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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q

™ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

For the quarterly period ended March 31, 2009

or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.
For the Transition period from to

Commission File Number 000-52013

TOWN SPORTS INTERNATIONAL HOLDINGS, INC.

(Exact name of Registrant as specified in its arart

Delaware 20-0640002
(State or other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization Identification Number

5 Penn Plaza (4th Floor)
New York, New York 10001
Telephone: (212) 246-6700
(Address, zip code, and telephone number, including
area code, of registrant’s principal executive of)

Indicate by check mark whether the registtaptas filed all reports required to be filed bycon 13 and 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter periods that the registrazas wequired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ydgl No O

Indicate by check mark whether the registhast submitted electronically and posted on its@@te Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T during the prawgd2 months (or for such shorter
period that the registrant was required to submit @ost such files). Ye&] No O

Indicate by check mark whether the registimiatlarge accelerated filer, an accelerated fderpn-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fileEl Accelerated filerd Non-accelerated fileEd Smaller reporting compani
(Do not check if a smaller reporting company)

Indicate by check mark whether the Registimatshell company (as defined in Rule 12b-2 offkehange Act). Yedd No M
As of April 24, 2009, there were 22,569,018rsls of Common Stock of the registrant outstanding.
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
March 31, 2009 and December 31, 2008
(In $°000s, except share data)
(Unaudited)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable (less allowance for doubtfoamnts of $2,715 and $3,001 as of March 31, 2009
and December 31, 2008, respective
Inventory
Prepaid income taxce
Prepaid expenses and other current a:
Total current asse
Fixed assets, ni
Goodwill
Intangible assets, n
Deferred tax asset, n
Deferred membership cos
Other asset
Total asset

LIABILITIES AND STOCKHOLDERS' (DEFICIT) EQUITY
Current liabilities:
Current portion of lon-term debt
Accounts payabl
Accrued expense
Accrued interes
Deferred revenu
Total current liabilities
Long-term debt
Deferred lease liabilitie
Deferred revenu
Other liabilities
Total liabilities
Commitments and contingencies (Note
Stockholder' (deficit) equity:
Common stock, $.001 par value; issued and outsigrzi2,569,018 and 24,627,779 shares at March
2009 and December 31, 2008, respecti
Paic-in capital
Accumulated other comprehensive income (curreranystation adjustmen
Retained earning
Total stockholder (deficit) equity

Total liabilities and stockholde’ (deficit) equity

See notes to the condensed consolidated finanatahsents.

3

March 31, December 31
2009 2008
$ 7,611 $ 10,39¢
5,441 4,50¢
32C 14:2
7,57(C 8,11¢
11,75 14,15¢
32,701 37,32(
371,58 373,12(
32,55( 32,61(
184 281
43,26¢ 42,26¢
12,50¢ 14,46:
10,18t 11,57¢
$502,97- $ 511,63¢
$ 19,85( $ 20,85(
5,781 7,267
30,82¢ 35,56¢
2,89¢ 523
41,96( 40,32¢
101,31¢ 104,53:
317,90( 317,16(
70,091 69,71¢
3,41C 4,55¢
14,10¢ 14,90:
506,82: 510,86¢
23 25
(23,919 (18,980
75C 1,07(
19,29¢ 18,657
(3,849 772
$502,97- $ 511,63¢
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the three months ended March 31, 2009 and 2008
(In $°000s except share and per share data)
(Unaudited)

TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

Revenues:
Club operation:
Fees and othe

Operating Expenses:;
Payroll and relate
Club operating
General and administrati\
Depreciation and amortizatic
Impairment of fixed asse

Operating incom:

Interest expens

Interest incom

Equity in the earnings of investees and rentalime

Income before provision for corporate income te
Provision for corporate income tax

Net income

Earnings per shar
Basic
Diluted
Weighted average number of shares used in caleglatirnings per shat
Basic
Diluted

Statements of Comprehensive Incom
Net income
Foreign currency translation adjustme

Comprehensive incorr

See notes to the condensed consolidated finanatahsents.

4

Three Months Ended March 31,

2009 2008
$ 125,46¢ $ 124,90°
1,241 1,41%
126,70 126,32
50,74’ 48,40
46,61 42,88(
8,347 8,30¢
14,29¢ 12,64¢
1,131 —
121,13 112,23¢
5,57¢ 14,08:
5,271 6,51¢
@) (140
(611) (447)
917 8,15¢
274 3,34¢
$ 63¢ $ 4,811
$ 0.0¢ $ 0.1€
$ 0.0z $ 0.1¢
23,207,41 26,305,82
23,245,84 26,386,55.
$ 63¢ $ 4811
(320) 702
$ 3¢ $ 55
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three months ended March 31, 2009 and 2008

(In $'000s)
(Unaudited)
Three Months
Ended March 31,
2009 2008
Cash flows from operating activities:
Net income $ 63¢ $ 4,811
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 14,29¢ 12,64¢
Impairment of fixed asse 1,131 —
Non-cash interest expense on Senior Discount N 1,20: 3,361
Amortization of debt issuance co: 20C 19¢
Noncash rental expense, net of noncash rental ie (24%) 347
Compensation expense incurred in connection witbksbptions and common stock gra 41F 221
Net changes in certain operating assets and liaki 2,04z 15,75
Increase in deferred tax as (2,000 (2,800
Landlord contributions to tenant improveme 1,95¢ 1,80¢
Change in reserve for s-insured liability claims 1,512 542
Decrease (increase) in deferred membership 46¢ (40
Other (41 (60)
Total adjustment 21,94( 32,97
Net cash provided by operating activit 22,57¢ 37,78¢
Cash flows from investing activities:
Capital expenditure (18,460 (22,529
Net cash used in investing activit| (18,460 (22,529
Cash flows from financing activities:
Proceeds from borrowings on Revolving Loan Fac 41,00( —
Repayment of borrowings on Revolving Loan Faci (42,000 (9,000
Repayment of long term borrowin (463) (510
Change in book overdre 174 (583)
Repurchase of common sta (5,355 —
Proceeds from exercise of stock opti — 824
Tax benefit from stock option exercis — 10z
Net cash (used in) provided by financing activi (6,649 (9,167%)
Effect of exchange rate changes on ¢ (269) 544
Net (decrease) increase in cash and cash equis (2,789 6,637
Cash and cash equivalents at beginning of p¢ 10,39¢ 5,46:
Cash and cash equivalents at end of pe $ 7,611 $12,10(
Summary of change in certain operating assets andbilities:
Increase in accounts receiva $ (959 $ (1,10¢6)
(Increase) decrease in inventt a7 71
Decrease in prepaid expenses and other curreris 1,14¢ 5,751
(Decrease) increase in accounts payable, accrysghegs and accrued inter (1,550 2,84¢
Increase in accrued interest on Senior Discouné$ 2,53¢ —
Change in corporate income ta: 54€ 3,331
Increase in deferred reven 497 4,851
Net changes in certain operating assets and liaki $ 2,042 $ 15,75!
Supplemental disclosures of cash flow informat
Cash payments for intere $ 1,72t $ 3,30¢
Cash payments for income tay $ 69C $ 1,722

See notes to the condensed consolidated finartataehsents.
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(In $°000s except share and per share data)
(Unaudited)

1. Basis of Presentation

As of March 31, 2009, Town Sports Internatiddaldings, Inc. (the “Company” or “TSI Holdings™hrough its wholly-owned subsidiary,
Town Sports International, LLC (“TSI LLC"), operatd 67 fithess clubs (“clubs”) comprised of 112 dub the New York metropolitan
market under the “New York Sports Clubs” brand nagteclubs in the Boston market under the “Bostparg Clubs” brand name, 19 clubs
(two of which are partly-owned) in the WashingténC. market under the “Washington Sports Clubs’hdraame, seven clubs in the
Philadelphia market under the “Philadelphia SpGit$s” brand name, and three clubs in Switzerldig Company operates in a single
segment.

The condensed consolidated financial statesriantuded herein have been prepared by the Compansyant to the rules and regulations
of the Securities and Exchange Commission (the “pEI®e condensed consolidated financial statemsimtsild be read in conjunction with
the Company’s December 31, 2008 consolidated fiahatatements and notes thereto, included in hagany’s Annual Report on Form 10-
K, as filed on March 5, 2009 with the SEC. The yead condensed balance sheet data was derived frdited financial statements, but d«
not include all disclosures required by accoungrigciples generally accepted in the United StafeSmerica (“GAAP”). Certain
information and footnote disclosures that are ndigniacluded in financial statements prepared in@adance with GAAP have been
condensed or omitted pursuant to SEC rules andatigus. The information reflects all adjustmentsieh, in the opinion of management,
necessary for a fair presentation of the finanpdsition and results of operations for the intep@niods set forth herein. The results for the
three months ended March 31, 2009 are not neclysisalicative of the results for the entire yeadeny December 31, 2009.

Certain reclassifications were made to thentepl amounts for the three months ended Marc@18 to conform to the presentation for
the three months ended March 31, 2009.

2. Recent Accounting Changes

In September 2006, the Financial Accountiran8ards Board (the “FASB”) issued Statement of fére Accounting Standards (“SFAB”
No. 157,Fair Value Measuremen{8SFAS 157"), which defines fair value, establislegamework for measuring fair value in accordance
with GAAP, and expands disclosures about fair vahgasurements. SFAS 157 was effective January0B 20 the Company. On
February 12, 2008 the FASB issued FASB Positioni& 157-2, “Effective Date of FASB Statement N671 (“FSP 157-2")delaying the
effective date by one year for non-financial assets non-financial liabilities, except for itemstfare recognized or disclosed at fair value in
the financial statements on a recurring basis.Jtxpany has applied the provisions of FSP 157-Ztatid not have a material impact on its
Consolidated Financial Statements as of March 8292

In December 2007, the FASB issued SFAS No.(R&lised 2007)Business Combinatiof$SFAS 141(R)"). SFAS 141(R) establishes
principles and requirements for how an acquirex business combination recognizes and measurtsfinancial statements the identifiable
assets acquired, liabilities assumed and any naradling interests in the acquiree, as well asgbedwill acquired. Significant changes from
current practice resulting from SFAS 141(R) inclalde expansion of the definitions of a “businessd a “business combination.” For all
business combinations (whether partial, full opsiequisitions), the acquirer will record 100% bfagsets and liabilities of the acquired
business, including goodwill, generally at their faalues; contingent consideration will be recagui at its fair value on the acquisition date
and, for certain arrangements, changes in fairevalill be recognized in earnings until settlememtgl acquisition-related transaction and
restructuring costs will be expensed rather theatéd as part of the cost of the acquisition. SEABR) also establishes disclosure
requirements to enable users to evaluate the natatéinancial effects of the business combinat®FAS 141(R) applies prospectively to
business combinations for which the acquisitioredsibn or after the beginning of the first anmeglorting period beginning on or after
December 15, 2008. Earlier adoption is not perhitidhe adoption of FAS 141(R) did not have an impacour Consolidated Financial
Statements as of March 31, 2009. A significant iotpaay, however, result from any future businespiesitions.

6
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In December 2007, the SEC issued Staff AcdngrBulletin No. 110 (“SAB 110")Share-Based Paymen8SAB 110 expresses the views
of the staff regarding the use of a simplified neethas discussed in Staff Accounting Bulletin N@7 T*SAB 107”),in developing an estime
of the expected term of plain-vanilla share optimnaccordance with SFAS No. 123R, “Share-Basedrieay.” In SAB 107, the staff
indicated that it believed that more detailed endémformation about employee exercise behavianldicover time, become readily available
to companies. Therefore, the staff stated thabitld/not expect a company to use the simplifiedhoefor share option grants after
December 31, 2007. In SAB 110, the staff statesithmderstands that such detailed information matyhave been widely available by
December 31, 2007. Accordingly, the staff will done to accept, under certain circumstances, tamfithe simplified method beyond
December 31, 2007. As allowed under SAB 110, weamihtinue to use the simplified method in estimatihe expected term of our stock
options until such a time as more relevant detailé@mation becomes available.

3. Long-Term Debt

March 31, December 31
2009 2008

($'000s) ($000s)
Term Loan Facility $181,30( $ 181,76
Revolving Loan Facility borrowing 18,00( 19,00(
11% Senior Discount Notes (Payn-in-Kind Notes) 138,45( 137,24

337,75l 338,01(
Less current portion to be paid within one y 19,85( 20,85(
Long-term portion $317,90( $ 317,16(

On February 27, 2007, TSI Holdings and TSI Lér@ered into a $260,000 senior secured crediitfafthe “2007 Senior Credit Facility”).
The 2007 Senior Credit Facility consists of a $088,term loan facility (the “Term Loan Facilitygnd a $75,000 revolving credit facility (1
“Revolving Loan Facility”).

Borrowings under the Term Loan Facility, al T&C’s option, bear interest at either the adntirsive agent’s base rate plus 0.75% or its
Eurodollar rate plus 1.75%, each as defined irR8@ Senior Credit Facility. As of March 31, 20@% Company had elected the Eurodollar
rate option, equal to 2.4% as of March 31, 200&r#&st calculated under the base rate option woaNe equaled 4.0% as of March 31, 2009,
if the Company had elected this option.

The Revolving Loan Facility contains a maximtotal leverage covenant ratio, as defined in @72Senior Credit Facility, of 4.25:1.00,
which covenant is subject to compliance, on a clichsted basis, only during the period in which loavings and letters of credit are
outstanding thereunder. As of March 31, 2009, tbm@anys leverage ratio was 2.54:1.00. As of March 31,928 Company had $8,00C
borrowings outstanding at the base interest ratieropate of approximately 4.5% and $10,000 outitamunder the Eurodollar interest rate
option of 2.9%. There were outstanding lettersrefiit issued of $14,505. The unutilized portiorilef Revolving Loan Facility as of
March 31, 2009 was $42,495.

4. Earnings Per Share

Basic earnings per share is computed by digidiet income applicable to common shareholdetbhdyveighted average numbers of sh
of the Company’s common stock, par value $0.001share (“Common Stock”) outstanding during the geérDiluted earnings per share is
computed similarly to basic earnings per shareggixthat the denominator is increased to accourthbassumed exercise of dilutive stock
options and restricted stock using the treasurgkstoethod.

For the three months ended March 31, 2002808, we did not include stock options to purchia8d1,955 and 758,650 shares,
respectively, of the Company’s Common Stock indalkeulations of diluted earnings per share becthesexercise prices of those options
were greater than the average market price ovaespective periods and their inclusion would haeen anti-dilutive.

The following table summarizes the weightedrage number of shares of Common Stock for basidédnted earnings per share
computations.
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Three Months Ended

March 31,
2009 2008
Weighted average number of shares of Common Steistamding— basic 23,207,41 26,305,82
Effect of diluted stock options and restricted Coomnstock 38,42¢ 80,72¢
Weighted average number of shares of Common Stoistamdinc— diluted 23,245,84 26,386,55

5. Common Stock and Stock-Based Compensation

The Company’s 2006 Stock Incentive Plan, asrated and restated (the “2006 Plan”), authorize€Cibmpany to issue up to 2,500,000
shares of Common Stock to employees, non-employeetars and consultants pursuant to awards oksiptions, stock appreciation rights,
restricted stock, in payment of performance sharegher stock-based awards. Under the 2006 Plack sptions must be granted at a price
not less than the fair market value of the stockhendate the option is granted, generally aresnbject to re-pricing, and will not be
exercisable more than ten years after the dateaoit.gOptions granted under the 2006 Plan genegalyify as “non-qualified stock options”
under the U.S. Internal Revenue Code of 1986, andad. The 2006 Plan was approved by stockholdéne 2008 Annual Meeting of
Stockholders on May 15, 2008. Certain options g@uwinder the Company’s 2004 Common Stock Option,Rlssamended, (the “2004
Plan™), generally qualify as “incentive stock opts3 under the U.S. Internal Revenue Code; the éseemrice of a stock option granted under
this plan may not be less than the fair marketeyafuCommon Stock on the option grant date.

At March 31, 2009, the Company had 350,34013661,815 shares of restricted stock and stodkmgpbutstanding under its 2004 Plan
and the 2006 Plan, respectively.

Option Grants

Options granted during the three months efdiath 31, 2009 to employees of the Company and reesrdf the Company’s Board of
Directors were as follows:

Black-Schole: Risk Free Expected Termr
Date Number of Options  Exercise Price Valuation Volatility  Dividend Yield Interest Rate (Years)
January 2, 200¢ 7,00 $ 321 $ 1.94 69.2% 0.0% 1,81% 5.5C
January 20, 200 12,75( $ 251 % 1.6z 71.% 0.0% 1.71% 6.2t

Total 19,75(

The total compensation expense, classifiediwayroll and related on the condensed statenoéioigerations, related to options
outstanding under the 2006 Plan and the 2004 PésB885 and $221 for the three months ended MdrcA(®9 and March 31, 2008,
respectively.

As of March 31, 2009, a total of $2,993 ineswgnized compensation cost related to stock opimaxpected to be recognized, depending
upon the likelihood that accelerated vesting targe¢ met in future periods, over a weighted-awepgiod of 3.3 years.

Restricted Stock Grants

On December 4, 2008, the Company issued &bafes of restricted Common Stock to employeesfdihgalue per share was $2.44, the
closing stock price on the date of grant. Theseeshwill vest 25% per year over four years commamoin the first anniversary date of the
grant. The Company recognized compensation expgrE3 for the three months ended March 31, 20@8e@ to restricted stock grants. As
of March 31, 2009, a total of $197 in unrecognizethpensation expense related to the restricte#t gt@ats is expected to be recognized
through December 4, 2012.
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Stock Repurchase Plan

On April 29, 2008, the Board of Directors apgrd a plan to repurchase up to an aggregate gd®2%f Common Stock. The repurchase
program is expected to continue through DecembgP@19. The stock repurchase program may be mddiéietended or terminated by the
Board of Directors at any time. The Company repaseld 2,085,613 shares at a total cost of $5,38&ithree months ended March 31, 2!

6. Fixed Asset Impairment and Club Closures

SFAS 157 defines fair value, establishesaméwork in generally accepted accounting princifdesneasuring fair value and expands
disclosures about fair value measurements. Theatdrestablishes a hierarchy of inputs employeatkétermine fair value measurements, \
three levels. Level 1 inputs are quoted pricesctiva markets for identical assets and liabilite® considered to be the most reliable evid
of fair value, and should be used whenever availdidvel 2 inputs are observable prices that atgmoted on active exchanges. Level 3
inputs are unobservable inputs employed for meagtlie fair value of assets or liabilities.

Fixed assets are evaluated for impairmenbgarally when events or changes in circumstancgisédte that related carrying amounts may
not be recoverable from undiscounted cash flovecoordance with SFAS No. 144¢ccounting for the Impairment or Disposal of Loniged
Assety(“SFAS 144"). The Company’s long-lived assets aabilities are grouped at the individual club lewdlich is the lowest level for
which there is identifiable cash flow. To the extdrat estimated future undiscounted net cash flativibutable to the assets are less than the
carrying amount, an impairment charge is recognéempghl to the difference between the carrying vafiguch asset and its fair value. In the
three months ended March 31, 2009, the Compangad$t underperforming clubs and recorded impairfoases of $1,131 on fixed assets
at four of these clubs that did not sustain prbféaanembership levels given competition in theirkedand were therefore written down to
their fair values. These four clubs are older shhuarfitness only clubs that are more susceptibtbdaecession and lower price competitors.
Of these four clubs, one club has remaining netfigssets of approximately $67 and another hasu$d%5wvo clubs have no remaining net
fixed assets as of March 31, 2009. The six clustetethat did not have impairment charges haved®4p2 fixed assets remaining as of Ma
31, 20009.

The impairment losses are included as a seplana in operating income on the consolidatetestant of operations. The Company
expects to record early lease termination cos$&lob to $500 related to a club closure prior tdeigse expiration date expected to occur in
June 20009.

The fair values of fixed assets evaluatedrfgrairment were calculated using Level 3 inpuisgisliscounted cash flow. The Company’s
non-financial assets and liabilities that are reggbat fair value on a nonrecurring basis in theoaganying condensed consolidated balance
sheet, as of March 31, 2009, were as follows:

Basis of Fair Value Measuremel

Quoted Prices in Significant
Fair Value of Active Markets fo Significant Othel Unobservable
Assets Identical Items Observable Inpu Inputs
(Liabilities) (Level 1) (Level 2) (Level 3)
Fixed asset $ 14z  $ — $ — $ 14z

7. Goodwill and Other Intangibles

The Company’s goodwill was allocated to réjpgrunits that closely reflect the regions serbagdbur four trade names: New York Sports
Club (“NYSC”), Boston Sports Clubs (“BSC"), Washiong Sports Clubs (“WSC”) and Philadelphia Sportslisl (“PSC”), with certain more
remote clubs that do not benefit from a regionasir being considered single reporting units (feuClubs”) and the three clubs located in
Switzerland (“SSC”). The Company has one OutliarGlith goodwill. The BSC, WSC and PSC regions dbhave any goodwill after the
BSC goodwill was fully impaired at December 31, 200

In the three months ended March 31, 2009Ctmmpany performed its annual impairment test. Tom@any had last performed an
impairment test as of December 31, 2008 due tal¢beriorating market conditions at the end of 2008 annual impairment test in the
current quarter was performed as a roll-forwarthefDecember 31, 2008 test. Please refer to thep@oys Annual Report on Form Xfor
the fiscal year ended December 31, 2008 for inféionaon the specific assumptions used. The assomgptised did not change as there were
no significant changes in the business since stgtrformed as of December 31, 2008. Goodwill immpant testing requires a comparison
between the carrying value and fair value of regddet goodwill. If the carrying value exceeds thie ¥alue, goodwill is considered impaired.
The amount of the impairment loss is measuredaslifference between the carrying value and thdigdgair value of goodwill, which is
determined using discounted cash flows. The 20@&irment test supported the recorded goodwill aarat the NYSC reporting unit, the
SSC reporting unit, and outlier clubs and as suchmpairment of goodwill was required. The valuataf intangible assets requires
assumptions and estimates of many critical factochiding revenue and market growth, operatindidlmsvs and discount rates. Adverse
changes in expected operating results and/or urdai®changes in other economic factors used tmas fair values could result in a
material non-cash impairment charge in the futGigen the current economic environment and the iaicgies regarding the impact on the
Company’s business, there can be no assuranctngh@ompany’s estimates and assumptions regaraénduration of the ongoing economic
downturn, or the period or strength of recoverydméor purposes of the Company’s goodwill impairtrtesting as of March 31, 2009 will
prove to be accurate predictions of the future.offler assumptions remaining constant, if the Cawsaassumptions regarding forecasted
revenue or margin growth rates of the NYSC repgrtinit not achieved, the Company may be requirgéd¢ord goodwill impairment charg
in future periods, whether in connection with thengpany’s next annual impairment testing in the tgragnding March 31, 2010 or prior to
that period, if any such change constitutes a énigg event outside of the quarter from the datdhefannual goodwill impairment test. It is
not possible at this time to determine if any sfutbre impairment charge would result or, if it dperhether such charge would be material.

Due to the ongoing uncertainty in market ctinds, which may continue to negatively impact market value, we will continue



monitor and evaluate the carrying value of goodvlcept for $1,010 and $137 of goodwill allocate@ur SSC reporting unit and outlier
clubs, respectively, the remaining balance of gabdsvallocated to the NYSC reporting unit. Thdadated fair value of the NYSC reportil
unit exceeded its carrying value by a significamrgn as of the measurement date.
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The change in the carrying amount of goodwill frcember 31, 2008 through March 31, 2009 was &sifsi

Balance as of December 31, 2(
Changes due to foreign currency exchange rateugitions

Balance as of March 31, 20

Acquired Intangible Assets

As of March 31, 200¢

($'000s)

Gross Carrying
Amount

Accumulated
Amortization Net Intangibles

Covenant-not-to-compete

1,37¢

(1,199 184

As of December 31, 2008

($'000s)

Gross Carrying

Accumulated

Acquired Intangible Assets Amount Amortization Net Intangibles
Membership list: $ 10,89( $ (10,83 $ 54
Covenant-noi-to-compete 1,68 (1,460 227

$ 12577 $ (12,290 $ 281

The amortization expense of the above acquntaaigible assets for each of the three yearsngridarch 31, 2012 is as follows:

Aggregate Amortization Expense for the twelve monts ending March 31, (' 000s)

2010 $ 89
2011 67
2012 28

$ 184

Amortization expense for the three months drdarch 31, 2009 and 2008 was $97 and $159, rasphct

8. Income Taxes

The Company adopted Financial Accounting StathelBoard Interpretation No. 48 counting for Uncertainty in Income TaxgsIN
48"), on January 1, 2007. FIN 48 clarifies the accountimgincertainty in income taxes by prescribingiaimum probability threshold that
tax position must meet before a financial staterbengfit is recognized. FIN 48 requires that a Canyprecognize in its consolidated
financial statements the impact of a tax positibthat position is more likely than not of beingstained on audit, based on the technical
merits of the position. The Company did not hawhange to the liability for unrecognized tax betsedis a result of the implementation of
FIN 48. The amount of unrecognized tax benefits, thaecognized, would affect the Company’s effeettax rate in any future periods had
not changed significantly as of March 31, 2009 éredCompany does not anticipate that the total amofuunrecognized benefits will
significantly change in the next 12 months.

Effective upon the adoption of FIN 48, the Qamy recognizes both interest accrued relatedrecognized tax benefits and penalties in
income tax expense, if deemed applicable. As ofth&, 2009, the amount accrued for interest was $1

The Company files Federal income tax retuarfereign jurisdiction return and multiple stateldocal jurisdiction tax returns. The
Company is no longer subject to examinations dféderal income tax returns by the Internal Reveérrgice for years 2007, 2006 or 2004
and prior.

9. Commitments and Contingencies

On or about March 1, 2005, in an action stfadah Cruz, et al v. Town Sports International, t\&w York Sports Clufplaintiffs
commenced a purported class action against the @wyrip the Supreme Court, New York County, seekingaid wages and alleging that
TSI LLC violated various overtime provisions of tNew York State Labor Law with respect to the paght# wages to certain trainers and
assistant fitness managers. On or about Novemtg&85, the complaint and the lawsuit were stayed
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upon agreement of the parties pending mediationoiGibout November 28, 2006, the plaintiffs gavieoeathat they wished to lift the stay.
On or about June 18, 2007, the same plaintiffs cenued a second purported class action againstahmpéhy in the Supreme Court, New
York County, seeking unpaid wages and alleging Ti®itLLC violated various wage payment and overtpnavisions of the New York State
Labor Law with respect to the payment of wagedlthlew York purported hourly employees. While we amnable at this time to estimate the
likelihood of an unfavorable outcome or the potalibss to the Company in the event of such anomné; we intend to contest these cases
vigorously. Depending upon the ultimate outcomesthmatters may have a material adverse effetteo@dmpany’s consolidated financial
position, results of operations, or cash flows.

In addition to the litigation discussed abowe,are involved in various other lawsuits, clasnsl proceedings incident to the ordinary
course of business. The results of litigation ateerently unpredictable. Any claims against us, tivaemeritorious or not, could be time
consuming, result in costly litigation, requirersiigcant amounts of management time and resultvardion of significant resources. The
results of these lawsuits, claims and proceediagsat be predicted with certainty. However, wedadithat the ultimate resolution of these
current matters will not have a material adversecen our financial statements taken as a whole.

10. Investments in Affiliated Companies

The Company has investments in Capitol Hili&h Club Associates (“CHSCA”) and Kalorama Spblamagements Associates
(“KSMA™) (collectively referred to as the “Affiliats”). The Company has a limited partnership intare€HSCA, which provides the
Company with approximately 20% of CHSCA's profitsdefined in the partnership agreement. The Compasay co-general partnership
and limited partnership interests in KSMA, whichites it to receive approximately 45% of KSMA’sgfits as defined in the partnership
agreement. The Affiliates have operations thatsarglar, and related, to those of the Company. Thempany accounts for these Affiliates in
accordance with the equity method. The assetslitied, equity and operating results of CHSCA dne Company’s pro rata share of
CHSCA's net assets and operating results were at¢nml for all periods presented. KSMA'’s balanbeets for the periods presented are not
material to the Company’balance sheets for these respective periodd. fEetnue, income from operations and net incom€3INA for the
three months ended March 31, 2009 and 2008 wefdlaw's:

Three Months Ended

March 31,

($'000s)
2009 2008
Revenue $75C $90C
Income from operatior 98 37¢
Net income 78 34¢€

11. Subsequent Event

On April 2, 2009, the Company signed a sevezdetter with Jennifer Prue, the Company’s Chiédimation Officer. Pursuant to this
letter, Ms. Prue’s employment with the Company tgtiminate effective as of May 4, 2009. Ms. Prult ieceive a separation payment of
$160 plus a $60 bonus and a payment in respecicofied but unused vacation days. These amountbevitcorded under Payroll and rel:
expenses on the consolidated statement of opesa®nf April 2, 2009. Ms. Prue’s vested optionpuachase the ComparsyCommon Stoc
will remain outstanding for the post-terminatiorescise period specified in the applicable opticanphnd agreements and her options to
purchase the Company’s Common Stock that are wewvest the termination date will be forfeited on thenination date without any
payment.
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ITEM 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operation
Introduction

In this Form 10-Q, unless otherwise statethercontext otherwise indicates, references to ‘H@&Hings,” “Town Sports,” “TSI,” “the
Company,” “we,” “our” and similar references referTown Sports International Holdings, Inc. andsibsidiaries, and references to “TSI
LLC” and “TSlI, Inc.” refer to Town Sports Internatial, LLC (formerly known as Town Sports Internatd Inc.), our wholly-owned
operating subsidiary.

Based on the number of clubs, we are the sklewgest owner and operator of fitness clubs énNlertheast and Mid-Atlantic regions of
the United States and the fourth largest fitnesbk olwvner and operator in the United States. Asaxddnber 31, 2008, the Company, through
its subsidiaries, operated 167 fitness clubs undefour key brand names; “New York Sports Clui§dston Sports Clubs,” “Philadelphia
Sports Clubs” and “Washington Sports Clubs”. Thelabs collectively served approximately 518,000 rbers, excluding pre-sold, short-
term and seasonal memberships, as of March 31, 208%re the largest fithess club owner and opeiratelanhattan with 39 locations
(more than twice as many as our nearest compesitmt)owned and operated a total of 112 clubs uth@etNew York Sports Clubs” brand
name within a 120-mile radius of New York City davtarch 31, 2009. We owned and operated 26 clulbsarBoston region under our
“Boston Sports Clubs” brand name, 19 clubs (twavbich are partly-owned) in the Washington, D.C.ioegunder our “Washington Sports
Clubs” brand name and seven clubs in the Philadelglgion under our “Philadelphia Sports Clubstsfmame as of March 31, 2009. In
addition, we owned and operated three clubs inZanénd as of March 31, 2009. We employ localizexhth names for our clubs to create an
image and atmosphere consistent with the local canitpnand to foster recognition as a local netwafriguality fitness clubs rather than a
national chain.

We have developed and refined our fitness wiobel through our clustering strategy, offerirtgdss clubs close to our members’
workplaces and homes. Our club model targets thpeuvalue’market segment, comprising individuals aged betvadeand 60 with incorn
levels between $50,000 and $150,000 per year. Wlievbehat the upper value segment is not onlybtteadest segment of the market, but
also the segment with the greatest growth oppdiisniOur goal is to be the most recognized hedilth network in each of the four major
metropolitan regions we serve. We believe thatstrategy of clustering clubs provides significaenéfits to our members and allows us to
achieve strategic operating advantages. In eaolirafharkets, we have developed clusters by injtiglening or acquiring clubs located in
more central urban markets of the region and tixparding from these urban centers to suburbs aigthlb@ing communities.

We currently offer three types of membersliipsur clubs, “Passport,” “Regional Passport” abld”. The Regional Passport
Membership was added in the fourth quarter of 2888 allows a member access to all of our clubsimitsingle region, while the Passport
Membership allows access to all clubs in all fagions. As of March 31, 2009, approximately 38%wf members participated in our
Passport or Regional Passport Memberships and 62ur osnembers participated in our Gold Membershipich allows unlimited access ti
designated or “home” club at all times and accessltof our other clubs during off-peak hours. Mers can elect to commit to a
predetermined minimum contract period of one or ywars in order to benefit from reduced dues aimirig fees. Alternatively, our
memberships are available on a month-to-month basis

We have two principal sources of revenue:

. Membership revenu©ur largest sources of revenue are dues and iaitifges paid by our members. These dues andtiaitifees
comprised 82.0% of our total revenue for the thmemths ended March 31, 2009. We recognize revenoue inembership dues in 1
month when the services are rendered. Approxim&@e¥ of our members pay their monthly dues by Edeit Funds Transfer, or
EFT, while the balance is paid annually in advaiée.recognize revenue from initiation fees overdkpected average life of the
membership

. Ancillary club revenueFor the three months ended March 31, 2009, we gaated 1.8% of our revenue from personal trainind) an
5.2% of our revenue from other ancillary programd services consisting of programming for childrgmoup fitness training and
other member activities, as well as sales of mi@eebus sports produc

We also receive revenue (approximately 1.0%unfrevenue for the three months ended March @19Pfrom the rental of space in our
facilities to operators who offer wellness-relatéfirings, such as physical therapy. In addition,s&ll in-club advertising and sponsorships
and generate management fees from certain clulititscthat we do not wholly-own. We refer to tlais Fees and Other revenue.
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Our revenues, operating income and net incomehe three months ended March 31, 2009 were $lraélion, $5.6 million and
$639,000, respectively and $126.3 million, $14.1liom and $4.8 million, respectively for the thremnths ended March 31, 2008.

Our operating and selling expenses are coegbi$ both fixed and variable costs. Fixed costtuite club and supervisory salary and
related expenses, occupancy costs, including oegtaments of rent, housekeeping and contractedtemgince expenses, as well as
depreciation. Variable costs are primarily relategayroll associated with ancillary club revenmembership sales compensation,
advertising, certain facility repairs and club shiggp

General and administrative expenses includésaelating to our centralized support functiangh as accounting, insurance, information
systems, purchasing and member relations, legatamnsulting fees and real estate development eggens

As clubs mature and increase their membeistuse, fixed costs are typically spread over area®ing revenue base and operating mai
tend to improve.

Our primary capital expenditures relate todbastruction or acquisition of new club faciliti@sd upgrading and expanding our existing
clubs. The construction and equipment costs vasgdban the costs of labor, materials and the ptheaevice offerings and size and
configuration of the facility. We perform routin@provements at our clubs and partial replacemetiteofitness equipment each year for
which we budget approximately 4.0% to 5.0% of prtgd annual revenue. Expansions of certain fagslitire also performed from time to
time, when incremental space becomes availableogptable terms, and utilization and demand fofdhiity dictate. In this connection,
facility remodeling is also considered where appedp.

In the three months ended March 31, 2009, eveopmed annual impairment test. We had last peréar an interim impairment test as of
December 31, 2008 due to the deteriorating maaditions at the end of 2008. The annual impairmesitin the current quarter was
performed as a roll-forward of the December 31,8G3t. Please refer to our Annual Report on FddrK for the fiscal year ended
December 31, 2008 for information on the specifistanptions use@oodwill impairment testing requires a compariseteen the carryin
value and fair value of reportable goodwill. If tb&rrying value exceeds the fair value, goodwittasisidered impaired. The amount of the
impairment loss is measured as the difference keatwiee carrying value and the implied fair valugoddwill, which is determined using
discounted cash flows. The 2009 impairment tespsrpd the recorded goodwill balances at the NY&gorting unit, the SSC reporting unit,
and outlier clubs and as such no impairment of galbd/as required. The valuation of intangible assequires assumptions and estimates of
many critical factors, including revenue and maxkewth, operating cash flows and discount ratetefise changes in expected operating
results and/or unfavorable changes in other econéantors used to estimate fair values could réswdtmaterial non-cash impairment charge
in the future. Given the current economic environh@nd the uncertainties regarding the impact arbasiness, there can be no assurance
that our estimates and assumptions regarding ttaidan of the ongoing economic downturn, or thaqekor strength of recovery, made for
purposes of our goodwill impairment testing as @frivh 31, 2009 will prove to be accurate predictiofithe future. All other assumptions
remaining constant, if the Company’s assumptioganding forecasted revenue or margin growth ratéiseoNYSC reporting unit are not
achieved, we may be required to record goodwilldimpent charges in future periods, whether in cotioe with our next annual impairme
testing in the three months ending March 31, 2Q1rior to that period, if any such change congtiia triggering event outside of the
quarter from when the annual goodwill impairmesst ie performed. It is not possible at this timel&ermine if any such future impairment
charge would result or, if it does, whether suchrgke would be material.

Due to the ongoing uncertainty in market ctinds, which may continue to negatively impact market value, we will continue to
monitor and evaluate the carrying value of goodviakcept for $1.0 million and $137,000 of goodwillocated to our SSC reporting unit and
outlier clubs, respectively, the remaining balaotgoodwill is allocated to the NYSC reporting urlihe calculated fair value of the NYSC
reporting unit exceeded its carrying value by aificant margin as of the measurement date.
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Historical Club Growth
The following table sets forth our club grovairing each of the quarters in 2008 and the djustrter of 2009.

2008 2009
Q1 Q2 Q3 Q4 Total Q1
Wholly owned clubs operated at
beginning of perior 15¢ 16C 161 162 15¢ 164
New clubs opene 2 3 1 3 9 4
Clubs acquiret — — — — — —
Clubs closed, relocated or merg ) ) — @ RG] )
Wholly owned clubs at end of peri 16C 161 162 164 164 165
Total clubs operated at end of period
1) 162 163 164 16€ 16€ 167

(1) Includes wholly owned and partly owned clubs. Idifidn to the above, as of March 31, 2009 and Ddxmr31, 2008, we managed fi
university fitness clubs in which we did not haveesjuity interest

Comparable Club Revenue

We define comparable club revenue as revenimse clubs that were operated by us for oven@@ths and comparable club revenue
growth as revenue for the 13th month and thereafiexpplicable as compared to the same periocipribr year. Comparable club revenue
has decreased sequentially for each of the thregmperiods ended in 2008 and the three monthsdeMi@ech 31, 2009. The increase
(decrease) in comparable revenue was as follows:

2008:

Three months ended March 31, 2( 4.5%
Three months ended June 30, 2 3.2%
Three months ended September 30, 2 2.2%
Three months ended December 31, 2 (1.9%
2009:

Three months ended March 31, 2( (2.2)%

As of March 31, 2009, we had 1.7% less memaeosir comparable clubs when compared to Marcl2@Qa8. This drop in membership
coupled with expected decreases in personal tigaieimenue are expected to result in a further dedti comparable club revenue and
therefore reduced operating margins when comparétetprior year.
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Results of Operations

The following table sets forth certain opargtdata as a percentage of revenue for the periditated:

Three Months
Ended March 31,

2009 2008
Revenue 100.(% 100.(%
Operating expense
Payroll and relate 40.C 38.2
Club operating 36.¢ 33.¢
General and administratiy 6.€ 6.€
Depreciation and amortizatic 11.2 10.C
Impairment of fixed asse 0.8 —
95.€ 88.¢
Operating incom: 4.4 11.2
Interest expens 4.2 5.2
Interest incom — (0.2
Equity in the earnings of investees and rentalime (0.5 (0.9
Income before provision for corporate income te 0.7 6.5
Provision for corporate income tax 0.2 2.7
Net income 0.5% 3.8%

When our revenue at our clubs opened more2lanonths declines, the total fixed costs relébeitie club base are absorbed over a lower
revenue amount, pressuring our operating margioisal Tevenue for the three months ended March @29 2lecreased $5.9 million, or 5.1%,
at our clubs open more than 24 months when comparda same period last year. This contributetthéodecrease in our overall operating
margin from 11.2% in the three months ended MadcH2B08 to 4.4% in the three months ended Marcl2GQ9.

Three Months Ended March 31, 2009 Compared to Thidenths Ended March 31, 2008

Revenue (in $000s) was comprised of the followirfgr the periods indicated:

Three Months Ended March 31,

2009 2008
Revenue % Revenue Revenue % Revenue % Growth
Membership due $100,70¢ 79.5% $ 99,18 78.5% 1.5%
Initiation fees 3,16¢ 2.5% 3,40z 2.7% (7.0%
Membership revenu 103,87. 82.(% 102,58« 81.2% 1.3%
Personal training revent 15,00: 11.8% 16,14 12.8% (7.0)%
Other ancillary club revent 6,59t 5.2% 6,182 4.S% 6.7%
Ancillary club revenu¢ 21,59¢ 17.(% 22,32 17.7% (3.9%
Fees and other reven 1,241 1.C% 1,41% 1.1% (12.29%
Total revenue $126,70! 100.(% $126,32( 100.(% 0.2%

For the three months ended March 31, 200®&me® increased $7.9 million compared to the threeths ended March 31, 2008 at the 25
clubs opened or acquired subsequent to March 3/, Zthis increase in revenue was partially offseal®.1%, or $5.9 million decrease in
revenue at our clubs opened or acquired prior tocMa1, 2007 and $1.5 million related to the sedlabs that were closed subsequent to
March 31, 2007.

Comparable club revenue decreased 2.1% fdhtke months ended March 31, 2009 compared tthtke months ended March 31, 2008.
Of this 2.1% decrease, 0.1% was due to a decreasernbership, 0.5% was due to a decrease in prité &% was due to an decrease in
ancillary club revenue and fees and other reveBGomparable club revenue has been slowly trendimghd@rd during 2008 and the three
months ended March 31, 2009. This downward trenddeoontinue in future quarters.
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Operating expenses (in $°000s) were comprised ofdhollowing for the periods indicated:

Three Months Ended

March 31,

2009 2008 % Variance
Payroll and relate $ 50,747 $ 48,40¢ 4.8%
Club operating 46,61( 42,88( 8.7%
General and administrati 8,341 8,30¢ 0.£%
Depreciation and amortizatic 14,29¢ 12,64¢ 13.(%

Impairment of fixed asse 1,131 — N/A
Operating expenst $121,13: $112,23¢ 7.2%

Operating expenses increased due to the foifpfactors:

Payroll and related This increase was attributable to a 4.6% incré@asiee total months of club operation from 47489 and
discounting of our membership initiation fees. W d been discounting our new member initiation faes effort to drive membership
sales. Our payroll costs that we defer are limitethe amount of these initiation fees, thus capsimincrease in payroll of approximately
$2.0 million in the three months ended March 31)2@vhen compared to the same period in 2008. Quhia quarter we recorded $496,000
of severance charges. The effect of these seveddrarges was offset by a $565,000 reduction ingpaigtraining revenue.

Club operating This increase was principally attributable to fbiéowing:

. Rent and occupancy expenses increased $2.5mifient and occupancy costs increased $1.7 mdliatubs that opened after
January 1, 2008 or that are currently under coaottnu and increased $565,000 at our clubs operiedtprJanuary 1, 2008. In
addition, we recorded early lease termination cos$100,000 in the three months ended March 3Q9 28t clubs that were closed
prior to the lease expiration dates. Rent and caeeyp expenses decreased $304,000, before eartytlrasination costs, at our clubs
that were closed after January 1, 2(

. Repairs and maintenance, cleaning and launddyotrer service related expenses increased $1idmypkrimarily due to an increase
in club member usage of 13.6% and the increaskimmonths of operation of 4.6% in the three momthded March 31, 2009
compared to the same period in 2008. In additioere was an increase in repairs of equipment, bwtud maintenance, and
renovations from the Company’s enhanced focus emtémber experience in 2009 as compared to 20@8inthease in snow
storms in 2009 compared to 2008 caused on incieas®w removal expens

Depreciation and amortizationThis increase was principally due to the 13 newsadded after January 1, 2008.

Impairment of fixed assetdn the three months ended March 31, 2009, thegaomtested 10 underperforming clubs and recorded
impairment losses of $1.1 million on fixed assetfoar of these clubs that did not sustain profgainembership levels given. These four
clubs are older suburban fitness only clubs thanaore susceptible to the recession and lower pdogetitors. Of these four clubs, one club
has remaining net fixed assets of approximately®®&Y and another has $75,000 and two clubs havemaining net fixed assets remaining
as of March 31, 2009. The six clubs tested thandichave impairment charges have $4.3 million>ad assets remaining as of March 31,
2009. The impairment losses are included as a a&plame in operating income on the consolidatatestent of operations. The Company
expects to record early lease termination cosketfieen $400,000 and $500,000 related to a clisudgrior to its lease expiration date
expected to occur in June 2009.

Interest Expense

Interest expense decreased $1.2 million, dd%9for the three months ended March 31, 2009 ewetpto the three months ended
March 31, 2008. This decrease is a result of thetosariable rate of interest on our Term Loan lgaiuring the 2009 period. For the three
months ended March 31, 2009, the average variat#ecist rate was approximately 2.4%, while the ayerrate for the three months ended
March 31, 2008 was approximately 6.5%.

Interest Income

Interest income decreased $139,000 to $1.00hé three months ended March 31, 2009 from $D0for the three months ended
March 31, 2008 due to a decrease in interest est@gell as a decrease in monthly average cashdasan
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Provision for Corporate Income Taxes

We recorded an income tax provision of $27@fa0 the three months ended March 31, 2009 condp@ra provision of $3.3 million for
the three months ended March 31, 2008 calculatied tise Company’s effective tax rate. The Compamjfsctive tax rate decreased from
41% in the three months ended March 31, 2008 to iBO#e three months ended March 31, 2009. Thectaxtuin income before provision
for corporate income taxes has increased the effgmrmanent differences on our effective tax.ratee reduction in tax rate is principally
due to the state tax benefit related to self-insceaas a percentage of pre-tax income.

Liquidity and Capital Resources

Historically, we have satisfied our liquiditgeds through cash generated from operations ammlisdorrowing arrangements. Our
principal liquidity needs have included the acgiosi and development of new clubs, debt servicaireqents and other capital expenditures
necessary to upgrade, expand and renovate exitibg.

Operating ActivitiesNet cash provided by operating activities for theeé months ended March 31, 2009 was $22.6 mitlmnpared to
$37.8 million for the three months ended MarchZ&108. This $15.2 million decrease is primarily tethto the decrease in cash flows
generated from changes in operating assets arilitiéebas well as a decrease in overall earnifige net changes in prepaid expenses and
other current assets decreased $4.6 million priyndue to 2008 decreases in pre-payments madedtolals and the timing of other vendor
payments. In the three months ended March 31, 28£f@rred revenue increased $497,000, while inthtree® months ended March 31, 2008,
the increase was $4.9 million This decrease in gasierated by deferred revenue was driven by thement in deferred personal training
and deferred initiation fees. Cash paid for intedesreased $1.6 million and cash paid for taxesedesed $1.0 million.

Investing Activitieslnvesting activities consist primarily of constriaoct of new clubs and the purchase of new fithesspegent. In
addition, we make capital expenditures to expambramodel our existing clubs. We finance constarctind the purchase of equipment by
using cash generated by operations and variouswiorg arrangements. Net cash used in investingiiet was $18.5 million and
$22.5 million for the three months ended MarchZ109 and 2008, respectively. For the year endingeBer 31, 2009, we estimate that we
will invest a total of $50.0 million to $53.0 miblh in capital expenditures. This amount include3.@illion to continue to upgrade existing
clubs, $8.4 million to enhance our management métion systems and $4.0 million for the constructid corporate offices and the
completion of our new regional laundry facilityamr New York Sports Clubs market. The remaindeswf2009 capital expenditures will be
committed to building, acquiring or expanding clubkese expenditures will be funded by cash floawvjated by operations, available cast
hand and, to the extent needed, borrowings fron$#30 million Revolving Loan Facility.

Financing ActivitiesNet cash used in financing activities decrease@ Bllion to $6.6 million for the three months edddarch 31,
2009 from $9.2 million for the same period in the®pyear. In the three months ended March 31, 20@9repurchased 2.1 million shares of
common stock at a cost of $5.4 million. In additioe had net repayments on the Revolving Loan Baoif $1.0 million compared with
$9.0 million in the three months ended March 31080

As of March 31, 2009, our total consolidated deas337.8 million. This substantial amount of dehtld have significant consequences,
including:

. making it more difficult to satisfy our obligatior
. increasing our vulnerability to general adversenecoic conditions

. limiting our ability to obtain additional finanay to fund future working capital, capital expendis, acquisitions of new clubs and
other general corporate requiremel

. requiring cash flow from operations for the paytnef interest on our credit facility and reducimgr ability to use our cash flow to
fund working capital, capital expenditures, acdiasis of new clubs and general corporate requiréspemd

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we operate

These limitations and consequences may placeais@npetitive disadvantage to other less-leveragetpetitors.
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On February 27, 2007, TSI Holdings and TSI Lér@ered into the 2007 Senior Credit Facility. P87 Senior Credit Facility consists of
the Term Loan Facility and the Revolving Loan Facil

As of March 31, 2009, TSI LLC had $181.3 moiflioutstanding under the Term Loan Facility. Boiirays under the Term Loan Facility,
TSI LLC’s option, bear interest at either the adsthative agent’s base rate plus 0.75% or its Eoifadrate plus 1.75%, each as defined in
the 2007 Senior Credit Facility. As of March 31090the Company had elected the Eurodollar rat@mopéqual to 2.4% as of March 31,
2009. Interest calculated under the base rateroptauld have equaled 4.0% as of March 31, 200®efCompany had elected this option.

The Term Loan Facility matures on the eadigFebruary 27, 2014, or August 1, 2013 if the 13éfior Discount Notes are still
outstanding as of that date. TSI LLC is requiredsfmay 0.25% of principal, or $462,500, per quafetal principal payments of $3.7 million
have been made as of March 31, 2009.

The Revolving Loan Facility expires on Febguay, 2012 and borrowings under the facility cutigrat TSI LLC’s option, bear interest at
either the administrative agent’s base rate plaS%.or its Eurodollar rate plus 2.25%, each amdefin the 2007 Senior Credit Facility. TSI
LLC’s applicable base rate and Eurodollar rate imatgand commitment commission percentage, vary ot consolidated secured leverage
ratio, as defined in the 2007 Senior Credit FacilliSI LLC is required to pay a commitment fee @&@b per annum on the daily unutilized
amount. As of March 31, 2009, we had $8.0 milliétorrowings outstanding at the base interestopt®n rate of approximately 4.5% and
$10.0 million outstanding under the Eurodollar ietd rate option of 2.9%. There were outstandittgre of credit issued of $14.5 million.
The unutilized portion of the Revolving Loan Fagilas of March 31, 2009 was $42.5 million.

As of March 31, 2009, we were in compliancéwifie debt covenants in the 2007 Senior Crediiisaand given our operating plans and
expected performance for 2009, we expect we wiltiooie to be in compliance during the remainde2@d9. The Revolving Loan Facility
contains a maximum total leverage covenant ratib.2%:1.00, which covenant is subject to compliancea consolidated basis, only during
the period in which borrowings and letters of ctede outstanding thereunder. As of March 31, 28@® Company’s leverage ratio was
2.54:1.00. These covenants may limit TSI LLC’s ipilo incur additional debt. As of March 31, 20@@rmitted borrowing capacity of
$75.0 million was not restricted by the covenants.

We do not have plans to repurchase our détat.tdrms of our 2007 Senior Credit Facility sigrafitly restrict our ability to repurchase our
11% Senior Discount Notes or repurchase a portidgheoTerm Loan.

The terms of the indenture governing our 11ni& Discount Notes and the 2007 Senior CreditliBasignificantly restrict the payment
of dividends by us. Our subsidiaries are permitteder the 2007 Senior Credit Facility and the indengoverning our 11% Senior Discount
Notes to incur additional indebtedness that magady restrict or prohibit the payment of dividermssuch subsidiaries to us. C
substantial leverage may impair our financial ctindiand we may incur significant additional defs. of February 1, 2009, the principal
amount of the 11% Senior Discount Notes was fullyradited at $138.5 million. Interest will be paleabt a rate of 11% per annum
compounded semi-annually beginning August 1, 2008eé amount of $7.6 million. For further informatiregarding our 11% Senior
Discount Notes and our 2007 Senior Credit Facifige “Management’s Discussion and Analysis of FirrCondition and Results of
Operations — Liquidity and Capital Resources” im Aunual Report on Form 10-K for the year endedddeiger 31, 2008.

As of March 31, 2009, we had an aggregatecfra amount of $138.5 million of 11% Senior Disobilotes outstanding.
As of March 31, 2009, we had $7.6 million ash and cash equivalents.
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The aggregate long-term debt, and operatiagel®bligations as of March 31, 2009 were as faiow

Payments Due by Period (in '000s)

Less than After
Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years
Long-Term Debt $ 337,75l $ 19,85( $ 3,70C $314,20( $ —
Operating Lease Obligations( 888,97( 82,59¢ 164,09: 148,92: 493,35!
Total Contractual Cash Obligatio $1,226,72 $102,44¢ $167,79: $463,12: $493,35!

Notes:

(1) Operating lease obligations include base oaht. Certain leases provide for additional reaédd on real estate taxes, common area
maintenance and defined amounts based on the mgerasults of the lesse

The following long-term liabilities includedhdhe consolidated balance sheet are excludedtfiertable above: income taxes (including
uncertain tax positions), insurance accruals ahdraiccruals. The Company is unable to estimatértiieg of payments for these items.

Throughout the three months ended March 329 2the ongoing U.S. and global economic crisisrhaslted in additional significant
recessionary pressures and declines in consumédenoe and economic growth. These economic candithave led to reduced consumer
spending and have caused member cancellationsemneages in new memberships. This economic consitiould continue to adversely
affect our industry, business and results of opmmat

These economic conditions have also resuttedsubstantial tightening of the credit marketsiliding lending by financial institutions,
which is the source of credit for our borrowing andource of our liquidity. It is difficult to prexl the duration of the current economic and
capital and credit market conditions will continbewever, if current levels of economic and capitadl credit market volatility continue or
worsen, there can be no assurance that we wikxmrience further adverse impact, which may beri@to our business and therefore our
results of operations.

In recent years, we have typically operatetth wiworking capital deficit. We had a working dapteficit of $68.6 million at March 31,
2009, as compared with $67.2 million at March J10& Major components of our working capital défan the current liability side are
deferred revenues, accrued expenses (includingpguuiiers, accrued construction in progress angbegant, payroll and occupancy costs)
and the current portion of long-term debt. Theseen liabilities more than offset the main curraesets, which consist of cash and cash
equivalents, accounts receivable, and prepaid egseand other current assets. Payments underhengutrent liability for deferred revenue
are generally not held as cash and cash equivatarttsather are used for the Company’s businesdsjéncluding financing and investing
commitments, which use contributes to the workiagi@l deficit. The deferred revenue liability relsito dues and services paid-in-full in
advance and initiation fees paid at the time obkment and totaled $42.0 million and $40.3 millanMarch 31, 2009 and December 31
2008, respectively. Initiation fees received arfeded and amortized over a 30-month period, whigitesents the approximate club
membership life of a member. Prepaid dues are gineealized over a period of up to twelve monthhkjle fees for prepaid services
normally are realized over a period of one to sonths. In periods when we increase the numberutfscbpen and consequently increase the
level of payments received in advance, we antieiiaat we will continue to have deferred revendarzes at levels similar to or greater than
of reducing deferred revenue balances, which wiikédly require us to rely more heavily on other sms of funding. The Company’s club
growth plans have slowed from five net club opesiimg2008 to two net club closures in 2009. Thisrdase in club growth is expected to
result in a decrease in working capital deficitalidition, there has been a decrease in the ansbumtiation fees collected , which has
contributed to decreased deferred revenue. Theralba been a decrease in demand for personahggaarvices, which could result in a
further reduction of the working capital deficit ¢ither case, a significant portion of the def@mevenue does not constitute a liability that
must be funded with cash. At the time a membeisjour club, we incur enroliment costs which aresded over 30 months. These costs are
recorded as a long-term asset and as such, ddfset the working capital deficit. We expect tooett a working capital deficit in future
periods and, as in the past, will fund such defisihg cash flows from operations and borrowingdenrour 2007 Senior Credit Facility or
other credit facilities, which resources we beligw be sufficient to cover such deficit.

On April 29, 2008, the Board of Directors apg@d a plan to repurchase up to an aggregate o $2ilion of the Company’s common
stock. The repurchases will be made from timent®tin the open market at prevailing market prit@sugh privately negotiated transactions
as conditions permit, or pursuant to a 10b5-1 pldopted by the Company which permits the Company to
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repurchase its shares during periods in which tr@any may be in possession of material non-pufiicemation. The stock repurchase
program may be modified, extended or terminatethbyBoard of Directors at any time. The Companyreipased 2.1 million shares at a
total cost of $5.4 million in the three months ethdiéarch 31, 2009 and as of March 31, 2009, the Gomjhas repurchased a total of

3.9 million shares at a total cost of $10.0 million

Recent Changes in or Recently Issued Accounting Rmouncements

See Note 2 to the consolidated financial statemarttis Form 10-Q.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contairmvifard-looking” statements within the meaning o€t8m 27A of the Securities Act of
1933 and Section 21E of the Securities ExchangefAt®34, including, without limitation, statememggarding future financial results and
performance, potential sales revenue, legal coatioigs and tax benefits, and the existence of ad\vitigation and other risks, uncertainties
and factors set forth under Item 1A., entitled Ri@actors”, in our Annual Report on Form 10-K anaur other reports and documents filed
with the SEC. These statements are subject towsrieks, and uncertainties, many of which areidetsur control, including, among others,
the level of market demand for our services, ecao@onditions affecting the Company’s business,gbegraphic concentration of the
Company’s clubs, competitive pressure, the abititgchieve reductions in operating costs and téirmoa to integrate acquisitions,
environmental matters, any security and privacyathed involving customer data, the levels and teritlse Company’s indebtedness, and
other specific factors discussed herein and inrd®fC filings by us (including our reports on FotfK and 10-Q filed with the SEC). We
believe that all forward-looking statements areclasn reasonable assumptions when made; howeveguwtien that it is impossible to
predict actual results or outcomes or the effettisks, uncertainties or other factors on antitéplaresults or outcomes and that, accordingly,
one should not place undue reliance on these statsnorward-looking statements speak only akeotiate they were made, and we
undertake no obligation to update these stateniefitght of subsequent events or developments. @aesults may differ materially from
anticipated results or outcomes discussed in anyaial-looking statement.

ITEM 3. Quantitative and Qualitative Disclosures About MakRisk

Our debt consists of both fixed and variable debt facilities. As of March 31, 2009 and Delsen81, 2008, a total of $181.3 million and
$181.8 million, respectively, of our debt consistédhe Term Loan Facility for which borrowings anebject to variable interest rates.
Borrowings under this Term Loan Facility are foripds of one, two, three or six months in the aaisEurodollar borrowings and no
minimum period in the case of base rate borrowiagd, upon each continuation of an interest perstated to a Eurodollar borrowing the
interest rate is reset and each interest rate wimiltbnsidered variable. If short-term interestgdtad increased by 100 basis points for the
three months ended March 31, 2009, our interestres@@would have increased by approximately $459;008se amounts are determined by
considering the impact of the hypothetical interagés on our debt balance during this period.

For additional information concerning the tsrai our fixed-rate debt, see Note 7 to our finahsiatements as of and for the year ended
December 31, 2008 included in our Annual Reporform 10-K for the year ended December 31, 2008 fileéh the SEC.

ITEM 4. Controls and Procedures.

Evaluation of Disclosure Controls and Proceduréd/e maintain disclosure controls and proceduresdietiesigned to ensure that the
information required to be disclosed by us in thygorts filed or submitted by us under the Exchakefds recorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms and such information ¢santilated and communicated to
management, including the Chief Executive Officad ¢he Chief Financial Officer, as appropriatealow timely decisions regarding
required disclosure. Any controls and procedurespatter how well designed and operated, can peoerdy reasonable assurances of
achieving the desired controls.

As of March 31, 2009, we carried out an eviadug under the supervision and with the partidggabf our management, including the
Chief Executive Officer and the Chief Financial iodf, of the effectiveness of the design and opmradf our disclosure controls and
procedures (as such term is defined in Rules 18} Bhd 15d-15(e) under the Exchange Act). Based tipat evaluation, our Chief
Executive Officer and Chief Financial Officer hasencluded that, as of March 31, 2009, our disclesantrols and procedures were effec
at the reasonable assurance level.
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings.

On or about March 1, 2005, in an action styadah Cruz, et al v. Town Sports International, t®w York Sports Clufplaintiffs
commenced a purported class action against the @wyrip the Supreme Court, New York County, seekingaid wages and alleging that
TSI, LLC violated various overtime provisions oéthlew York State Labor Law with respect to the pagtrof wages to certain trainers and
assistant fitness managers. On or about Novemt8(5, the complaint and the lawsuit were stayeshiggreement of the parties pending
mediation. On or about November 28, 2006, the fiffsrgave notice that they wished to lift the st&n or about June 18, 2007, the same
plaintiffs commenced a second purported class meti@inst the Company in the Supreme Court, Nevk Caunty, seeking unpaid wages
and alleging that TSI, LLC violated various waggmant and overtime provisions of the New York Stabor Law with respect to the
payment of wages to all New York purported hourypdoyees. While we are unable at this time to estignthe likelihood of an unfavorable
outcome or the potential loss to the Company iretrent of such an outcome, we intend to contestddse vigorously. Depending upon the
ultimate outcome, this matter may have a matedatese effect on the Company’s consolidated firgngosition, results of operations, or
cash flows.

In addition to the litigation discussed above, weiavolved in various other lawsuits, claims amdggedings incidental to the ordinary cot
of business. The results of litigation are inhdsenhpredictable. Any claims against us, whetheritogous or not, could be time consuming,
result in costly litigation, require significant asmts of management time and result in diversiosigfificant resources. The results of these
other lawsuits, claims and proceedings cannot bdigtied with certainty. We believe, however, tia tiltimate resolution of these current
matters will not have a material adverse effecoonfinancial statements taken as a whole.

Iltem 1A. Risk Factors

There have not been any material changestmfaormation related to the ITEM 1A. “RISK FACTORSisclosure in the Company'’s
Annual Report on Form 10-K for the fiscal year eshileecember 31, 2008.

ITEM 2. Unregistered Sales of Equity Securities and UsdPobceeds

The Company’s share repurchase activity for eachefmonths during the three months ended Marc@19 were as follows:

Total Number of Maximum Dollar Value
Total Number of Shares Purchased a of Shares that may
Shares Part of Publicly yet be Purchasec
Purchased Average Price Paid Announced under the

@ per Share Programs @) Programs @)
January 1, 200— January 31, 200 1,026,21. $2.9¢ 1,026,21. $17,248,74
February 1, 200— February 28, 200 1,020,60: $2.1¢ 1,020,60: $15,015,62
March 1, 200~ March 31, 200¢ 38,80( $1.8¢ 38,80( $15,000,00

(1) On April 29, 2008, the Board of Directors apyged a plan to repurchase up to an aggregates0$gillion of Common Stock through
December 31, 2009. The stock repurchase progranmbmayodified, extended or terminated by the Boduldiectors at any time

We did not sell any securities during the ¢hmeonths ended March 31, 2009 that were not regisiender the Securities Act of 1933, as
amended.

ITEM 3. Defaults Upon Senior Securities.
Not applicable.

ITEM 4. Submission of Matters to a Vote of Security Holders
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Not applicable.

ITEM 5. Other Information.
Not applicable.

Item 6. Exhibits
Required exhibits are listed in the Index ihibits and are incorporated herein by reference.

From time to time we may use our Web site aelsamnel of distribution of material company infation. Financial and other material
information regarding the Company is routinely posbn and accessible at http://corporate.myspatisddom In addition, you may
automatically receive email alerts and other infation about us by enrolling your email by visititihg “Email Alert” section at
http://corporate.mysportsclubs.com/
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SIGNATURES

Pursuant to requirements of the Securitieh&rge Act of 1934, as amended, the registrant llgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

TOWN SPORTS INTERNATIONAL HOLDINGS,
INC.

DATE: April 30, 2009

By: /s/ Dan Gallagher
Dan Gallagher
Chief Financial Officer
(principal financial and accounting office
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INDEX TO EXHIBITS

The following is a list of all exhibits filedr furnished as part of this report:

Exhibit No. Description of Exhibit

10.1 Employment Agreement, dated August 29, 2000 betW@syn Sports International, Inc. and Jennifer P

10.2 Letter to Jennifer Prue from Town Sports Interraalo LLC, dated April 2, 200¢

31.1 Certification of Chief Executive Officer pursuantRule 13a — 14(a) and Rule 15d — 14(a) of the B&esi Exchange Act of
1934, as amended, as adopted pursuant to Sectoof 3@e Sarban-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant Rule 13a — 14(a) and Rule 15d — 14(a) of the B&esl Exchange Act of
1934, as amended, as adopted pursuant to Sectoof 3e Sarban-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002
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Exhibit 10.1

EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (hereinaftehd “Agreement”) is made and entered into this 20afaAugust, 2000, by and
between TOWN SPORTS INTERNATIONAL, INC., with iterporate headquarters located at 888 Seventh Ay@&ave York, New York
10106 (hereinafter, “TSI”) and JENNIFER PRUE, wlir principle residence currently located at (hereinafter
referred to as “Executive”).

RECITALS

WHEREAS, TSI desires to employ Executive toder services to it in accordance with the ternts@mnditions set forth in this
Agreement; and

WHEREAS, the Executive wishes to serve ingimploy of TSI for its benefit in accordance witle tierms and conditions set forth in this
Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the muipmises and covenants contained herein andlfier good and valuable
consideration, the receipt and adequacy of whitteisby acknowledged, the parties hereby agreallas$:

1. EMPLOYMENT TERMS AND DUTIES

1.1 EMPLOYMENT. TSI hereby employs Executive, and the Executamelby accepts employment with TSI, in accordandk thie
terms and conditions set forth in this Agreement.

1.2 DEVOTION TO EMPLOYMENT During the term of this Agreement, Executive kHalote her full-time efforts, attention, skillén
energy on behalf of TSI, and she shall not engagay other gainful employment without the writmmsent of TSI; provided, however, that
nothing contained herein shall prohibit Executikeni investing or trading in stocks, bonds, commiedibr other forms of investment,
including real property.

1.3 TERM OF AGREEMENT The “Effective Date’df this Agreement shall be the 1st day of Septen@0, and it shall continue in fi
force and effect until terminated as hereinaftewvjaed.

1.4 DUTIES. The Executive shall serve as Chief Informatiofig@f (“CIO”) of TSI, and shall have such dutiemesttent with
Executive’s job title as are assigned or delegaddter by TSI. The Executive shall use her bestreffto promote the success of TSI's
business and shall cooperate fully with TSI indldgancement of the best interests of the compangn® Executive’s employment with TSI,
Executive’s office shall be located at TSI's CoiggerOffice, at 888 ¥ Avenue, New York, New York. The parties further aokwledge and
agree that TSI, at its discretion, may relocaténiftsrmation Technology (“IT”) department to anothecation. In the event that such a
relocation does occur, the parties agree that Execshall be required to spend a reasonable apppate amount of time at this new
location in order to supervise this department. &glressly recognizes the fact that travel time eragroach on Executive’s presence in the
office.




2. COMPENSATION

2.1 COMPENSATION

a. Base Salaryl S| shall pay to Employee as compensation foiskerices a salary of $2,884.61 per week, subjeapplicable
withholdings and deductions, including for taxekG A&, medicaid and other similar matters, payabladnordance with TSI's customary
payroll practices. Executive’s salary shall be egxéd annually by TSI, at which time Executive’sasglmay be increased as mutually agreed
upon by Executive and TSI.

b. Guaranteed Bonu$o provide greater incentive for Executive, asdwather inducement for Executive to join TSI, Eutive shall
receive a guaranteed bonus in the amount of FliiiSand Dollars ($50,000.00), which shall be deeezded on December 31, 2000, and
which shall be payable on February 15, 2001 Insgsnt years, Executive shall receive an annuahgteed bonus of Sixty Thousand
Dollars ($60,000.00), which shall be deemed eaomeBecember 3%tof each year, and shall be paid in arrears by teo than February 15
the following year, the first such $60,000.00 guéead bonus shall be paid to Executive on or befeteruary 15, 2002 for the year ended
12/31/2001.

c. Performance Bonu#és additional compensation and incentive for Exi®e, she shall be eligible to receive an addalaompany
performance bonus annually of up to Forty Thoudaaliars ($40,000.00). This bonus shall be payablariears no later than February 15 of
the following year during which the company perfarme bonus is earned.

d. Fringe BenefitsDuring the term of this Agreement, Executive kbalentitled to all fringe benefits and/or bengfidns offered
generally to the TSI's full-time employees as elishled or modified from time to time by TSI, inciagd but not limited to, participation in
TSI's contributory health plan and 401K plan, sebgways to the rules in effect regarding eligthiend participation in such plans. TSI
shall provide Executive with a company cellulaepone, laptop computer, and all other technicdllagistical support as are reasonably
necessary and appropriate as determined by agré&etsreen TSI and Executive.

e. Business Expensdsxcept as otherwise provided herein, TSI shall péher directly or by reimbursement to Executisech
reasonable and necessary business expenses inbyrEs@cutive in the course of her employment Wil as are consistent with the
company'’s policies in existence from time to tirmebject to such verification and record keepingiiements as may be established from
time to time by the Corporation.

f. Relocation, Housing and Travel Expenges additional inducement to Executive, and teuea that Executive shall be available and
able to render services to TSl in a timely fashipon execution of this Agreement, TSI shall pagxecutive a one-time relocation expense
of up to Twenty Thousand Dollars ($20,000.00). bgriExecutive’s employment with TSI, Executive’sioéf shall be located at the TSI
Corporate Office, located at 888"Avenue, New York, New York. During Executive’s emopinent, TSI shall pay for Executive’s
accommodations in New York in the existing accomatimhs presently being provided to Executive oa stibstantially similar nature, as
well as for any and all related travel between Newk and Executive’s place of residence in eithetotado or Florida.
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g. Vacation, Holiday Pay and Sick Leat#ecutive shall be eligible to receive threeW8gks of paid vacation per annum, such paid
vacation time to increase in accordance with TBbkcy related to length of service. All vacaticstsall be taken by Executive at such time or
times as may be approved by the Corporation. Actdlitly, Executive shall be entitled to eight (8)doholidays per year, in accordance with
TSI's Employee Handbook. Executive shall also biéiled to six (6) paid sick days per year. In Semter, 2000, Executive shall also be
entitled to take two (2) weeks of personal leauehgime shall not be treated as vacation leave.

h. Authorized Time OffExecutive shall be entitled to such time off withy for attendance at seminars, courses, meetitd)s
conventions as is authorized by TSI from time moeti The specific seminars, courses, meetings ameeations to be attended by Executive
shall be subject to the TSI's prior approval.

2.2 STOCK OPTIONSUpon the commencement of her employment, Exeewtihall be issued Four Thousand (4,000) performance
vesting options, such options to vest over a fi)eyar period in accordance with TSI's Employeen@wn Stock Option Plan. Executive’s
participation in this plan shall be based uponsiume performance targets established for all erepognd as detailed by TSl in its April 24,
2000 Memorandum to Stock Option Participants anagootherwise outlined in TSI’'s Employee Commorck©ption Plan. The strike price
of Executive’s options shall be $75.00 per shar@cicordance with the strike price previously dithbd for all TSI employees who received
options in the year 2000 grant. During Executivaisployment with TSI, Executive may become eligtioleeceive additional performance
vesting options, at the discretion of TSI.

3. TERMINATION OF EMPLOYMENT

3.1 TERMINATION OF EMPLOYMENT.

a. Voluntary TerminatiorExecutive or TSI may voluntarily terminate Exéeats employment with TSI at any time, without cat
by delivering to the other party written noticesoich intention not less than thirty (30) days ptiothe effective date of termination. In the
event of a termination of Executive by TSI for a@mgson other than “for cause” as defined in sulseat1(b) of this Agreement, Employee
shall receive a guaranteed, lump-sum, severancag@ayequal to 50% of Executive’s annual salanttieryear immediately preceding the
termination and 50% of Executive’s guaranteed bdouthe year immediately preceding the terminatibimis guaranteed severance payment
shall be in addition to any guaranteed and/or perémce bonus earned by and owed to the Executivehat have not yet been paid by TSI
prior to any such termination in accordance withaBeaph 2.1(b) and 2.1(c) herein. The parties asledge and agree that this guaranteed
severance provision is a material term of this &grent, and shall be binding upon TSI's successusaasigns.

b._Termination for CaugeS| may immediately terminate Executive’'s employigith the TSI “for causeby giving written notice
(without regard to the thirty (30) day period praail above) of such termination to Executive spéujfghe specific grounds therefore. A
termination “for cause” shall only be for any orrentore of the following reasons:

(1) Willfully and materially damaging TSlproperty, business, reputation or goodwill, pded that any such damage must be
actually incurred, quantifyable
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and documented by TSI prior to any termination fause”. There shall be absolutely no terminatioBx@cutive for “causetinder this
Agreement based upon alleged damages to TSI'sdmssireputation or goodwill which are purely prasive and/or speculative in
nature. Such damages, merely alleged by TSI, shath way constitute grounds for termination “f@use” under this Agreement.
Executive expressly reserves the right to pursyeaad all remedies and damages available in equitlyat law in the event that TSI
breaches this provision, and TSI shall pay theaeaisle attorneys’ fees and costs incurred by Ekeetitat result from any such breach
by TSI;

(2) Willfully injuring any employee of TS
(3) Willfully injuring any person in theourse of the performance of services for TSI;

(4) Executive’s lawful conviction and adjcation of the commission of a felony involvirigaling, dishonesty, fraud or
embezzlement.

The decision to terminate Execusvernployment “for cause” shall be made by TSI'se€kixecutive Officer (“CEQ”) in his
reasonable discretion.

c._Termination Upon Death, Incongmety or Disability. Notwithstanding Paragraph 3.1(a) above, TSI dhalle the right to
terminate Executive’s employment with TSI immediatnd without prior written notice to Executivetime event that Executive dies, is
adjudicated incompetent or is permanently disalifeab a result of sickness or accident Executeeoimes unable to adequately perform her
regular duties hereunder for a period exceedingdb3@, and such condition appears to be permaBretutive shall be considered
permanently disabled. In such event, or in the ethet Executive is adjudicated incompetent, Exgeuthall receive the guaranteed
severance payment as outlined in Paragraph 3fl(a)jsoAgreement, in addition to receiving any aggble disability insurance benefits under
the disability insurance coverage, if any, furnisbhy TSI to the Executive.

4. GENERAL PROVISIONS

4.1 SEVERABILITY.If any provision of this Agreement shall be decthirevalid or unenforceable by a court of compeferisdiction, the
invalidity or unenforceability of such provisionahnot affect the other provisions hereof, and thgreement shall be construed and enforced
in all respects as if such invalid or unenforcegirtevision was omitted.

4.2 RESTRICTIVE COVENANT TSI and Executive each acknowledge and agredttbaervices to be performed by Executive under
this Agreement are of a special, unique, extraamgimand intellectual character. Accordingly, Exéaihereby agrees that during Executive’s
employment with TSI, and for a period of up to ¢heyear after the termination of Executive’s enyphent (the “non-compete period”),
Executive shall be under a restrictive covenanhiitng Executive from owning, operating, managipgrticipating in or being employed by
any person, business or entity that is engagedonmgpeting business with TSI and which has compdiisinesses located within a five
(5) mile radius of any of TSI's U.S. operationspyided that TSI shall continue to pay Executs/gill salary and guaranteed bonus during
portion of the non-compete period that it wisheeriforce. The parties agree that the duration @edmphic parameters of this restrictive
covenant are reasonable to protect TSI's legitirhaginess interests.
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Additionally, Executive agrees that for a periodwb (2) years following the termination of Exesatis employment with TSI, Executive
shall not recruit, solicit and/or employ any membgf SI's Information Technology (“IT”) staff, eidr for the benefit of Executive or any
other third party.

4.3 ATTORNEYSFEES AND COSTS In the event a dispute arises between the pdrtie=to relating to the enforcement of any term or
condition of this Agreement the prevailing partyaimy such dispute and/or resulting litigation sballentitled to recover its reasonable
attorneys’ fees and other costs and expenses fremdn-prevailing party, whether incurred duringah settlement negotiations, mediation,
trial or in any appellate proceeding.

4.4 GOVERNING LAW & VENUE. This Agreement shall be governed by and constiuadcordance with the laws of the State of New
York. Jurisdiction and venue for any legal procagdir action at law or in equity arising out ofstligreement shall be placed in the State of
New York, unless otherwise mutually agreed upotheyparties

4.5 ENTIRE AGREEMENT This Agreement constitutes the full understanding entire agreement between the parties witlect$p
Executive’s employment with TSI and supersedepralious understandings, promises, representatio@agreements, whether written or
oral, heretofore made between TSI and ExecutiveciNmge or modification may be made to this Agredregcept by instrument in writing
duly executed by the parties hereto.

4.6 NOTICE. Any and all notices or other communications pdedi for herein shall be given in writing and shwedlhand delivered or sent
by United States Mail, postage prepaid, registerezkrtified, return receipt requested, addressddlbpws:

If to TSI: Town Sports International, Inc.
888 7th Avenue
New York, New York 1010t
ATTN: CEO

with copies to: Donovan & Gianuzzi
405 Park Avenue
New York, New York 1002.

If to Executive: Jennifer Prut

with copies to: Jill S. Schwartz, Esquire
Jill S. Schwartz & Associates, P.A.
180 Park Avenue North, Suite 200
Winter Park, Florida 3278

provided, however, that any party may, from timéitiee, give notice to the other party of some otidairess to which notices or other
communications to such party shall be sent, in Wwieient, notices or other
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communications to such party shall be sent to suichiess. Any notice or other communication shatléemed to have been given and
received hereunder as of the date the same isllgdtaad delivered or, if mailed, when depositedhia United States mail, postage prepaid,
registered or certified, return receipt requested.

4.7 COUNTERPARTSThis Agreement may be executed in one or morateoparts, each of which shall be deemed to beigimal
copy of this Agreement and all of which, when takegether, shall be deemed to constitute one amddme agreement.

4.8 SUCCESSORS AND ASSIGNShis Agreement shall be binding upon, and inarthé benefit of, the parties hereto and their
respective heirs, successors, assigns and legakmqatives.

4.9 WAIVER. Failure on the part of any party hereto to exarany right or option such party may have arisimigof a breach of any
provision(s) of this Agreement shall not be deeme&dhiver of such right or option or any other righbption such party may have with
respect to the continuation of such breach, angraRisting breach or any subsequent breach.

IN WITNESS WHEREOF, the undersigned hexecuted and delivered this Agreement on the dateyaar set forth above, with both
parties expressly acknowledging and agreeing beasignatory for TSI has the duly authorized angress authority to bind the corporation.

TOWN SPORTS INTERNATIONAL, INC. ( “TSI") Signed in the presence o
BY: /s/ Mark Smitk (lllegible)

Mark Smith

ITS: CEC

JENNIFER PRUE (*EXECUTIVE ")

/sl Jennifer H. Pru Signed in the presence 1

/sl R.G. Pyle
R.G. Pyle




Exhibit 10.2

Town Sports International

5 Penn Plaza, 4th floor

New York, NY 10001

Phone 212.246.6700 April 2, 2009
Fax 212.246.8422

MySportsClubs.com

Ms. Jennifer H. Prue
Dear Jenny:

This letter confirms that, in accordamgéh Section 3.1.a. of the Employment Agreemeniveetn you and Town Sports
International, LLC (the “Company”), dated August 2800, your employment will be terminated effeetMay 4, 2009.

During this transition period, you wilbhbe required to report to the office, unless otlee directed by the Chief
Financial Officer, but you will remain available agsist with the transition. Moreover, during thésiod you are not authorized
to act on behalf of the Company and you may nat givy third party the appearance that you have gutttority.

Pursuant to Section 3.1.a., the Compatiyp®ay you a separation payment of $159,627.50s #60,000 (the bonus
amount pursuant to Section 2.1.b. of the Employmemeement for 2008), plus any amount of accruet unused vacation
days. The foregoing amount, less all applicablétdings, will be paid to you within 5 days followg the termination date
(other than the vacation pay which will be paidhia next payroll after the termination date). Opadl, the Company will have
satisfied all of its obligations to you under theoyment Agreement. We will not be enforcing tlemftompete and non-
solicit restrictive covenants set forth in Sectib® of the Employment Agreement or any stock optigreement, however, and
for the sake of clarity, the confidentiality andigmment of developments provisions contained iof@ion agreement or other
agreement shall survive.

Your options to purchase Town Sportsrimé&onal Holdings, Inc. common stock, to the ekiersted as of the
termination date, shall remain outstanding forgbst-termination exercise period specified in tppli@able option plan and
agreements. Such vested options will expire attimelusion of such post termination exercise petioithe extent not
previously exercised. That portion of the stockam that remain unvested as of the terminatioa dhall be forfeited on the
termination date without any payment.

Jenny, we thank you for your past contitns to the Company and we wish you the besbirr juture endeavors.
Sincerely,

/s/ James M. Rizzo
James M. Rizzo
Senior Vice President
Human Resource

New York Boston Washington Philadelphia



Exhibit 31.1

I, Alex Alimanestianu, certify that:




1. | have reviewed this Quarterly Report onnrdi0-Q for the quarter ended March 31, 2009 of T@ports International Holdings,
Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facioit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemand other financial information included insthéport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of angdtfar periods presented in this rep

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) designed such disclosure controls and pires, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

(b) designed such internal control over finahoeporting, or caused such internal control divemncial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

(c) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

(d) disclosed in this report any change inrggistrant’s internal control over financial repogt that occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent e@fuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions!

(@) all significant deficiencies and materiaaknesses in the design or operation of internatabover financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) any fraud, whether or not material, thabiwes management or other employees who havendisamt role in the registrant’s
internal control over financial reportin

By: /s/ Alex Alimanestianu
Alexander Alimanestiant
Chief Executive Office

Date: April 30, 2009



Exhibit 31.2

I, Dan Gallagher, certify that:

1.

I have reviewed this Quarterly Report onrrd0-Q for the quarter ended March 31, 2009 of T@ports International Holdings,
Inc.;

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

Based on my knowledge, the financial statémand other financial information included insthéport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of angdtfar periods presented in this rep

The registrant’s other certifying officerdanare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(&) designed such disclosure controls and piwes, or caused such disclosure controls and gwoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

(b) designed such internal control over finahogporting, or caused such internal control direancial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

(c) evaluated the effectiveness of the regis®alisclosure controls and procedures and preddntthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; an

(d) disclosed in this report any change inrggastrant’s internal control over financial repogt that occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officerdahhave disclosed, based on our most recent e@uaf internal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(a) all significant deficiencies and materiaaknesses in the design or operation of internattabover financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) any fraud, whether or not material, thabiwes management or other employees who havendisamt role in the registrant’s
internal control over financial reportin

By: /s/ Dan Gallagher

Dan Gallagher
Chief Financial Officel

Date: April 30, 2009



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Alex Alimanestianu, certify, pursuant to W8S.C. 81350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of then®any for the quarterly period ended March 31,92@0e “Report”) fully complies
with the requirements of Section 13(a) and 15(dhefSecurities Exchange Act of 1934, as amendgtl($.C. 78m); and

(2) The information contained in the Repoitlygoresents, in all material respects, the finahcondition and results of operations of
Company.

/sl Alex Alimanestianu

Alex Alimanestianu

Town Sports International Holdings, Inc.
Chief Executive Officer

April 30, 2009

A signed original of this written statemenqueed by Section 906 has been provided to the @oypand will be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Dan Gallagher, certify, pursuant to 18 @.S1350, as adopted pursuant to Section 906 dbéineanes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of then(any for the quarterly period ended March 31,92@0e “Report”) fully complies
with the requirements of Section 13(a) and 15(dhefSecurities Exchange Act of 1934, as amendgtl($.C. 78m); and

(2) The information contained in the Repoitlygoresents, in all material respects, the finahcondition and results of operations of
Company.

/s/ Dan Gallagher
Town Sports International Holdings, Ir
Chief Financial Officel

April 30, 2009

A signed original of this written statemenqueed by Section 906 has been provided to the @Goypand will be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



