounts

Inventories impairment charges

Loss from write-offs of property and equipment

Deferred income taxes
Changes in:

Accounts receivable

Inventories

Prepaid expenses

Other current assets

Other non-current assets

Accounts payable

Accrued expenses

Other current liabilities

Income taxes payable

Income tax contingency

Deferred rent

Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from 2020 private placement, net of issuance costs paid
Proceeds from At-the Market Equity Offering, net of issuance costs paid
Proceeds from the term loan and revolver facilities
Proceeds from exercise of public warrants
Dividend paid on common stock
Purchase of public warrants
Repayment on term loan and revolver facilities
Distributions to noncontrolling interest
Cash paid to acquire noncontrolling interest
Net cash (used in) provided by financing activities
Effect of exchange rate changes on cash
Net increase (decrease) in cash and cash equivalents and restricted cash
Cash and cash equivalents and restricted cash, Beginning of period
Cash and cash equivalents and restricted cash, End of period

(in thousands)
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Year Ended December 31,
2022 2021 2020
53,159  § (68,522) $ (287,977)
22,353 22,468 24,453
o — 190,777
12,893 10,646 4,950
1,103 1,026 1,026
— — 1,386
(54,400) 2,600 6,100
18 453 172
— 3,977 6,000
10 177 90
(181) 89 1,575
(14,096) (16,939) 27,347
(10,352) (6,260) 2,866
(510) 376 705
(460) 1,013 725
55 375 (2,974)
8,278 7,245 (14,836)
6,567 6,471 1,538
242 94) (139)
o — (900)
17 (263) 443
67 58 123
24,763 (35,104) (36,550)
(4,825) (2,868) (2,132)
(4,825) (2,868) (2,132)
— — 68,602
— 27,474 11,090
— — 20,000
59 — —
— — (2,445)
— — (879)
(18,776) — (13,000)
— — (4,011)
— — (10,810)
(18,717) 27,474 68,547
(792) (117) (280)
429 (10,615) 29,585
32,833 43,448 13,863
33,262 $ 32,833 $ 43,448




CONSOLIDATED A STATEMENTS OF CASH FLOWS (CONTINUED)
(in thousands)

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION:

Cash paid during the period for:
Income taxes

Interest

Non-cash transactions:
Initial measurement of warrants accounted for as a liability

Unpaid declared dividends

Common stock issued to purchase noncontrolling
interest

2020 Private Placement issuance cost accrued
At-the Market Equity Offering issuance cost accrued

The accompanying notes are an integral part of the consolidated financial statements.

Year Ended December 31,
2022 2021 2020

$ 434 $ 160 § 115
$ 14,008 $ 12,567 $ 11,730
$ $ — S 16,200
$ — — $ 2,449
$ —  $ — 8 1,507
$ $ — 3 381

— — S 267




ONESPAWORLD HOLDINGS LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022

1. Organization

OneSpaWorld Holdings Limited (“OneSpaWorld”, the “Company”, “we”, “us”, “our”) is an international business company
incorporated under the laws of the Commonwealth of The Bahamas. OneSpaWorld is a global provider and innovator in the fields of
health and wellness, fitness and beauty. In facilities on cruise ships and in land-based destination resorts, the Company strives to
create a relaxing and therapeutic environment where guests can receive health and wellness, fitness and beauty services and
experiences of the highest quality. The Company’s services include traditional and alternative massage, body care and skin care
treatments, fitness, acupuncture, and medi-spa treatments. The Company also sells premium quality health and wellness, fitness and
beauty products at its facilities and through its timetospa.com website. The predominant business, based on revenues, is sales of
services and products on cruise ships and in land-based destination resorts, followed by sales of products through the timetospa.com
website.

On March 19, 2019 (the “Business Combination Date), OneSpaWorld consummated a business combination pursuant to a Business
Combination Agreement, dated as of November 1, 2018 (as amended on January 7, 2019, by Amendment No. 1 to the Business
Combination Agreement), by and among Steiner Leisure Limited (“Steiner Leisure,” “Steiner,” or “Parent”), Steiner U.S. Holdings,
Inc., Nemo (UK) Holdco, Ltd., Steiner UK Limited, Steiner Management Services, LLC, Haymaker Acquisition Corp. (‘“Haymaker”),
OneSpaWorld, Dory US Merger Sub, LLC, Dory Acquisition Sub, Limited, Dory Intermediate LLC, and Dory Acquisition Sub, Inc.
(the “Business Combination™), in which Haymaker acquired from Steiner the operating business known as OSW Predecessor
(“OSW?). Prior to the consummation of the Business Combination, OneSpaWorld was a wholly-owned subsidiary of Steiner Leisure.

On the Business Combination Date, OneSpaWorld became the ultimate parent company of the Haymaker and OSW company.

OSW is comprised of the net assets and operations of (i) the following wholly-owned subsidiaries of Steiner Leisure: OneSpaWorld
LLC, Steiner Spa Asia Limited, Steiner Spa Limited, and OneSpaWorld Marks Limited (formerly known as Steiner Marks Limited),
(i1) the following respective indirect subsidiaries of Steiner Leisure: Mandara PSLV, LLC (subsequently dissolved), Mandara Spa
(Hawaii), LLC, Florida Luxury Spa Group, LLC, Steiner Transocean U.S., Inc., Steiner Spa Resorts (Nevada), Inc., Steiner Spa
Resorts (Connecticut), Inc., Steiner Resort Spas (California), Inc., OneSpaWorld Resort Spas (North Carolina), Inc. (formerly known
as Steiner Resort Spas (North Carolina), Inc.), OSW SoHo LLC, OSW Distribution LLC, World of Wellness Training Limited
(formerly known as Steiner Training Limited), STO Italy S.r.1., One Spa World LLC, Mandara Spa Services LLC, OneSpaWorld
Limited, OneSpaWorld (Bahamas) Limited (formerly known as Steiner Transocean Limited), OneSpaWorld Medispa LLC,
OneSpaWorld Medispa Limited, OneSpaWorld Medispa (Bahamas) Limited (formerly known as STO Medispa Limited), Mandara
Spa (Cruise I), LLC, Mandara Spa (Cruise II), LLC, Steiner Transocean (II) Limited (subsequently dissolved), The Onboard Spa by
Steiner (Shanghai) Co., Ltd. (subsequently dissolved), Mandara Spa LLC, Mandara Spa Puerto Rico, Inc., Mandara Spa (Guam),
L.L.C. (subsequently dissolved), Mandara Spa (Bahamas) Limited, Mandara Spa Aruba N.V., Mandara Spa Polynesia Sarl
(subsequently dissolved), Mandara Spa Asia Limited, PT Mandara Spa Indonesia, Spa Services Asia Limited, Mandara Spa Palau,
Mandara Spa (Malaysia) Sdn. Bhd., Mandara Spa Ventures International Sdn. Bhd., Spa Partners (South Asia) Limited, Mandara Spa
(Maldives) PVT LTD, and Mandara Spa (Fiji) Limited (subsequently dissolved), (iii) Medispa Limited, a majority-owned subsidiary
of Steiner Leisure (the noncontrolling interest in which was subsequently purchased by OneSpaWorld), and (iv) the timetospa.com
website owned by Elemis USA, Inc. (formerly known as Steiner Beauty Products, Inc.), subsequently transferred to OneSpaWorld.

As of December 31, 2019, the Company had a 60% controlling interest and a third party had a 40% noncontrolling interest of Medispa

Limited, a Bahamian entity that is a subsidiary of the Company. On February 14, 2020, the Company purchased the 40%
noncontrolling interest and as a result, since this date we became the sole owners of this entity.
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2. Summary of Significant Accounting Policies
Basis of Presentation, Principles of Consolidation and Principles Combination

The accompanying consolidated financial statements include the consolidated balance sheet and statements of operations,
comprehensive income (loss), equity, and cash flows of OneSpaWorld. All significant intercompany items and transactions have been
eliminated in consolidation. In the opinion of management, the accompanying consolidated financial statements have been prepared
pursuant to the rules and regulations of the United States Securities and Exchange Commission (the “SEC”). In the opinion of
management, the consolidated financial statements reflect all adjustments (which are of a normal recurring nature) necessary to
present fairly our financial position, results of operations and cash flows.

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles (“U.S. GAAP”)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Restatement

On May 10, 2021, the Company amended its 2020 Form 10-K (“Form 10-K/A”) to restate previously issued consolidated financial
statements as of December 31, 2020 and 2019 and for the year ended December 31, 2020, and the Period from March 20, 2019 to
December 31, 2019. The restatement related to accounting for warrants incorrectly as components of equity as opposed to liabilities.
Refer to the Form 10-K/A filed on May 10, 2021 for additional information regarding the restatement.

Emerging Growth Company

The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities
Act”). As modified by the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), the Company may take advantage of
certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth
companies, including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the
Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in its periodic reports and proxy statements,
and exemption from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of
any golden parachute payments not previously approved.

Further, section 102(b) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised
financial accounting standards until private companies (that is, those that have not had a Securities Act registration statement declared
effective or do not have a class of securities registered under the Securities Act) are required to comply with new or revised financial
accounting standards. The JOBS Act provides that an emerging growth company can elect to opt-out of the extended transition period
and comply with the requirements that apply to non-emerging growth companies, but any such election is irrevocable. The Company
has elected not to opt-out of such extended transition period, which means that when a standard is issued or revised and it has different
application dates for public or private companies, the Company, as an emerging growth company, can adopt the new or revised
standard at the time private companies adopt the new or revised standard. This may make comparison of the Company’s financial
statements with another public company, which is neither an emerging growth company nor a non-emerging growth company, which
has opted-out of using the extended transition period, difficult or impossible because of the potential differences in accounting
standards used.

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original maturity of three months or less at the date of
purchase to be cash equivalents. The Company maintains its cash and cash equivalents with reputable major financial institutions.
Deposits with these banks exceed the Federal Deposit Insurance Corporation insurance limits or similar limits in foreign jurisdictions.
While the Company monitors daily the cash balances in its operating accounts and adjusts the balances as appropriate, these balances
could be impacted if one or more of the financial institutions with which the Company deposits funds fails or is subject to other
adverse conditions in the financial or credit markets. To date, the Company has experienced no loss or lack of access to invested cash
or cash equivalents; however, it can provide no assurance that access to invested cash and cash equivalents will not be impacted by
adverse conditions in the financial and credit markets.
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Restricted Cash

These balances include amounts held in escrow accounts, as a result of a legal proceeding related to a tax assessment. The following
table reconciles cash, cash equivalents and restricted cash reported in our consolidated balance sheet as of December 31, 2022 and
2021, to the total amount presented in our consolidated statements of cash flows for years ended December 31, 2022 and 2021 (in
thousands):

As of December 31,
2022 2021
Cash and cash equivalents $ 32,064 $ 30,937
Restricted cash 1,198 1,896
Total cash and restricted cash in the consolidated statement of cash flows $ 33262 $ 32,833

Inventories

Inventories, consisting principally of personal care products, are stated at the lower of cost, as determined on a first-in, first-out basis,
or market. All inventory balances are comprised of finished goods used in beauty and health and wellness services or held for resale
for sale to customers. Inventory reserve is recorded to write down the cost of inventory to the estimated market value. No inventory
reserve was recorded during the year ended December 31, 2022. During the years ended December 31, 2021 and 2020, we recorded
inventory impairment charges of $4.0 million (of which approximately $2.0 million was recorded in the three months ended December
31,2021) and $6.0 million, respectively, for the decline in the net realizable value of inventories, which is included in Cost of
products in the accompanying consolidated statement of operations. This impairment charge principally was the result of excess, slow-
moving, expiration of products and damaged inventories held at our Maritime segment caused by the cessation of our cruise line
partners operations and, consequently, our Maritime segment operations due to the coronavirus ("COVID-19") pandemic. The
establishment of inventory reserves involved estimating the amount of inventories that would be sold at or used in health and wellness
services on cruises when they returned to sailing, which was uncertain and dependent on our cruise line partners and its customers that
use our services and purchase our products. There was no incremental impairment during 2022. The activity in the Company’s
inventory reserve is summarized as follows (in thousands):

Year Ended December 31,
2022 2021 2020
Beginning balance $ (5,870) $ (6,000) $ -
Impairment charges - (3,977) (6,000)
Write-offs 5,870 4,107 -
Ending balance $ - 8 (5,870) $ (6,000)
Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation and amortization. Expenditures for maintenance and repairs,
which do not add to the value of the related assets or materially extend their original lives, are expensed as incurred. Depreciation of
property and equipment is computed using the straight-line method over the estimated useful lives of the assets. Leasehold
improvements are amortized in a straight-line basis over the shorter of the terms of the respective leases and the estimated useful lives
of the respective assets.



Impairment of Long-Lived Assets Other than Goodwill and Indefinite-Lived Intangible Assets

The Company reviews long-lived assets including property and equipment and intangible assets with finite lives for impairment
whenever events or changes in circumstances indicate, based on estimated future cash flows, that the carrying amount of these assets
may not be fully recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an
asset (asset group) to future undiscounted cash flows expected to be generated by the asset (asset group). An asset group is the lowest
level of assets and liabilities for which identifiable cash flows are largely independent of the cash flows of other assets and liabilities.
When estimating future cash flows, the Company considers:

° only the future cash flows that are directly associated with and that are expected to arise as a direct result of the use and
eventual disposition of the asset group;

° potential events and changes in circumstance affecting key estimates and assumptions; and

° the existing service potential of the asset (asset group) at the date tested.

If an asset (asset group) is considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the asset (asset group) exceeds its fair value. When determining the fair value of the asset (asset group), the
Company considers the highest and best use of the assets from a market-participant perspective. The fair value measurement is
generally determined through the use of independent third-party appraisals or an expected present value technique, both of which may
include a discounted cash flow approach, which reflects assumptions of what market participants would utilize to price the asset (asset

group).

Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. Assets to be abandoned, or
from which no further benefit is expected, are written down to zero at the time that the determination is made, and the assets are
removed entirely from service.

Goodwill and Indefinite-Lived Intangible Assets

Goodwill represents the excess of cost over the fair value of net tangible and identifiable intangible assets acquired. In 2020, our
goodwill was fully impaired as we concluded the fair value was below carrying value.

Trade name represents our Identifiable intangible asset not subject to amortization and is assessed for impairment annually each
October or, more frequently, when events or circumstances dictate an interim test is necessary. The impairment assessment for trade
name allows us to first assess qualitative factors to determine whether it is necessary to perform a more detailed quantitative trade
name impairment test. We would perform the quantitative test if our qualitative assessment determined it was more-likely-than-not
that the trade name is impaired. We may also elect to bypass the qualitative assessment and proceed directly to the quantitative test.
The qualitative assessment evaluates factors including macro-economic conditions, industry and company-specific factors, and
historical company performance in assessing fair value. Our trade name would be considered impaired if its carrying value exceeds
their estimated fair value.

No impairment was recorded for the years ended December 31, 2022 and 2021. During the year ended December 31, 2020, we
recognized a goodwill and trade name impairment charges of $190.1 million and $0.7 million, respectively, based on the interim
impairment tests performed as of March 31, 2020. See Note 4 — “Goodwill and Intangible Assets” and “Note 15 — “Fair Value
Measurement and Derivatives” for further details.
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Definite-Lived Intangible Assets

The Company amortizes intangible assets with definite lives on a straight-line basis over their estimated useful lives. Definite-Lived
Intangible Assets include the contracts with cruise lines and leases with hotels and resorts. Contracts with cruise lines are generally
renewed every five years. The Company has the intent and ability to renew such contracts over the estimated useful lives of the assets.
Costs incurred to renew contracts are capitalized and amortized to cost of revenues and operating expenses over the term of the
contract.

Lease agreements with destination resorts in which the Company operates are generally renewed every ten years. The Company has
the intent and ability to renew such contracts.

Revenue Recognition

Revenue is recognized when customers obtain control of goods and services promised by the Company. The amount of revenue
recognized is based on the amount that reflects the consideration that is expected to be received in exchange for those respective goods
and services. Amounts recognized are gross of commissions to cruise line or destination resort partners, which typically withhold
commissions from customer payments. The Company has elected to present sales taxes on a net basis and, as such, sales taxes are
excluded from revenue. Revenue is reported net of discounts and net of any estimated refund liability, which is determined based on
historical experience. The Company also issues gift cards for future goods or services; revenue is recognized when they are redeemed,
we also recognize revenue for breakage based on past experience for gift card amounts we expect to go unredeemed.

Cost of Revenues

Cost of services consists primarily of the cost of product consumed in the rendering of a service, an allocable portion of wages paid to
shipboard employees, an allocable portion of payments to cruise lines (which are derived as a percentage of service revenues or a
minimum annual rent or a combination of both), an allocable portion of staff-related shipboard expenses, costs related to recruitment
and training of shipboard employees, wages paid directly to destination resort employees, payments to destination resort venue
owners, and health and wellness facility depreciation.

Cost of products consists primarily of the cost of products sold through the Company’s various methods of distribution, an allocable
portion of wages paid to shipboard employees, an allocable portion of payments to cruise lines (which are derived as a percentage of
product revenues or a minimum annual rent or a combination of both), and an allocable portion of staff-related shipboard expenses.

Costs incurred to renew long-term contracts are capitalized and amortized to cost of services over the term of the contract.

Shipping and Handling

Shipping and handling costs associated with inbound freight are capitalized to inventories and relieved through cost of sales as
inventories are sold. Shipping and handling costs associated with the delivery of products are included in administrative expenses. The
shipping and handling costs included in administrative expenses in the accompanying consolidated statements of operations for the
years ended December 31, 2022, 2021 and 2020 were $0.2 million, $0.04 million and $0.04 million, respectively.

Lease Concessions

In April 2020, the FASB issued guidance allowing entities to make a policy election whether to account for lease concessions related
to the COVID-19 pandemic as lease modifications. The election applies to any lessor-provided lease concession related to the impact
of the COVID-19 pandemic, provided the concession does not result in a substantial increase in the rights of the lessor or in the
obligations of the lessee.

Most of our destination resorts agreements require the payment of rent based on a percentage of our revenues with others having fixed
rent. We have received lease concessions from certain destination resorts where a fixed rent is required, in the form of rent deferrals
and forgiveness during the year ended December 31, 2020. We have elected not to account for these rent concessions as lease
modifications. The recognition of these rent concessions did not have a material impact on our consolidated statement of operations
during the year ended December 31, 2020. No lease concessions were received during the years ended December 31, 2022 and 2021.

Advertising

Substantially all of the Company’s advertising costs are charged to expense as incurred, except costs that result in tangible assets, such
as brochures, which are recorded as prepaid expenses and charged to expense as consumed. Advertising expenses included in cost of
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revenues in the accompanying consolidated statements of operations for the years ended December 31, 2022, 2021 and 2020 were
$2.1 million, $1.5 million and $2.4 million, respectively.

Share-Based Compensation

The Company recognizes expense for our share-based compensation awards using a fair-value-based method. Share-based
compensation expense is recognized over the requisite service period for awards that are based on a service period and not contingent
upon any future performance. Share-based compensation expense is included within salary, benefits and payroll taxes expense in the
consolidated statements of operations. We elected to treat shared-based awards with only service conditions and graded vesting
features as a single award and recognize stock-based compensation expense on a straight-line basis. Share-based awards with
performance and graded vesting features are expensed using the accelerated attribution method. We recognize forfeitures as they occur
rather than estimating them over the life of the award. See Note 10 — “Stock Based Compensation” for further details.

Debt Issuance Costs

Debt issuance costs related to a recognized debt liability are presented in the consolidated balance sheets as a direct deduction from
the carrying amount of that debt liability, consistent with debt discounts. These deferred issuance costs are amortized over the term of
the loan agreement. The amortization of deferred financing fees is included in interest expense, net in the consolidated statements of
operations.

Warrant Accounting

We account for common stock warrants in accordance with applicable guidance provide in ASC Topic 815 as either liability or equity
instruments depending on the specific terms of the warrant agreement. We evaluated the warrants under this guidance and concluded
that they do not meet the criteria to be classified in shareholders’ equity in all periods presented. Accordingly, the warrants are
classified as a liability at fair value on the Company’s consolidated balance sheets at December 31, 2022 and 2021. The change in the
fair value of such liability in each period is recognized as a gain or loss in the Company’s consolidated statements of operations and
comprehensive income (loss).

Income Taxes

As part of the process of preparing the consolidated financial statements, the Company is required to estimate its income taxes in each
of the jurisdictions in which it operates. This process involves estimating the Company’s actual current income tax exposure together
with an assessment of temporary differences resulting from differing treatment of items for tax purposes and accounting purposes,
respectively. These differences result in deferred income tax assets and liabilities which are included in the accompanying
consolidated balance sheet as of December 31, 2022 and 2021. Deferred taxes are recorded using the currently enacted tax rates that
applied in the periods that the differences are expected to reverse. The Company must then assess the likelihood that its deferred
income tax assets will be recovered from future taxable income and, to the extent that the Company believes that recovery is not
likely, the Company must establish a valuation allowance. With respect to acquired deferred tax assets, changes within the
measurement period, under ASC Topic 805, Business Combinations, that result from new information about facts and circumstances
that existed at the acquisition date shall be recognized through a corresponding adjustment to goodwill. Subsequent to the
measurement period, all other changes shall be reported as a reduction or increase to income tax expense in the Company’s
consolidated statement of operations for the years ended December 31, 2022, 2021 and 2020.

The Company believes a large percentage of its shipboard service’s income is foreign-source income, not effectively connected to a
business it conducts in the U.S. and, therefore, not subject to U.S. income taxation.

The Company recognizes interest and penalties within the provision for income taxes in the consolidated statements of operations. To
the extent interest and penalties are not assessed with respect to uncertain tax positions, amounts accrued, therefore, will be reduced
and reflected as a reduction of the overall income tax provision.

The Company recognizes liabilities for uncertain tax positions based on a two-step process. The first step is to evaluate the tax
position for recognition by determining if the weight of available evidence indicates it is more likely than not that the position will be
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit
as the largest amount of benefit, determined on a cumulative probability basis, which is more than 50% likely of being realized upon
ultimate settlement.
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Earnings (Loss) Per Share

As discussed in Note 9 — “Equity”, the Company has two classes of common stock, Voting and Non-Voting. Shares of Non-Voting
common stock are in all respects identical to and treated equally with shares of Voting common stock except for the absence of voting
rights. Basic earnings (loss) per share is computed by dividing net income (loss) by the weighted average number of common shares
outstanding for the period. Diluted earnings per share is computed by dividing net income (loss) adjusted for the change in fair value
of warrant liabilities, if the impact is dilutive, by the weighted average number of diluted shares, as calculated under the treasury stock
method, which includes the potential effect of dilutive common stock equivalents, such as options and warrants to purchase common
shares, and contingently issuable shares. If the entity reports a net loss, rather than net income for the period, the computation of
diluted loss per share excludes the effect of dilutive common stock equivalents, if their effect is anti-dilutive. The Company has not
presented income (loss) per share under the two-class method, because the income (loss) per share are the same for both Voting and
Non-Voting common stock since they are entitled to the same liquidation and dividend rights.

The following table provides details underlying OneSpaWorld’s income (loss) per basic and diluted share calculation (in thousands,
except per share data):

Year Ended December 31,
2022 2021 2020

Numerator:

Net income (loss) $ 53,159  § (68,522) $ (287,977)

Gain on fair value of in-the-money warrant liabilities: (6,400) - -

Net income (loss), adjusted for change in fair value of warrants for diluted earnings per share $ 46,759 § (68,522) $ (287,977)

Denominator:

Weighted average shares outstanding — Basic 92,507 90,134 74,359
Dilutive effect of 2020 PIPE Warrants 1,914 - -
Dilutive effect of stock-based awards 684 - -

Diluted (a) 95,105 90,134 74,359

Net Income (loss) per voting and non-voting share

Basic $ 057 § (0.76) $ (3.87)

Diluted $ 049 § (0.76) $ (3.87)

(a) During the years ended December 31, 2021 and 2020, potential common shares under the treasury stock method were antidilutive because the Company reported a
net loss in this period and the effect of the change in the fair value of warrants was antidilutive. Consequently, the Company did not have any adjustments in this period
between basic and diluted loss per share related to stock options, warrants, deferred shares and restricted stock.

The table below presents the number of antidilutive potential common shares that are not considered in the calculation of diluted
income (loss) per share (in thousands):

Year Ended December 31,
2022 2021 2020
Common share warrants (a) 24,145 29,145 26,974
Deferred shares - - 3,840
Employee stock options - - 4,376
Restricted share units 511 1,499 702
Performance stock units 312 1,227 589
24,968 31,871 36,481

(a) Includes all Public, Sponsor and 2020 PIPE Warrants.

Foreign Currency Transactions

For currency exchange rate purposes, assets and liabilities of the Company’s foreign subsidiaries are translated at the rate of exchange
in effect at the balance sheet date. Equity and other items are translated at historical rates, and income and expenses are translated at
the average rates of exchange prevailing during the year. The related translation adjustments are reflected in the accumulated other
comprehensive loss caption of the Company’s balance sheets. Foreign currency gains and losses resulting from transactions, including
intercompany transactions, are included in results of operations. The transaction gains (losses) included in the administrative expenses
caption of the consolidated statements of operations for the years ended December 31, 2022, 2021 and 2020 were $0.3 million, $(0.2)
million and $(0.07) million, respectively.
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Fair Value Measurements

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date.
Additionally, the inputs used to measure fair value are prioritized based on a three-level hierarchy.

The three levels of inputs used to measure fair value are as follows:
o Level 1—Value is based on quoted prices in active markets for identical assets and liabilities.

° Level 2—Value is based on observable inputs other than quoted prices included in Level 1. This includes dealer and
broker quotations, bid prices, quoted prices for similar assets and liabilities in active markets, or other inputs that are
observable or can be corroborated by observable market data.

° Level 3—Value is based on unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities. This includes discounted cash flow methodologies and similar techniques that
use significant unobservable inputs.

Derivative Instruments and Hedging Activities

The Company records all derivatives on the balance sheet at fair value. The accounting for changes in the fair value of derivatives
depends on the intended use of the derivative, whether the Company has elected to designate a derivative in a hedging relationship and
apply hedge accounting and whether the hedging relationship has satisfied the criteria necessary to apply hedge accounting.
Derivatives designated and qualifying as a hedge of the exposure to variability in expected future cash flows, or other types of
forecasted transactions, are considered cash flow hedges. Hedge accounting generally provides for the matching of the timing of gain
or loss recognition on the hedging instrument with the recognition of the changes in the fair value of the hedged asset or liability that
are attributable to the hedged risk in a fair value hedge or the earnings effect of the hedged forecasted transactions in a cash flow
hedge. Gains and losses on derivatives that are designated as cash flow hedges are recorded as a component of Accumulated other
comprehensive loss until the underlying hedged transactions are recognized in earnings.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.

Actual results could differ from those estimates. Significant estimates include the valuation of certain assets acquired in the Business
Combination, assessment of net realizable value of inventories, the recovery of long-lived assets and other intangible assets, the
determination of deferred income taxes including valuation allowances, the useful lives of definite-lived intangible assets, the fair
value of warrants, contingencies and property and equipment.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of cash and
cash equivalents and accounts receivable. The Company maintains cash and cash equivalents with high quality financial institutions.
As of December 31, 2022, and 2021, the Company had three cruise companies that represented greater than 10% of accounts
receivable. The Company does not normally require collateral or other security to support normal credit sales. The Company controls
credit risk through credit approvals, credit limits, and monitoring procedures.

Accounts receivable are stated at amounts due from customers, net of an allowance for doubtful accounts. The Company records an
allowance for doubtful accounts with respect to accounts receivable using historical collection experience, and generally, an account
receivable balance is written off once it is determined to be uncollectible. The Company reviews the historical collection experience
and considers other facts and circumstances and adjusts the calculation to record an allowance for doubtful accounts as appropriate. If
the Company’s current collection trends were to differ significantly from historic collection experience, the Company would make a
corresponding adjustment to the allowance. The allowance for doubtful accounts was $0.1 million and $0.5 million as of December
31, 2022 and 2021, respectively. For the years ended December 31, 2022 and 2021 and 2020, allowance for doubtful account expense
amounted to $0.02, $0.5 million and $0.2 million, respectively. Allowance for doubtful accounts expense is included within
administrative operating expenses in the accompanying consolidated statements of operations.

The activity in the Company’s allowance for doubtful accounts is summarized as follows (in thousands):
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Year Ended December 31,

2022 2021 2020
Beginning balance $ (497) $ (44) $ (10)
Provision for doubtful accounts (18) (453) (172)
Write-offs 399 - 138
Ending balance $ (116) $ (497) $ (44)

Adoption of Accounting Pronouncements

On January 1, 2022, we adopted the FASB issued ASU 2016-02, “Leases (Topic 842)” (“ASU 2016-02") using the modified
retrospective approach and elected the optional transition method, which allows entities to initially apply the standard at the adoption
date and recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption. Upon
adoption, we applied the guidance to all existing leases. For leases with a term greater than 12 months, the new guidance requires the
lease rights and obligations arising from the leasing arrangements, including operating leases, to be recognized as assets and liabilities
on the balance sheet. Upon adoption of the new guidance, the most significant impact was the recognition of right-of-use assets and
lease liabilities relating to operating leases in the amounts of $16.0 million and $16.3 million, respectively, reported within Operating
lease right-of-use assets and Long-term operating lease liabilities, respectively, with the current portion of the liability reported within
Current portion of operating leases liabilities, in our consolidated balance sheet as of January 1, 2022. Another $0.3 million was
reclassified to the operating right-of-use assets from liability accounts relating to the existing leases. There was no cumulative effect of
applying the new standard and accordingly there was no adjustment to our retained earnings upon adoption. The comparative
information presented has not been recast and continues to be reported under the accounting standards in effect for those periods. For
further information on leases, see Note 6- "Leases". This guidance did not have any impact to our consolidated statements of
operations, comprehensive income (loss), consolidated statements of cash flows and our debt-covenants calculations under our current
agreements. The adoption does not change the timing, classification or amount of expense recognized in our consolidated financial
statements nor does it change the timing, classification or amount of cash payments included within the consolidated statement of cash
flows.

Recent Accounting Pronouncements

With the exception of those discussed below, there have been no recent accounting pronouncements or changes in accounting
pronouncements that are of significance, or potential significance, to the Company. The following summary of recent accounting
pronouncements is not intended to be an exhaustive description of the respective pronouncement.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments—Credit Losses (Topic 326).” This ASU amends the FASB’s
guidance on the impairment of financial instruments. The ASU adds to U.S. GAAP an impairment model (known as the current
expected credit losses model) that is based on an expected losses model rather than an incurred losses model. Under the new guidance,
an entity recognizes as an allowance its estimate of expected credit losses. The ASU is also intended to reduce the complexity of U.S.
GAAP by decreasing the number of impairment models that entities use to account for debt instruments. In November 2019, the
FASB issued guidance (ASU 2019-10) that defers the effective dates of the Financial Instruments—Credit Losses standard for entities
that have not yet issued financial statements adopting the standard. The update is effective for annual periods beginning after
December 15, 2022, and interim periods beginning after December 15, 2022, with early adoption permitted. The Company is currently
assessing the expected impact of the future adoption of this guidance.

In March 2020, the FASB issued ASU 2020-4, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate
Reform on Financial Reporting. This ASU provides practical expedients and exception for applying U.S. GAAP to contracts, hedging
relationships and other transactions affected by reference rate reform if certain criteria are met. The FASB also issued ASU 2021-01,
Reference Rate Reform (Topic 848): Scope in January 2021, which adds implementation guidance to clarify which optional
expedients in Topic 848 may be applied to derivative instruments that do not reference LIBOR or a reference rate that is expected to
be discontinued, but that are being modified as a result of the discounting transition. The ASUs may be applied through December 31,
2022 and is applicable to our interest rate swap contract and hedging relationship that reference LIBOR. In December 2022, the FASB
issued ASU 2022-06, which extended the sunset date of Topic 848 from December 31, 2022 to December 31, 2024. The Company is
currently assessing the expected impact of the future adoption of this guidance, that is, the eventual replacement of the LIBOR
benchmark interest rate on its consolidated financial statements.

In August 2020, The FASB issued ASU No. 2020-06, Debt with Conversion and Other Options and Derivative and Hedging -
Contracts in Entity's Own Equity, which simplifies the accounting for convertible instruments. This guidance eliminates certain
models that require separate accounting for embedded conversion features, in certain cases. Additionally, among other changes, the
guidance eliminates certain of the conditions for equity classification for contracts in an entity’s own equity. The guidance also
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requires entities to use the if-converted method for all convertible instruments in the diluted earnings per share calculation and include
the effect of share settlement for instruments that may be settled in cash or shares, except for certain liability-classified share-based
payment awards. This guidance is required to be adopted by us after December 15, 2023 and must be applied using either a modified
or full retrospective approach. The Company is currently assessing the expected impact of the future adoption of this guidance.

3. Property and Equipment, Net

Property and equipment, net consisted of the following (in thousands, except useful life):

As of December 31,

Useful Life in years 2022 2021
Furniture and fixtures 5-7 $ 6,856 §$ 4,733
Computers and equipment 3-8 11,237 9,214
Leasehold improvements Shorter of remaining lease term
or useful life 17,629 17,166
35,722 31,113
Less: Accumulated depreciation
and amortization (21,205) (17,006)
$ 14,517 § 14,107

Depreciation and amortization expense for years ended December 31, 2022, 2021 and 2020 was $4.4 million, $5.7 million and $7.6
million, respectively.

4. Goodwill and Intangible Assets

As aresult of the effect of COVID-19 on our expected future operating cash flows and our evaluation of the economic and market
conditions, and its impact on the Company’s common share price, we concluded it is more likely than not that the trade name
indefinite-lived intangible asset and goodwill were impaired and performed, including work performed by third-party valuation
specialists, interim impairment tests as of March 31, 2020. As a result, we concluded that the goodwill of $174.2 million and $15.9
million associated with the Maritime and Destination Resorts reporting units, respectively, was fully impaired as of March 31, 2020,
which fully wrote off our Goodwill carrying value. Goodwill impairment charges of approximately $190 million for these reporting
units are included in Goodwill and tradename intangible assets impairment in the accompanying consolidated statement of operations
during the year ended December 31, 2020 (See “Note 157).

As a result of the interim impairment tests discussed above, we performed a fair value test applying the relief of royalty method and
determined that the estimated fair value of one of our trade names is less than carrying value as of March 31, 2020. As a result, we
recognized an impairment charge of $0.7 million and it is included in Goodwill and tradename intangible assets impairment in the
accompanying consolidated statement of operation during the year ended December 31, 2020. As of October 1, 2022, 2021 and 2020,
we performed our annual trade name indefinite-lived intangible asset impairment review and determined there was no incremental
impairment.

Intangible assets consist of finite and indefinite life assets. The following is a summary of the Company’s intangible assets as of
December 31, 2022 (in thousands, except amortization period):

Accumulated
Amortization and Weighted Average Amortization
Cost Impairment Net Balance Period (in years)
Retail concession agreements $ 604,700 $ (58,692) $ 546,008 39
Destination resort agreements 17,900 (4,480) 13,420 15
Trade name 6,200 (700) 5,500 Indefinite-life
Licensing agreement 1,000 (461) 539 8
$ 629,800 $ (64,333) $ 565,467
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The following is a summary of the Company’s intangible assets as of December 31, 2021 (in thousands, except amortization period):

Accumulated Weighted Average Amortization
Cost Amortization Net Balance Period (in years)
Retail concession agreements $ 604,700 $ (43,187) $ 561,513 39
Destination resort agreements 17,900 (3,287) 14,613 15
Trade name 6,200 (700) 5,500 Indefinite-life
Licensing agreement 1,000 (336) 664 8
$ 629,800 $ (47,510) $ 582,290

The Company amortizes intangible assets with definite lives on a straight-line basis over their estimated useful lives. Amortization
expense for the years ended December 31, 2022, 2021 and 2020 was $16.8 million for each period, respectively. Amortization
expense is estimated to be $16.8 million in each of the next five years beginning in 2023.

5. Accrued Expenses

Accrued expenses consisted of the following (in thousands):

As of December 31,
2022 2021
Operative commissions $ 6,605 $ 3,132
Minimum cruise line commissions 8,376 6,329
Professional fees 3,253 7,028
Payroll and bonuses 8,963 6,277
Interest 3,336 1,964
Other 9,466 7,502
$ 39,999 § 32,232

6. Leases
Nature of Leases

We have operating leases related to the destination resort agreements, office space and certain equipment. There are certain immaterial
finance equipment leases recorded in the consolidated balance sheets. Certain of our leases include both lease and non-lease
components. We have adopted the practical expedient which allows us to combine lease and non-lease components by class of asset.
We have applied this expedient for destination resorts agreements, office space and certain equipment leases. We have entered into a
sublease agreement for certain leased office space; however, the sublease income from this agreement is immaterial.

Significant Assumptions and Judgments in Applying leases (Topic 842)

The Company has entered into agreements of varying terms with the cruise lines under which services and products are paid for by
cruise passengers. These agreements provide for the Company to pay the cruise line commissions for use of their shipboard facilities,
as well as fees for staff shipboard meals and accommodation. These commissions are generally based on a percentage of revenue for
most of the agreements, and a minimum annual amount, or a combination of both for certain agreements. We believe that these
agreements did not contain a lease since we concluded that we do not have the right to direct how and for what purpose the spa and
fitness facilities, or related equipment is used.

Most of our destination resort health and wellness centers generally require rent based on a percentage of revenues, with some
locations having escalating percentages at different revenue amounts. In addition, as part of the rental arrangements for some of the
destination resort health and wellness centers, the Company is required to pay a minimum annual rental regardless of whether such
amount would be required to be paid under the percentage rent arrangement. Fixed or minimum payments and variable lease payments
that depend on a rate or index are included in the calculation of the right-of-use asset. Other variable payments are excluded from the
calculation and are recognized in the period in which the obligations for those payments is incurred.

Certain leases include renewal options ranging from three to five years. The renewal options are included in the lease term only for
those leases in which they are reasonably certain to be renewed.
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As our leases do not have a readily determinable implicit rate, we used our weighted average cost of debt to determine the net present
value of the lease payments at the adoption date. Our weighted average cost of debt is similar to the incremental borrowing rate we
would have obtained if we had borrowed collateralized debt over the lease term to purchase the asset.

We have adopted the practical expedient to exclude leases with terms of less than one year from being included on the balance sheet.
Lease expense for agreements that are short-term were immaterial for the year ended December 31, 2022. See Note 2- "Summary of
Significant Accounting Policies", for further information on the adoption of ASC 842.

Supplemental Financial statements information

The components of lease expense were as follows (in thousands):

Year Ended December 31,
2022 2021 2020

Minimum rentals $ 3,161 $ 3,325 $ 3,791
Contingent rentals 5,486 4,072 1,703

$ 8,047 § 7,397 § 5,494
Lease balances were as follows (in thousands):

December 31, 2022

Operating Leases
Operating lease right-of-use assets, net $ 13,932
Current portion of operating leases 2,239
Long-term operating leases 12,101

As of December 31, 2022, the Company’s operating leases have a weighted-average remaining lease term of 7.4 years and a weighted-
average discount rate of 4.39%. The maturities of the operating lease liabilities are as follows (in thousands):

Year Amount
2023 $ 2,145
2024 2,136
2025 2,163
2026 1,770
2027 1,180

Thereafter 4,946

$ 14,340

Supplemental cash flow information related to leases was as follows (in thousands):

Year Ended December 31, 2022

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash outflows from operating leases $ 3,006
Right-of-use assets obtained in exchange for new lease obligations:
Operating leases 251

7. Long-term Debt

Long-term debt consisted of the following (in thousands, except interest rate):
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Maturities

Interest Rate December 31, Through As of December 31,
2022 2021 2022 2021
First lien term loan facility 8.3% 4.0% 2026 $ 200,681 $ 202,457
Second lien term loan facility 11.8% 7.6% 2027 15,000 25,000
First lien revolving facility - 4.0% 2024 - 7,000
Total debt 215,681 234,457
Less: unamortized debt issuance cost (2,895) (3,998)
Total debt, net of unamortized debt issuance cost 212,786 230,459
Less: current portion of long-term debt (2,085) (1,776)
Long-term debt, net $ 210,701 $ 228,683

On March 19, 2019, the Company entered into (i) senior secured first lien credit facilities (the “First Lien Credit Facilities”) with
Goldman Sachs Lending Partners LLC, as administrative agent, and certain lenders, consisting of (x) a term loan facility of $208.5
million (of which $20 million was borrowed by a subsidiary of the Company) (the “First Lien Term Loan Facility”), (y) a revolving
loan facility of up to $20 million (the “First Lien Revolving Facility”) and (z) a delayed draw term loan facility of $5 million (the
“First Lien Delayed Draw Facility”), and (ii) a senior secured second lien term loan facility of $25 million with Cortland Capital
Market Services LLC, as administrative agent, and Neuberger Berman Alternative Funds, Neuberger Berman Long Short Fund, as
lender. (the “Second Lien Term Loan Facility” and, together with the First Lien Term Loan Facility, the “Term Loan Facilities”; the
New Term Loan Facilities, together with the First Lien Revolving Facility and the First Lien Delayed Draw Facility, are referred to as
the “New Credit Facilities”). The First Lien Revolving Facility includes borrowing capacity available for letters of credit up to $5
million. Any issuance of letters of credit reduces the amount available under the New First Lien Revolving Facility. The First Lien
Term Loan Facility matures seven years after March 19, 2019, the First Lien Revolving Facility matures five years after March 19,
2019 and the Second Lien Term Loan Facility matures eight years after March 19, 2019.

Loans outstanding under the First Lien Credit Facilities will accrue interest at a rate per annum equal to LIBOR plus a margin of
4.00%, with one step down to 3.75% upon achievement of a certain leverage ratio, and undrawn amounts under the First Lien
Revolving Facility will accrue a commitment fee at a rate per annum of 0.50% on the average daily undrawn portion of the
commitments thereunder, with one step down to 0.325% upon achievement of a certain leverage ratio. Loans outstanding under the
Second Lien Term Loan Facility will accrue interest at a rate per annum equal to LIBOR plus 7.50%.

The obligations under the New Credit Facilities are guaranteed by the Company and each of its direct or indirect wholly-owned
subsidiaries organized under the laws of the United States and the Commonwealth of The Bahamas, in each case, other than certain
excluded subsidiaries, including, but not limited to, immaterial subsidiaries, non-profit subsidiaries, and any other subsidiary with
respect to which the burden or cost of providing a guarantee is excessive in view of the benefits to be obtained by the lenders
therefrom. In addition, under the New Credit Facilities, certain of our direct and indirect subsidiaries have granted the lenders a
security interest in substantially all of their assets.

The Term Loan Facilities require the Company to make certain mandatory prepayments, with (i) 100% of net cash proceeds of all
non-ordinary course asset sales or other dispositions of property, subject to the ability to reinvest such proceeds and certain other
exceptions, and subject to step downs if certain leverage ratios are met and (ii) 100% of the net cash proceeds of any debt incurrence,
other than debt permitted under the definitive agreements (but excluding debt incurred to refinance the New Credit Facilities). The
Company also is required to make quarterly amortization payments equal to 0.25% of the original principal amount of the First Lien
Term Loan Facility commencing after the first full fiscal quarter after the closing date of the New Credit Facilities (subject to
reductions by optional and mandatory prepayments of the loans). The Company may prepay (i) the First Lien Credit Facilities at any
time without premium or penalty, subject to payment of customary breakage costs and a customary “soft call,” and (ii) the Second
Lien Term Loan Facility at any time without premium or penalty, subject to a customary make-whole premium for any voluntary
prepayment prior to the date that is 30 months following the closing date of the New Credit Facilities (the “Callable Date”), following
by a call premium of (x) 4.00% on or prior to the first anniversary of the Callable Date, (y) 2.50% after the first anniversary but on or
prior to the second anniversary of the Callable Date, and (z) 1.50% after the second anniversary but on or prior to the third anniversary
of the Callable Date. During the fourth quarter of 2019, we prepaid principal amounts of $5 million of our First Lien Term Loan
Facility. During the third quarter of 2022, we repaid $7 million on the First Lien Revolving Facility. During the fourth quarter of 2022,
we prepaid principal amounts of $10 million of our Second Lien Term Loan Facility.

The New Credit Facilities contain a financial covenant related to the maintenance of a leverage ratio and a number of customary
negative covenants including covenants related to the following subjects: consolidations, mergers, and sales of assets; limitations on
the incurrence of certain liens; limitations on certain indebtedness; limitations on the ability to pay dividends; and certain affiliate
transactions. As of December 31, 2022 and 2021, the company was in compliance with all of the covenants contained in the New
Credit Facilities.
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If we do not comply with these covenants, we would have to seek amendments to these covenants from our lenders or evaluate the
options to cure the defaults contained in the credit agreements. However, no assurances can be made that such amendments would be
approved by our lenders. If an event of default occurs, the lenders under the New Credit Facilities are entitled to take various actions,
including the acceleration of amounts due under the New Credit Facilities and all actions permitted to be taken by a secured creditor,
subject to customary intercreditor provisions among the first and second lien secured parties, which would have a material adverse
impact to our operations and liquidity.

The following are scheduled principal repayments on long-term debt as of December 31, 2022 for each of the next five years (in
thousands):

Year Amount
2023 $ 2,085
2024 2,085
2025 2,085
2026 2,085
2027 2,085
Thereafter Total 205,256
$ 215,681

Borrowing Capacity:

As of December 31, 2022, our available borrowing capacity under the First Lien Revolving Facility was $20 million. Utilization of the
borrowing capacity was as follows (in thousands):
Borrowing Capacity Amount Borrowed

First Lien Revolving Facility $ 20,000 $ =

8. Warrant Liabilities
Public Warrants

Each whole Public Warrant is exercisable to purchase one share of common stock and only whole warrants are exercisable. The Public
Warrants became exercisable 30 days after the completion of the Business Combination. Each whole Public Warrant entitles the
holder to purchase one share of OneSpaWorld common stock at an exercise price of $11.50. As of December 31, 2022 and 2021,
16,145,279 Public Warrants were issued and outstanding. We evaluated the Public Warrants under ASC Topic 815 and concluded that
upon issuance of the Non-Voting Common Shares on June 12, 2020 they do not meet the criteria to be classified in stockholders’
equity. Accordingly, the Public Warrants are classified as a liability at fair value on the Company’s consolidated balance sheets at
December 31, 2022 and 2021 (See “Note 2”).

Pursuant to the warrant agreement, a warrant holder may exercise its warrants only for a whole number of shares of OneSpaWorld
common stock. This means that only a whole warrant may be exercised at any given time by a warrant holder. No fractional warrants
will be issued upon separation of the units and only whole warrants will trade. Accordingly, unless the holder purchases at least two
units, the holder will not be able to receive or trade a whole warrant. The warrants will expire five years after the date of the Business
Combination or earlier upon redemption or liquidation.
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The Company filed with the SEC a registration statement for the registration, under the Securities Act, of the shares of OneSpaWorld
common stock issuable upon exercise of the warrants. This registration statement has since been declared effective by the SEC. The
Company will use its reasonable efforts to maintain the effectiveness of such registration statement, and a current prospectus relating
thereto, until the expiration of the warrants in accordance with the provisions of the warrant agreement. Notwithstanding the above, if
the Company’s common stock is at the time of any exercise of a warrant not listed on a national securities exchange such that it
satisfies the definition of a “covered security” under Section 18(b)(1) of the Securities Act, the Company may, at its option, require
holders of public warrants who exercise their warrants to do so on a “cashless basis” in accordance with Section 3(a)(9) of the
Securities Act and, in the event the Company so elects, the Company will not be required to file or maintain in effect a registration
statement, but the Company will be required to use its best efforts to register or qualify the shares under applicable blue sky laws to
the extent an exemption is not available.

Once the warrants become exercisable, the Company may call the warrants for redemption:

o in whole and not in part;

o at a price of $0.01 per warrant;

o upon not less than 30 days’ prior written notice of redemption (the “30-day redemption period”) to each warrant
holder; and

o if, and only if, the reported last sale price of the Class A common stock equals or exceeds $18.00 per share for any

20 trading days within a 30-trading day period ending three business days before the Company sends the notice of
redemption to the warrant holders.

Sponsor Warrants

On October 19, 2017, Haymaker issued 8,000,000 Sponsor Warrants to purchase its common stock in a private placement
concurrently with its IPO. In connection with the Business Combination Haymaker transferred 3,105,294 Sponsor Warrants (the
“2019 PIPE Warrants™) in private placements to certain investors (the “PIPE Investors”) and to SLL. Each whole 2019 PIPE Warrant
is exercisable for one whole share of OneSpaWorld common stock at a price of $11.50 per share. The proceeds from the purchase of
the 2019 PIPE Warrants were used to fund a portion of the cash payment payable in connection with the consummation of the
Business Combination. The 2019 PIPE Warrants will be non-redeemable and exercisable on a cashless basis so long as they are held
by the Investors or their permitted transferees.

The 2019 PIPE Warrants (including the OneSpaWorld common stock issuable upon exercise of the 2019 PIPE Warrants) will not be
transferable, assignable or saleable until 30 days after the Business Combination and they will not be redeemable so long as they are
held by the Investors or their permitted transferees. Otherwise, the 2019 PIPE Warrants have terms and provisions that are identical to
those of the Public Warrants, including as to exercise price, exercisability and exercise period. If the 2019 PIPE Warrants are held by
holders other than the Sponsor or its permitted transferees, the 2019 PIPE Warrants will be redeemable by the Company and
exercisable by the holders on the same basis the Public Warrants. If holders of the 2019 PIPE Warrants elect to exercise them on a
cashless basis, they would pay the exercise price by surrendering their warrants for that number of shares of OneSpaWorld common
stock equal to the quotient obtained by dividing (x) the product of the number of shares of OneSpaWorld common stock underlying
the 2019 PIPE Warrants, multiplied by the difference between the exercise price of the warrants and the “fair market value” (defined
below) by (y) the fair market value. The “fair market value” shall mean the average reported last sale price of the Class A common
stock for the 10 trading days ending on the third trading day prior to the date on which the notice of warrant exercise is sent to the
warrant agent.

As of December 31, 2022 and 2021, 8,000,000 of the 2019 PIPE Warrants were issued and outstanding. We evaluated the Sponsor
Warrants, including the 2019 PIPE Warrants under ASC Topic 815, and concluded that upon issuance on March 19, 2019 they do not
meet the criteria to be classified in shareholders’ equity. Accordingly, the Sponsor Warrants are classified as a liability at fair value on
the Company’s consolidated balance sheets at December 31, 2022 and 2021 (See “Note 2”).

2020 PIPE Warrants

The 2020 PIPE Warrants will expire on the earlier of (i) the fifth anniversary of the closing of the 2020 Private Placement or (ii) the
Redemption Date (as defined below). Each Warrant entitles the holder to purchase one share of OneSpaWorld common stock at an
exercise price of $5.75. The 2020 PIPE Warrants may be exercised on a “cashless” basis, in accordance with a specified formula. In
addition, the Company may, at any time prior to their expiration, elect to redeem not less than all of such then-outstanding 2020 PIPE
Warrants at a price of $0.01 per warrant, provided that the last sales price of the common shares reported has been at least $14.50 per
share (subject to adjustment in accordance with certain specified events), on each of twenty trading days within the thirty-trading day
period ending on the third business day prior to the date on which notice of the redemption is given (the “Redemption Date”), and
provided that the common shares issuable upon exercise of such 2020 PIPE Warrants have been registered, qualified or are exempt
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from registration or qualification under the Securities Act and under the securities laws of the state of residence of the registered
holder of the 2020 PIPE Warrant. As of December 31, 2022 and 2021, 5,000,000 of the 2020 PIPE Warrants were issued and
outstanding. We evaluated the 2020 PIPE Warrant Warrants under ASC Topic 815 and concluded that they do not meet the criteria to
be classified in shareholders’ equity. Accordingly, the 2020 PIPE Warrants are classified as a liability at fair value upon issuance on
June 12, 2020 and subsequently (See “Note 2”).

9. Equity
Common Shares

The Company is authorized to issue 250,000,000 common shares with a par value of $0.0001 per share. Pursuant to the Investment
Agreement discussed below, we have amended our Articles of Incorporation (the “Articles”) and created a new class of Non-Voting
Common Shares, par value $0.0001 per share. Of the authorized shares 225,000,000 are “Voting Common Shares” and 25,000,000 are
“Non-Voting Common Shares.” The Non-Voting Common Shares are of equal rank to the Voting Common Shares, in terms of
dividends, liquidation, preferences and all other rights and features, with the following exceptions: (i) the Non-Voting Common
Shares have no voting rights, except as may be required by law; (ii) Steiner Leisure Limited (“Steiner Leisure”) may vote its Non-
Voting Common Shares in favor of its director designees; and (iii) the Non-Voting Common Shares will automatically be converted to
Voting Common Shares upon the occurrence of certain events set forth in the Articles. Holders of the Company’s voting common
stock are entitled to one vote for each share. At December 31, 2022, there were 79,544,055 voting shares and 13,421,914 non-voting
shares of OneSpaWorld common stock issued and outstanding. At December 31, 2021, there were 78,422,887 voting shares and
13,421,914 non-voting shares of OneSpaWorld common stock issued and outstanding.

Conversion of Non-Voting Common Shares to Voting Common Shares
Automatic Conversion

Each Non-Voting Common Share will automatically convert into one Voting Common Share, upon the occurrence of a Qualified
Transfer of such Non-Voting Common Share or with the prior consent of our Board of Directors. A “Qualified Transfer” means a
transfer (x) to a third party that is not (1) an affiliate of such holder nor (2) a person whose ownership thereof would result in such
shares being treated as constructively owned by such holder under Section 958(b) of the U.S. Tax Code, applicable Treasury
Regulations and other official guidance (a Person described in this clause (x), an “Unrelated Person”), and (y) that is not otherwise
prohibited under the Articles. During the year ended December 31, 2021, 3.8 million Non-Voting Common Shares were converted
into Voting Common Shares as a result of a Qualified Transfer.

Elective Conversion

Upon the occurrence of a Contingent Conversion Triggering Event (as defined below), a number of Non-Voting Common Shares as
elected will be converted into an identical number of Voting Common Shares; provided, that the number of Non-Voting Common
Shares so converted may not exceed the number of Non-Voting Common Shares that, if converted, would reasonably be expected to
(1) cause the Company to become a “CFC” (as defined in the Articles) as reasonably determined in good faith by the Company, upon
the advice of its legal counsel, or (2) cause such holder, together with its affiliates, to hold voting power exceeding 44.9% (as
reasonably determined in good faith by the Company). A “Contingent Conversion Triggering Event” shall mean (1) a decrease in the
number of directors that the applicable holder has the right to designate for appointment or nomination or a decrease in the number of
directors so designated by the applicable holder as a result of an irrevocable waiver of such rights, (2) the transfer of Voting Common
Shares by certain holders that participated in the 2020 Private Placement or any of their affiliates on or prior to the one year
anniversary of the closing of the 2020 Private Placement (I) to an “Unrelated Person” (as defined in the Articles), and (II) that is not
prohibited under the Articles, or (3) the exercise by a the holder or its affiliates of a warrant to purchase Non-Voting Common Shares
(or a warrant for which such holder or such affiliate has previously agreed to receive Non- Voting Common Shares upon exercise);
provided that, with respect to clause (3), the number of shares designated for conversion shall not exceed the number of Non-Voting
Common Shares received upon exercise of such warrant. Each Non-Voting Common Share that is converted into a Voting Common
Share shall be canceled by the Company and shall not be available for reissuance.

Governance Agreement

In connection with a private placement transaction that occurred on June 12, 2020 (the "2020 Private Placement"), the Company,
Steiner Leisure and, solely for the purpose of Section 18 thereof, Haymaker, entered into a Governance Agreement (the “Governance
Agreement”), pursuant to which, Steiner Leisure and certain of its affiliates were granted certain consent, director designation, and
other rights with respect to the Company. The Governance Agreement superseded the Director Designation Agreement, dated as of
November 1, 2018, by and among the Company, Steiner Leisure and Haymaker. Under the terms of the Governance Agreement,
among other things, Steiner Leisure has the right to designate and appoint two directors so long as Steiner Leisure and its affiliates
own at least 15% of the issued and outstanding common shares and one director so long as Steiner Leisure and its affiliates own at
least 5% of the issued and outstanding common shares.
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At-The-Market Equity Offering

During the year ended December 31, 2021, we sold 2.6 million shares under the its at-The-Market Equity Offering Sales Agreement
(the “Agreement”) for net proceeds of $27.5 million, after offering-related expenses paid of $0.9 million. On August 1, 2022, the
Company exercised its right to terminate the Agreement entered into on December 7, 2020 with Stifel, Nicolaus & Company,
Incorporated (the “Sales Agent”), pursuant to which the Company had the right to offer and sell, from time to time, through the Sales
Agent, its common shares, par value $0.0001 per share, having an aggregate offering price of up to $50.0 million (the “ATM
Program”). Prior to the termination of the Agreement, the Company sold a total of 3.9 million common shares through the ATM
Program and shares representing approximately $10 million remained available for sale under the Agreement. No sales of common
shares by the Company under the ATM Program have occurred subsequent to October 2021.

Deferred Shares

As part of the equity consideration transferred in the Business Combination on March 19, 2019, Steiner and Haymaker Sponsor, LLC
(“Haymaker Sponsor”) received deferred shares which provided the right to receive 5.0 million and 1.6 million shares OneSpaWorld
common stock, respectively. The issuance of the OneSpaWorld common shares related to the Deferred Shares is contingent upon the
earliest occurrence of any of the following events: (i) OneSpaWorld share price reaching $20 per share for five consecutive trading
dates, as adjusted to reflect any stock split, reverse stock split, stock dividend, payment of dividends and other events as defined in the
applicable Deferred Shares agreement, (ii) in the event of a change of control, as defined, of the Company if the price per share paid in
connection with such change in control is equal to or greater than $20; however, if the price per share paid in connection with such
change in control is less than $20, then no OneSpaWorld common shares will be issued and all the rights to receive the shares will be
forfeited for no consideration, and (iii) ten years from the date of the Business Combination agreement.

In consideration for, among other things, Steiner Leisure providing a “back stop” for the 2020 Private Placement and Steiner Leisure’s
agreement to voting limitations in respect of certain of the securities issuable to it, we issued and delivered an aggregate of 5.0 million
common shares (2.8 million of Voting Common Shares and 2.2 million of Non-Voting Common Shares) to Steiner Leisure at the
closing of the 2020 Private Placement, which satisfied in full the Company’s obligation to issue 5.0 million deferred common shares
to Steiner Leisure pursuant to the Business Combination Agreement (the “BCA”).

In addition, in order to align the incentives of certain members of the Board of Directors, the parties agreed to amend the terms of the
Founder Deferred Shares (as defined in the BCA), such that, effective as of the closing of the 2020 Private Placement, such shares will
be issuable upon the occurrence of any of the following: (A) the first day on which the common shares achieve a 5-day volume
weighted average price equal to or greater than $10.50 (such share price, as may be adjusted, the “Price Target”); (B) in the case of a
change in control of the Company, if the price per common share paid or payable in connection with such change in control is equal to
or greater than the Price Target; or (C) the two-year anniversary of the closing of the 2020 Private Placement.

Dividends Declared Per Common Share

In November 2019, the Company adopted a cash dividend program and declared an initial quarterly payment of $0.04 per common
share. On March 24, 2020, the Company announced that it is deferring payment of its dividend declared on February 26, 2020, for
payment on May 29, 2020, to shareholders of record on April 10, 2020, until the Board of Directors reapproves its payment; and
withdrawing its dividend program until further notice. As of December 31, 2022, and 2021, dividends payable amounted to
approximately $2.4 million which is presented as other-long term liabilities and other current liabilities in the accompanying
consolidated balance sheets.

10. Stock-Based Compensation

2019 Equity Incentive Plan and Stock-Based Compensation

The Company’s board of directors and shareholders approved the 2019 Equity Incentive Plan (the “2019 Plan”) on March 18, 2019.
The purpose of the 2019 Plan is to make available incentives that will assist the Company to attract, retain, and motivate employees,
including officers, consultants and directors. The Company may provide these incentives through the grant of share options, share
appreciation rights, restricted shares, restricted share units, performance shares and units and other cash-based or share-based awards.
The Equity Plan provides participants an option to defer compensation on a tax-deferred basis. Awards may be granted under the 2019
Plan to OneSpaWorld employees, including officers, directors or consultants or those of any present or future parent or subsidiary
corporation or other affiliated entity. A total of 7,000,000 OneSpaWorld Shares have been authorized and reserved for issuance under
the 2019 Plan.

Stock Based Compensation Cost

Stock based compensation cost, which is included as a component of salary, benefits and payroll taxes in the accompanying
consolidated statements of operations for the years ended December 31, 2022, 2021 and 2020 was $12.9 million, $10.6 million and
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$4.9 million, respectively. As of December 31, 2022, the Company had $13.3 million of total unrecognized compensation expense
related to restricted stock units and performance stock units.

Restricted Share Units

The Company’s restricted stock units (“RSUs”) have been issued to employees and directors with vesting periods ranging from one
year to three years and vest based solely on service conditions. RSUs become unrestricted common stock upon vesting on a one-for-
one basis. The cost of these awards is determined using the fair value of our common stock on the date of the grant, and compensation
expense is recognized over the vesting period.

The following is a summary of RSUs activity for the years ended December 31, 2022, 2021 and 2020:
Weighted-Average Aggregate Intrinsic

Grant Date Fair Value (In

RSU Activity Number of Awards Value thousands) (1)
Non-Vested share units as of December 31, 2019 60,902 $ 15.60

Granted 1,833,821 7.33

Vested (54,491) 15.60

Forfeited (9,117) 15.62

Non-Vested share units as of December 31, 2020 1,831,115 $ 732 $ 18,568
Granted 411,595 10.07

Vested (697,640) 5.88

Forfeited (47,025) 12.19

Non-Vested share units as of December 31, 2021 1,498,045 § 876 $ 15,010
Granted 701,066 $ 9.20

Vested (912,619) 8.36

Forfeited (1,922) 10.26

Non-Vested share units as of December 31, 2022 1,284,570 $ 928 $ 11,985

(1) The aggregate intrinsic value is calculated based on the fair value of $9.33, $10.02 and $10.14 per share of the Company’s
common stock on December 31, 2022, 2021 and 2020, respectively, due to the fact that the performance stock units carry a
$0 exercise price.

The total fair value of RSUs that vested in 2022, 2021 and 2020, based on the market price of the underlying shares on that day of
vesting, was $8.6 million, $6.6 million and $0.3 million, respectively.

There were 701,066, 411,595 and 1,833,821 RSUs granted during the years ended December 31, 2022, 2021 and 2020, respectively. .
As of December 31, 2021, the Company had $8.6 million of total unrecognized compensation expense related to restricted stock
award grants, which will be recognized over the weighted-average period of approximately 1.1 years.

On February 22, 2022, the Company granted 189,640 time-based RSUs to certain executive officers, of which one third vested on
March 7, 2022, and two-thirds vested on December 5, 2022.

On July 26, 2022, the Company granted the board of directors a total of 199,289 RSUs as compensation for future service. The RSUs
fully vest at the completion of the one-year period commencing from the date of grant.

Performance Share Units

The Company grants certain executive officers and senior-level employees performance share units that generally vest based on either
performance and time-based service condition (‘“Performance Condition-Based Awards”) or market and time-based service conditions
(“Market Condition-Based Awards”) which are referred to herein as Performance Share Units (“PSUs”). The number of shares of
common stock underlying each award is determined at the end of the performance period. In order to vest, the employee must be
employed by the Company, with certain contractual exclusions, at the end of the performance period.

Performance Condition-Based Awards

PSUs are converted into shares of common stock upon vesting on a one-for-one basis. The Company estimates the fair value of each
performance share when the grant is authorized, and the related service period has commenced. The Company recognizes
compensation cost over the vesting period based on the probability of the performance conditions being achieved. If the specified
service and performance conditions are not met, compensation expense is not recognized, and any previously recognized
compensation expense will be reversed.
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On January 21, 2020, the Company granted 181,316 PSUs to certain employees which vest upon the achievement of certain pre-
established performance target established for the 2020 calendar year and the satisfaction of an additional time-based vesting
requirement that generally requires continued employment through January 21, 2023.

In December 2020, the Company’s compensation committee approved the waiver of the performance condition after considering the
severe interruption of the Company’s business and operations resulting from the unforeseen circumstances of COVID-19 and the
material adverse impact on the Company’s share price. As a result of this modification, the PSUs were revalued as of the date of the
modification to $8.76 per share, based on the market price of the underlying shares on that day and the aggregate fair value of the
modification was approximately $1.3 million which represents the total fair value of the modified award which will be expensed over
the remaining vesting period. The modified PSUs will vest approximately 33% on each anniversary of the original grant date.

On December 6, 2022, the Company granted 312,137 PSUs to certain executive officers and senior-level employees which vest upon
the achievement of certain pre-established performance target established for the 2023 calendar year and the satisfaction of an
additional time-based vesting requirement that generally requires continued employment through December 6, 2025.

Market Condition-Based Awards

The Company estimates the fair value of each PSUs when the grant is authorized, and the related service period has commenced.
Expense for these PSUs is recorded over the derived service period.

On August 18, 2020, the Company granted 1,003,000 PSUs to certain executive officers. The PSUs expire on the sixth anniversary of
the Grant Date. The PSUs are converted into shares of common stock upon vesting on a one-for-one basis. The PSUs will vest upon
achievement of the twenty-day volume weighted average price of OneSpaWorld common shares reaching the following hurdle prices:

Hurdle Price Percentage of PSU's Vested
$ 7.24 25%
$ 8.83 25%
$ 10.41 25%
$ 12.00 25%

On October 1, 2020, the Company granted 166,667 PSUs to an executive officer. The PSUs expire on the sixth anniversary of the
Grant Date. The PSUs are converted into shares of common stock upon vesting on a one-for-one basis. The PSUs will vest upon
achievement of the five-day volume weighted average price of OneSpaWorld common shares reaching $12 per share.

On October 13, 2020, the Company granted 83,333 PSUs as an inducement grant outside of the 2019 Plan to an executive officer. The
PSUs expire on the sixth anniversary of the Grant Date. The PSUs are converted into shares of common stock upon vesting on a one-
for-one basis. The PSUs will vest upon achievement of the twenty-day volume weighted average price of OneSpaWorld common
shares reaching the following hurdle prices:

Hurdle Price Percentage of PSU's Vested
$ 8.39 25%
$ 9.59 25%
$ 10.80 25%
$ 12.00 25%

Grant date fair values of the market condition-based awards and the derived service periods assigned to the PSUs were estimated by a
third-party valuation specialist using a Monte Carlo simulation in a risk-neutral framework assuming Geometric Motion, 100,000
trials, and using the following assumptions:

August 18, 2020 October 1, 2020 October 13, 2020
Hurdle prices per share $7.24,$8.83,$10.41,$12.00 $ 12.00  $8.39,$9.59,$10.80,$12.00
End of simulation term August 18, 2026 October 1, 2026 October 13, 2026
Term of simulation 6 years 6 years 6 years
Stock price as of measurement date $ 565 $ 647 $ 6.99
Volatility 54.13% 54.80% 54.92%
Risk-free rate (continuous) 0.37% 0.36% 0.41%
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PSUs Activity
The following is a summary of PSUs activity for the years ended December 31, 2022, 2021 and 2020:

Number of Weighted- Number of Weighted-

Market Based- Average Grant Performance - Average Grant
PSUs Activity Awards Date Fair Value Based Awards Date Fair Value
Non-Vested share units as of December 31, 2019 - 3 - - 93 =
Granted 1,253,000 481 181,316 15.67
Vested (271,584) 4.76 (48,690) 15.67
Forfeited - - (2,706) 15.67
Non-Vested share units as of December 31, 2020 981,416 $ 4.83 129,920 $ 15.67
Granted 698,289 9.94
Vested (543,167) 4.65 (4,955) 15.67
Forfeited - - (36,283) 15.11
Non-Vested share units as of December 31, 2021 438249 $ 5.04 786,971 $ 10.63
Granted - - 312,137 10.30
Vested - - (305,078) 10.68
Forfeited - - (1,922) 10.63
Non-Vested share units as of December 31, 2022 438249 $ 5.04 792,108 $ 10.48

The total fair value of PSUs that vested in 2022, 2021 and 2020 was $3.0 million, $5.4 million and $2.6 million, respectively, based on
the market price of the underlying shares on that day of vesting. As of December 31, 2022, there was total unrecognized compensation
cost related to non-vested performance-based PSUs of $5.0 million. The costs are expected to be recognized over the weighted-
average period of approximately 1.7 years. As of December 31, 2022, there was no unrecognized compensation cost related to non-
vested market-based PSUs. The aggregate intrinsic value of PSUs was $11.5 million and $12.2 million as of December 31, 2022 and
December 31, 2021, respectively. The aggregate intrinsic value of PSUs is based on the number of nonvested PSUs and the market
value of the Company’s common stock as of December 31, 2022 and 2021, respectively.

Stock Options

During the year ended December 31, 2021, 941,512 options were forfeited due to the retirement of our former Chief Executive
Officer.

On August 3, 2021, Leonard Fluxman, Executive Chairman, President and Chief Executive Officer, and Stephen Lazarus, Chief
Financial Officer and Chief Operating Officer, voluntarily surrendered outstanding options to purchase an aggregate of 3,434,379 of
the Company’s common shares. The common shares underlying these surrendered options will be available for future grant to
Company personnel under the 2019 Plan.

There were no outstanding stock options as of December 31, 2022 and 2021. As of December 31, 2022, there was no unrecognized
compensation cost related to the share options granted or exercised under the plan. No share options were granted during the years
ended December 31, 2022, 2021 and 2020. No share options were exercisable as of December 31, 2022 and 2021.

11. Revenue Recognition

The Company's revenue generating activities include the following:

Service Revenues

Service revenues consist primarily of sales of health, wellness and beauty services, including a full range of massage treatments, facial
treatments, nutritional/weight management consultations, teeth whitening, mindfulness services and medi-spa services to cruise ship
passengers and destination resort guests. Each service or consultation represents a separate performance obligation and revenues are
generally recognized immediately upon the completion of our service. Given the short duration of our performance obligation,
although some services are recognized over time, there is no material difference in the timing of recognition across reporting periods.

Product Revenues

Product revenues consist primarily of sales of health and wellness products, such as facial skincare, body care, hair care, orthotics and
nutritional supplements to cruise ship passengers, destination resort guests and timetospa.com customers. Our Shop & Ship program
provides guests the ability to buy retail products onboard and have products shipped directly to their home. Each product unit
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represents a separate performance obligation. Our performance obligations are satisfied, and revenue is recognized when the customer
obtains control of the product, which occurs either at the point of sale for retail sales and at the time of shipping for Shop & Ship and
timetospa.com product sales. The Company provides no warranty on products sold. Shipping and handling fees charged to customers
are included in net sales.

Gift Cards

The Company only offers no-fee, non-expiring gift cards to its customers. At the time gift cards are sold, no revenue is recognized;
rather, the Company records a contract liability to customers. The liability is relieved, and revenue is recognized equal to the amount
redeemed at the time gift cards are redeemed for products or services. The Company records revenue from an estimate of unredeemed
gift cards (breakage) in net sales on a pro-rata basis over the time period gift cards are redeemed. At least three years of historical data,
updated annually, is used to determine actual redemption patterns. The liability for unredeemed gift cards is included in “Other current
liabilities” on the Company's consolidated balance sheets and was $0.8 million, as of December 31, 2022 and December 31, 2021.

Customer Loyalty Rewards Program

The Company initiated a customer loyalty program during October 2019 in which customers earn points based on their spending on
timetospa.com. The Company recognizes the estimated net amount of the rewards that will be earned and redeemed as a reduction to
net sales at the time of the initial transaction and as tender when the points are subsequently redeemed by a customer. The liability for
customer loyalty programs was not material as of December 31, 2022 and 2021.

Contract Balances

Receivables from the Company’s contracts with customers are included within accounts receivables, net in the consolidated balance
sheets. Such amounts are typically remitted to us by our cruise line or destination resort partners, except for online sales, and are net of
commissions they withhold. Although paid by our cruise line partners, customers are typically required to pay with major credit cards,
reducing our credit risk to individual customers. Amounts are billed immediately, and our cruise line and destination resort partners
typically remit payments to us within 30 days. As of December 31, 2022, 2021 and 2020, our receivables from contracts with
customers were $33.6 million, $19.5 million and $3.0 million, respectively and the increase as of December 31, 2022 when compared
to December 31, 2021 and 2020 reflects the impact of increased revenues due to our ongoing resumption of our spa operations.

Costs incurred to enter into new or to renew long-term contracts are capitalized and amortized to cost of revenues over the term of the
contract. Deferred contract costs, which relate to fees accrued to cruise line partners, amounted to $3.2 million and $2.9 million as of
December 31, 2022 and 2021, respectively, and is presented within other non-current assets in the accompanying consolidated balance
sheets. Amortization of the deferred contract cost was $1.1 million, $0.7 million and $0.4 million for the years ended December 31,
2022, 2021 and 2020, respectively. Amortization of deferred costs are included in cost of services in the accompanying consolidated
statements of operations. Our contract liabilities for gift cards and customer loyalty programs are described above.

Disaggregation of Revenue and Segment Reporting

The Company operates facilities on cruise ships and in destination resorts, where we provide health, fitness, beauty and wellness
services and sell related products. The Company also sells health and wellness, fitness and beauty related products through its
timetospa.com website which is a post-cruise sales tool where guests may continue their wellness journey after disembarking. The
Company’s Maritime and Destination Resorts operating segments are aggregated into a single reportable segment based upon similar
economic characteristics, products, services, customers and delivery methods. Additionally, the Company’s operating segments
represent components of the Company for which separate financial information is available that is utilized on a regular basis by the
chief executive officer, who is the Company’s chief operating decision maker (CODM), in determining how to allocate the
Company’s resources and evaluate performance. The following table disaggregates the Company’s revenues by revenue source and
operating segment (in thousands):
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Year Ended December 31,

2022 2021 2020
Service Revenues:
Maritime 412,593 $ 89,024 $ 81,395
Destination resorts 33,925 26,921 12,287
Total service revenues 446,518 115,945 93,682
Product Revenues:
Maritime 94,530 23,698 23,441
Destination resorts 2,879 2,162 975
Timetospa.com 2,332 2,226 2,827
Total product revenues 99,741 28,086 27,243
Total revenues 546,259 $ 144,031 $ 120,925
12. Income Taxes
Income (loss) before income tax expense consists of (in thousands):
Year Ended December 31,
2022 2021 2020
U.S. $ (2,053)$ (2,506)$ (12,294)
Foreign 55,836 (65,587) (274,869)
$ 53,783 $ (68,093)% (287,163)
The income tax expense consists of the following (in thousands):
Year Ended December 31,
2022 2021 2020
U.S. Federal $ 192 § 126 § 1,309
U.S. State 147 32 51
Foreign 285 271 (546)
624 429 814
Current 805 340 (761)
Deferred (181) 89 1,575
$ 624 $ 429 § 814

A reconciliation of the difference between the expected income tax expense (benefit) using the U.S. federal tax rate and our actual

provision is as follows (in thousands):

Year Ended December 31,
2022 2021 2020

Provision using statutory
U.S. federal tax rate $ 11,295 $ (14,298) $ (60,304)
Foreign rate differential (12,123) 12,918 16,530
Prior period true up adjustment 4,630 (22) (1,798)
State taxes 133 26 178
Change in valuation allowance (5,266) 192 5,454
Permanent differences 2,305 1,679 40,865
Other (350) (66) (111)

Total $ 624 $ 429 $ 814

The difference between the expected provision for income taxes using the 21% U.S. federal income tax rate for 2022, 2021 and 2020,
and the Company’s actual provision is primarily attributable to the change in valuation allowance, foreign rate differential including
income earned in jurisdictions not subject to income taxes, and prior period true- up adjustment.
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A reconciliation of the beginning and ending amounts of uncertain tax positions, excluding interest and penalties, is as follows (in
thousands):

2022 2021 2020
Beginning balance $ 1,663 $ 1,663 $ 1,663
Gross (decreases) increases—
prior period tax position - - -
Ending balance $ 1,663 $ 1,663 $ 1,663

As of December 31, 2022 and 2021, the Company accrued $3.9 million and $4.1 million, respectively, for uncertain tax positions,
including interest and penalties that, if recognized, would affect the effective income tax rate.

The Company classifies interest and penalties on uncertain tax positions as a component of provision for income taxes in the
consolidated statements of operations. Accrued interest and penalties related to uncertain tax positions as of December 31, 2022 and
2021, amounted to $2.3 million and $2.4 million respectively, and are included in income tax contingency in the accompanying
consolidated balance sheets.

Deferred income taxes consist of the following (in thousands):

As of December 31,

2022 2021
Deferred income tax assets:
Stock options $ 2,008 $ 6,773
Inventory reserves 27 25
Depreciation and amortization 2,501 1,773
Other reserves and accruals 125 587
Gift certificates 229 213
Net operating losses 1,151 3,408
Lease liability 3,736 -
Total deferred income tax assets 9,777 12,779
Less valuation allowance (5,034) (11,809)
Deferred income tax asset, net $ 4,743 $ 970
Deferred income tax liabilities:
Right of use assets (3,630) -
Other (886) (900)
Total deferred income tax liability $ (4,516) $ (11,809)
Net deferred income tax asset $ 227 $ 70

The valuation allowance decreased by less than $6.8 million in 2022 and increased by less than $0.3 million in 2021, primarily
stemming from the assessment of realizability of the deferred tax asset.

Following is the activity of the valuation allowance (in thousands):

2022 2021
Beginning balance $ 11,809 $ 11,543
Additions - 266
Deductions (6,775) -
Ending balance $ 5,034 § 11,809

As of December 31, 2022, we had $6.4 million of foreign tax operating loss carryforwards expiring as follows (in millions):
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Expires

2023 $ 04
2024 04
2025 1.3
2026 0.3
2027 0.1
2028 0.2
2029 0.3
2030 0.6
2031 0.3
2032 0.2
Indefinite 2.3
Total $ 6.4

The Company is subject to routine audits by U.S. federal, state, local and foreign tax authorities. These audits include questioning the
timing and the amount of deductions and the allocation of income among various tax jurisdictions. The tax years 2017-2021 remain
subject to examination by taxing authorities throughout the world in major jurisdictions, such as the U.S. and Italy.

13. Commitment and Contingencies
Cruise Line Agreements

A large portion of the Company’s revenues are generated on cruise ships. The Company has entered into agreements of varying terms
with the cruise lines under which services and products are paid for by cruise passengers. These agreements provide for the Company
to pay the cruise line commissions for use of their shipboard facilities, as well as fees for staff shipboard meals and accommodations.
These commissions are based on a percentage of revenue, a minimum annual amount, or a combination of both. Some of the minimum
commissions are calculated as a flat dollar amount while others are based upon minimum passenger per diems for passengers actually
embarked on each cruise of the respective vessel. Staff shipboard meals and accommodations are charged by the cruise lines on a per
staff per day basis. The Company recognizes all expenses related to cruise line commissions, minimum guarantees, and staff
shipboard meals and accommodations, generally, as they are incurred and includes such expenses in cost of revenues and operating
expenses in the accompanying consolidated statements of operations. For cruises in process at period end, an accrual is made to record
such expenses in a manner that approximates a pro-rata basis. In addition, staff-related expenses such as shipboard employee
commissions are recognized in the same manner.

Pursuant to agreements that provide for minimum commissions, the Company guaranteed total minimum payments to cruise line
(excluding payments based on minimum amounts per passenger per day of a cruise applicable to certain ships served by us).
Following are the minimum payments guarantee amounts to be paid in the year indicated based on the agreements in effect as of
December 31, 2022 (in thousands):

Year Amount
2023 $ 104,307

The total minimum payment guarantee amounts referenced in the above calculation does not take into account canceled cruise
voyages. Such canceled voyages would not be subject to guaranteed minimum payments to the cruise line.

Revenues from passengers of each of the following cruise line companies accounted for more than ten percent of the Company’s total
revenues in 2022, 2021 and 2020, respectively: Carnival (including Carnival, Carnival Australia, Costa, Holland America, P&O,
Princess and Seabourn cruise lines): 41.0%, 36.7% and 43.4%; Royal Caribbean (including Royal Caribbean, Pullmantur, Celebrity,
Azamara and Silversea cruise lines): 28.0%, 22.8% and 20.9%; and Norwegian Cruise Line (including Norwegian Cruise Line,
Oceania Cruises and Regent Seven Seas Cruises) 15.6%, 11.4% and 16.3%.

Litigation

We are routinely involved in legal proceedings, disputes, regulatory matters, and various claims and lawsuits that have been filed or
are pending against us, including as noted below, arising in the ordinary course of our business. Most of these claims and lawsuits are
covered by insurance and, accordingly, the maximum amount of our liability is typically limited to our deductible amount.
Nonetheless, the ultimate outcome of those claims and lawsuits that are not covered by insurance cannot be determined at this time.
We have evaluated our overall exposure with respect to all of our legal proceedings, threatened and pending litigation and, to the
extent required, we have accrued amounts for all estimable probable losses associated with our deemed exposure. We are currently
unable to estimate any other potential contingent losses beyond those accrued, as discovery is not complete and adequate information

is not available to estimate such range of loss or potential recovery. However, based on our current knowledge, we do not believe that
the aggregate amount or range of reasonably possible losses with respect to these matters will be material to our consolidated results
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of operations, financial condition or cash flows. We intend to vigorously defend our legal position on all claims and, to the extent
necessary, seek recovery.

In February 2020, the Company received a formal assessment of $1.9 million by a foreign tax authority over how the value added tax
(“VAT”) law was applied on the change in the ultimate beneficial ownership of one of our subsidiaries as result of the business
combination in March 2019. The Company is disputing the assessment and recorded an accrual of $1.2 million for this matter during
the year ended December 31, 2020 and is included in “Accrued expenses” on the Company's consolidated balance sheets as of
December 31, 2022 and 2021. The Company believes the ultimate outcome of this matter will not have a material adverse impact on
the consolidated financial statements.
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14. Changes in Accumulated Other Comprehensive Income (Loss) by Component

The following table presents the changes in accumulated other comprehensive income (loss) by component (in thousands):

Accumulated Other Comprehensive Income (Loss) for Accumulated Other Comprehensive Income (Loss) for Accumulated Other Comprehensive Income (Loss)
the year ended December 31, 2022 the year ended December 31, 2021 for the year ended December 31, 2020
Changes Changes Changes
Related to Accumulated Related to Accumulated Foreign Related to Accumulated
Foreign Currency Cash Flow Other Foreign Currency Cash Flow Other Currency Cash Flow Other
Translation Derivative Comprehensive Translation Derivative Comprehensive Translation Derivative Comprehensive
Adjustments Hedge Income (Loss) Adjustments Hedge Income (Loss) Adjustments Hedge Loss
Accumulated other -
comprehensive income (loss),
beginning of the period $ (673) $ (1,324)  § (1,997) § (560) $ (4915) § (5475) §$ (183) § 902 § 719
Other comprehensive (loss)
income before reclassifications (556) 6,536 5,980 (113) 1,684 1,571 (377) (7,215) (7,592)
Amounts reclassified from
accumulated other
comprehensive income (loss) - (186) (186) - 1,907 1,907 - 1,398 1,398
Net current period other
comprehensive (loss) income (556) 6,350 5,794 ai3) 3,591 3.478 377 (5.817) (6,194)
Ending balance $ (1,229) § 5.026 § 3797 8 673) § (1.324) § (1,997) § (560) $ (4915) § (5.475)

(1)  See Note 15.

15. Fair Value Measurements and Derivatives
Fair Value Measurements

Cash and cash equivalents at December 31, 2022 and December 31, 2021 are comprised of cash and are categorized as Level 1
instruments. The Company maintains cash with various high-quality financial institutions. Restricted cash at December 31, 2022 and
December 31, 2021 is comprised of amounts held in escrow accounts, as a result of a legal proceeding related to a tax assessment and
is categorized as a Level 1 instrument. The fair value of outstanding long-term debt as of December 31, 2022, and 2021 is estimated
using a discounted cash flow analysis based on current market interest rates for debt issuances with similar remaining years-to-
maturity and adjusted for credit risk, which represents a Level 3 measurement in the fair value hierarchy.

The carrying amounts and estimated fair values of the Company's cash, restricted cash and long-term debt were as follows (in
thousands):

As of December 31, 2022 As of December 31, 2021
Estimated Carrying Estimated Fair
Carrying Value Fair Value Value Value
Cash $ 32,064 $ 32,064 $ 30,937 § 30,937
Restricted cash 1,198 1,198 1,896 1,896
Total Cash $ 33,262 § 33,262 § 32,833 § 32,833
First lien term loan facility $ 200,681 $ 192,770 $ 202,457 $ 198,580
Second lien term loan facility 15,000 14,500 25,000 23,570
First lien revolving facility - - 7,000 6,890
Total debt $ 215,681 $ 207,270 _$ 234,457 $ 229,040
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Assets and liabilities that are recorded at fair value have been categorized based upon the fair value hierarchy. The following table
presents information about the Company’s financial instruments recorded at fair value on a recurring basis (in thousands):

Fair Value Measurements at December 31, 2022 Fair Value Measurements at December 31, 2021

Balance Sheet

Description Location Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Assets:
Other current
Derivative financial instruments () assets $ 3,117  $ - $ 3117 $ -3 -3 -3 - 8 -
Other non-current
Derivative financial instruments () assets 1,909 - 1,909 - - - - -
Total Assets $ 5026 $ - $ 5026 § - $ - 8 -8 -3 -

Liabilities:
Other current

Derivative financial instruments () liabilities $ - - 3 - - $ 1,126 - $ 1,126 -

Warrant liabilities Warrant liabilities 52,900 - 52,900 - 107,300 - 107,300 -
Other long term

Derivative financial instruments ) liabilities - - - - 197 - 197 -

Total Liabilities $ 52,900 $ - $ 52900 $ - $ 108,623 § - $108,623 § -

(1)  Consists of an interest rate swap.

Warrants
Public and 2020 PIPE Warrants

The fair value of the Public and PIPE Warrants are considered a Level 2 valuation and is determined using the Monte Carlo model.
The significant assumptions which the Company used in the model are:

December 31, 2022 December 31, 2021
Public Warrants 2020 PIPE Warrants Public Warrants 2020 PIPE Warrants
Stock price $ 933 $ 933 3§ 10.02 $ 10.02
Strike price $ 11.50 $ 575 8§ 11.50 § 5.75
Remaining life (in years) 1.22 2.45 2.22 345
Volatility 44% 44% 68% 68%
Interest rate 4.61% 4.28% 0.78% 1.03%
Redemption price $ 18.00 § 1450 § 18.00 § 14.50

Sponsor Warrants

The fair value of the Sponsor Warrants is considered a Level 2 valuation and is determined using the Black-Scholes model. The
significant assumptions which the Company used in the model are:

December 31, 2022 December 31, 2021

Stock price $ 9.33 $ 10.02
Strike price $ 11.50 $ 11.50
Remaining life (in years) 1.22 2.22
Volatility 44% 68%
Interest rate 4.61% 0.80%
Dividend yield 0.0% 0.0%
Derivatives

Market risk associated with the Company’s long-term floating rate debt is the potential increase in interest expense from an increase in
interest rates. The Company’s objectives in using interest rate derivatives are to add stability to interest expense and to manage its
exposure to interest rate movements. These instruments are recorded on the balance sheet at their fair value and are designated as
hedges. The financial impact of these hedging instruments is primarily offset by corresponding changes in the underlying exposures
being hedged.

The Company assesses whether derivatives used in hedging transactions are “highly effective” in offsetting changes in the cash flow
of its hedged forecasted transactions. The Company uses regression analysis for this hedge relationship and high effectiveness is
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achieved when a statistically valid relationship reflects a high degree of offset and correlation between the fair values of the derivative
and the hedged forecasted transaction. Cash flows from the derivatives are classified in the same category as the cash flows from the
underlying hedged transaction. These agreements involve the receipt of variable-rate amounts in exchange for fixed-rate interest
payments over the life of the respective agreement without an exchange of the underlying notional amount. The Company classifies
derivative instrument cash flows from hedges of benchmark interest rate as operating activities due to the nature of the hedged item.
Gains and losses on derivatives that are designated as cash flow hedges are recorded as a component of Accumulated other
comprehensive income (loss) until the underlying hedged transactions are recognized in earnings. If it is determined that the hedged
forecasted transaction is no longer probable of occurring, then the amount recognized in accumulated other comprehensive income
(loss) is released to earnings.

The Company monitors concentrations of credit risk associated with financial and other institutions with which the Company conducts
significant business. Credit risk, including, but not limited to, counterparty nonperformance under derivatives, is not considered
significant, as the Company primarily conducts business with large, well-established financial institutions with which the Company
has established relationships, and which have credit risks acceptable to the Company. The Company does not anticipate non-
performance by its counterparty. The amount of the Company’s credit risk exposure is equal to the fair value of the derivative when
any of the derivatives are in a net gain position.

In September 2019, the Company entered into a floating-to-fixed interest rate swap agreement to make a series of payments based on a
fixed interest rate of 1.457% and receive a series of payments based on the greater of 1 Month USD LIBOR or Strike which is used to
hedge the Company’s exposure to changes in cash flows associated with its variable rate Term Loan Facilities and has designated this
derivative as a cash flow hedge. Both the fixed and floating payment streams are based on a notional amount of $174.7 million at the
inception of the contract.

The interest rate swap agreement has a maturity date of September 19, 2024. As of December 31, 2022 and 2021, the notional amount
is $101.0 million and $127.7 million, respectively. There was no ineffectiveness related to the interest rate swaps. The gain or loss on
the derivative is recorded as a component of accumulated other comprehensive income (loss) and subsequently reclassified into
interest expense in the same period(s) during which the hedged transaction affects earnings. The Company expects to reclassify $3.2
million of income from accumulated other comprehensive income (loss) into interest expense within the next twelve months.

The fair value of the interest rate swap contract is measured on a recurring basis by netting the discounted future fixed cash payments
and the discounted expected variable cash receipts. The variable cash receipts are based on the expectation of future interest rates
(forward curves) derived from observable market interest rate curves. The interest rate swap contract was categorized as Level 2 in the
fair value hierarchy. The Company is not required to post cash collateral related to this derivative instrument.

The effect of the interest rate swap contract designated as cash flows hedging instrument on the consolidated financial statements was
as follows (in thousands):

Location of Gain
Reclassified from
Amount of Gain (Loss) Recognized  Accumulated Other = Amount of (Loss) Gain Reclassified

in Accumulated Other Comprehensive from Accumulated Other
Comprehensive Income (Loss) on (Loss) Income into Comprehensive Income (Loss) into
Derivative Derivative Income Income
Year Ended December 31, Year Ended December 31,
2022 2021 2020 2022 2021 2020
Interest rate swap $ 6,536 § 1,684 $  (7,215) Interest expense $ (186) $ 1,907 $ 1,398
Total $§ 6,536 3 1,684 §  (7,215) $ (186) $ 1,907 § 1,398

Nonfinancial Instruments that are Measured at Fair Value on a Nonrecurring Basis

Nonrecurring Fair Value Measurements

Valuation of Goodwill and Trade Name

We recognized goodwill impairment charges of $190 million for the two segment reporting units and an impairment charge of $0.7

million for the trade name during the year ended December 31, 2020. See “Note 4” — “Goodwill and Other Intangible Assets”. The
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determination of our reporting units' goodwill and trade name fair values includes numerous assumptions that are subject to various
risks and uncertainties.

We applied the income approach to estimate the fair value of the reporting units. The income approach estimates the fair value by
discounting each reporting unit’s estimated future cash flows using the company estimate of the discount rate, or expected return, that
a market participant would have required as of the valuation date. Significant assumptions in the income approach, all of which are
considered Level 3 inputs, include the estimated future net annual cash flows for each reporting unit and the discount rate. The
discount rates utilized to value the Maritime and Destination Resorts reporting units were approximately 14% and 12.5%, respectively,
which were determined depending on the risk and uncertainty inherent in the respective reporting unit.

The trade name was valued through application of the relief from royalty method and the significant assumptions used in the valuation
are considered Level 3 inputs. Under this method, a royalty rate is applied to the revenues associated with the trade name to capture
value associated with use of the name as if licensed. The resulting royalty savings are then discounted to present fair value at rates
reflective of the risk and return expectations of the interests to derive its fair value as of the impairment testing date.

16. Transactions with Related Parties

The Company and SMS have entered into an Operational Services Agreement effective January 1, 2020, pursuant to which the
Company would provide SMS with certain services including with respect to accounting, human resources, information technology,
and office related support. This agreement was terminated effective on December 31, 2020 and provides that SMS will pay the
Company for its services.

OSW Predecessor entered into an Executive Services Agreement, concurrent with the closing of the Business Combination, with
Nemo Investor Aggregator, Limited (“Nemo”), the parent company of Steiner Leisure, which became effective at the time of the
closing. The agreement provides that after the closing of the Business Combination, Leonard Fluxman and Stephen Lazarus are to be
made available to provide certain transition services to Nemo until December 31, 2020, in exchange for $850,000. Effective March 31,
2020, the Company and Nemo terminated the Executive Services Agreement. The Company has determined it to be in its best
interests to have Mr. Fluxman and Mr. Lazarus be unrestricted in any respect regarding their availability to manage the Company’s
business, particularly during the current unprecedented conditions caused by the global COVID-19 pandemic.

On August 3, 2018, OSW entered into a lease of office space in Coral Gables, Florida (the “Coral Gables Lease”) with an initial lease
term of twelve years and options to renew for two periods of five years each. Additionally, on August 3, 2018, OSW entered into a
sublease of the Coral Gables Lease with SMS, with an initial term of five years and an annual rent amount of approximately $480,000.
Effective August 12, 2020, the Company and SMS have terminated the sublease of the Coral Gables Lease (the “Sublease™).

The total fee for all the aforementioned agreements received by the Company in 2022, 2021 and 2020 was not material.

17. Profit Sharing Plans

Eligible employees participate in the Company’s profit sharing retirement plan and a profit sharing plan of the Parent, which are
qualified under Section 401(k) of the Internal Revenue Code. With respect to the Parent’s profit sharing retirement plan, the
Company’s Parent makes discretionary annual matching contributions in cash based on a percentage of eligible employee
compensation deferrals. The contribution to the plans, included in salary, benefits and payroll taxes in the consolidated statements of
operations for the years ended December 31, 2022, 2021 and 2020 was $0.4 million, $0.3 million and $0.3 million, respectively.

18. Segment and Geographic Information

The Company operates facilities, provides health and wellness services, and sells beauty products onboard cruise ships and at
destination resort health and wellness centers. The Company’s Maritime and Destination Resorts operating segments are aggregated
into a single reportable segment based upon similar economic characteristics, products, services, customers and delivery methods.
Additionally, the Company’s operating segments represent components of the Company for which separate financial information is
available that is utilized on a regular basis by the chief executive officer, who is the Company’s chief operating decision maker
(CODM), in determining how to allocate the Company’s resources and evaluate performance.
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The basis for determining the geographic information below is based on the countries in which the Company operates. The Company
is not able to identify the country of origin for the customers to which revenues from cruise ship operations relate. Geographic
information is as follows (in thousands):

Year ended,

2022 2021 2020

Revenues:

U.S. $ 19,903 $ 18,827 $ 11,585

Not connected to a

country 506,405 111,346 102,420

Other 19,951 13,858 6,920
Total $ 546,259 $ 144,031 $ 120,925

As of December 31,
2022 2021

Property and equipment, net:

U.S. $ 5363 $ 5,951

Not connected to a country 7,426 6,298

Other 1,728 1,858
Total $ 14,517 $ 14,107

19. Subsequent Events

On February 7, 2023, we repaid an aggregate principal amount of $5.0 million on our second lien term facility. Accordingly, as of the
date of this annual report, an aggregate principal amount of $10.0 million of our second lien term facility remains outstanding.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO RULE 13a-14(a)/ RULE
15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

I, Leonard Fluxman, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of OneSpaWorld Holdings Limited;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared,;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

March 3, 2023

/s/ Leonard Fluxman

Leonard Fluxman

Executive Chairman, President, Chief Executive
Officer and Director




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO RULE 13a-14(a)/ RULE
15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

I, Stephen B. Lazarus, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of OneSpaWorld Holdings Limited;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared,;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

March 3, 2023

/s/ Stephen B. Lazarus
Stephen B. Lazarus
Chief Operating Officer and Chief Financial Officer




Exhibit 32.1
SECTION 1350 CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350), the undersigned officer of OneSpaWorld
Holdings Limited certifies that (1) this Annual Report of OneSpaWorld Holdings Limited (the “Company”’) on Form 10-K for the
period ended December 31, 2022, as filed with the Securities and Exchange Commission on the date hereof (this “Report”), fully
complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and (2) the
information contained in this Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ Leonard Fluxman
Leonard Fluxman
President and Chief Executive Officer

March 3, 2023



Exhibit 32.2
SECTION 1350 CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350), the undersigned officer of OneSpaWorld
Holdings Limited certifies that (1) this Annual Report of OneSpaWorld Holdings Limited (the “Company”’) on Form 10-K for the
period ended December 31, 2022, as filed with the Securities and Exchange Commission on the date hereof (this “Report”), fully
complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and (2) the
information contained in this Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ Stephen B. Lazarus
Stephen B. Lazarus
Chief Financial Officer and Chief Operating Officer

March 3, 2023
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