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

Form 10-Q

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

For the quarterly period ended June 30, 2011

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 @nart

Delaware 20-0640002
(State or other Jurisdiction « (I.LR.S. Employe
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 regist(apthas filed all reports required to be filed bgc8on 13 and 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter periods that the registraas wequired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 days. Y& NoO

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 post such files). Ydg NoO

Indicate by check mark whether the registiqatlarge accelerated filer, an accelerated f#etpn-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.:

O Large accelerated fil¢ O Accelerated filel O Non-accelerated file M Smaller reporting compa
(Do not check if smaller reporting compa
Indicate by check mark whether the Registimatshell company (as defined in Rule 12b-2 oftkehange Act). YeEl No ™
As of July 22, 2011, there were 22,822,46 feshaf Common Stock of the registrant outstanding.
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

Current asset:
Cash and cash equivalel

CONDENSED CONSOLIDATED BALANCE SHEETS
June 30, 2011 and December 31, 2010
(All figures in thousands except share data)
(Unaudited)

ASSETS

Accounts receivable (less allowance for doubtfoamnts of $2,351 and $2,565 as of June
2011 and December 31, 2010, respectiv

Inventory

Prepaid corporate income ta»

Prepaid expenses and other current a:

Total current asse
Fixed assets, n
Goodwill
Intangible assets, n
Deferred tax assets, r
Deferred membership cos
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' DEFICIT

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
Contingencies (Note 1(
Stockholder deficit :

Common stock, $.001 par value; issued and outsigr#R,822,467 and 22,667,650 shares a
June 30, 2011 and December 31, 2010, respec

Paic-in capital

Accumulated other comprehensive income (curreraystation adjustmen

Retained earning
Total stockholder deficit

Total liabilities and stockholde’ deficit

See notes to condensed consolidated financiahstats.
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June 30,
2011

$ 34,51:

6,47¢
26¢
6,78¢
9,75¢
57,79¢
296,60¢
32,94(
11
40,86:
8,171
14,19,
$ 450,58!

$ 15,00(
6,94¢
29,04
1,04(
41,15’
93,18:
281,30:
65,62’
5,81F
8,09¢
454,92

23
(20,849)

2,665

13,82:
(4,339

$ 450,58

December 31
2010

$ 38,80¢

5,25¢
217

7,34z

13,21

64,83:
309,37
32,79

44

41,88:

5,93/

9,307

$ 464,16

$ 14,55(
4,00¢
27,477
6,57¢
35,10¢
87,72(
301,96
67,18(
3,16€
11,08:
471,11

23
(21,78%)

2,121

12,69¢
(6,945)

$ 464,16t
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three and Six Months Ended June 30, 2011 dr2010
(All figures in thousands except share and per shardata)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Revenues:
Club operation: $ 117,18 $ 116,17. $ 232,777 $ 232,76
Fees and othe 1,10( 1,264 2,21 2,42¢
118,28! 117,43¢ 234,99( 235,19!
Operating Expenses:;
Payroll and relate 45,10 48,60¢ 90,35: 97,11¢
Club operating 43,38¢ 43,80: 87,48’ 87,27:
General and administrati\ 6,09¢ 6,292 13,51¢ 15,23:
Depreciation and amortizatic 13,18¢ 13,401 26,18 27,06
Impairment of fixed asse — 2,86¢ — 3,254
107,76 114,97: 217,54: 229,93
Operating incom: 10,51¢ 2,46: 17,44, 5,261
Loss on extinguishment of de 4,86¢ — 4,86¢ —
Interest expens 6,621 5,17¢ 12,20: 10,36:
Interest incom (19 a7 (90 (35
Equity in the earnings of investees and rentalime (617) (518 (1,255 (1,059
(Loss) income before provision (benefit) for comuerincome taxe (33¢) (2,18)) 1,72¢ (4,019
Provision (benefit) for corporate income ta: 72 (1,366 601 (2,466
Net (loss) incom $ (410 % (815 % 1,12 $§  (1,54)
(Loss) earnings per shal
Basic $ 0.09) % 0.0 ¢ 0.0 % (0.07)
Diluted $ 0.09) % (0.0 s 0.0 % (0.07)
Weighted average number of shares used in caleglétiss)
earnings per shar
Basic 22,799,81 22,625,13 22,755,65 22,615,24
Diluted 22,799,81 22,625,13 23,211,42 22,615,24
Statements of Comprehensive (Loss) Incon
Net (loss) incom $ 410 % (815 % 1,12 $ (1,549
Foreign currency translation adjustme 322 (85) 544 (214)
Comprehensive (loss) incor $ (88 % (900) % 1660 $ (1,76)

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended June 30, 2011 and 2010

(All figures in thousands)
(Unaudited)

Cash flows from operating activities:
Net income (loss
Adjustments to reconcile net income (loss) to msthcprovided by operating activitie
Depreciation and amortizatic
Impairment of fixed asse
Loss on extinguishment of de
Call premium on redemption of Senior Discount Nt
Amortization of debt discour
Amortization of debt issuance co:
Non-cash rental expense, net of -cash rental incom
Compensation expense incurred in connection witbksbptions and common stock gra
Decrease (increase) in deferred tax a
Net change in certain operating assets and ligsi
(Increase) decrease in deferred membership
Landlord contributions to tenant improveme
Decrease in insurance reser
Other

Total adjustment
Net cash provided by operating activit

Cash flows from investing activities:
Capital expenditure
Net cash used in investing activiti

Cash flows from financing activities:
Proceeds from 2011 Senior Credit Facility, netridioal issue discour
Debt issuance cos
Repayment of 2007 Term Loan Facil
Repayment of Senior Discount Noi
Principal payment on 2011 Term Loan Faci
Proceeds from exercise of stock opti
Tax benefit from stock option exercis

Net cash used in financing activiti

Effect of exchange rate changes on ¢

Net (decrease) increase in cash and cash equis
Cash and cash equivalents beginning of pe

Cash and cash equivalents end of pe

Summary of the change in certain operating assetsd liabilities:

Increase in accounts receiva

(Increase) decrease in inventt

Decrease in prepaid expenses and other curreris

(Decrease) increase in accounts payable, accrysghegs and accrued inter
Change in prepaid corporate income taxes and cat@arcome taxes payal
Increase in deferred reven

Net change in certain working capital compone

Supplemental disclosures of cash flow informat

Cash payments for interest, excluding call premamthe redemption of the Senior Discount Nc

Cash payments for income tay

See notes to condensed consolidated financiahstats.
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Six Months Ended June 30

2011 2010
$ 1,12 $(1,547)
26,18’ 27,06
— 3,25¢
4,86¢ —
(2,539) —
52 —

552 50€
(2,082 (2,171)
65¢ 737
1,02( (4,171)
8,13- 4,40¢
(2,237) 1,89(
14¢ 10C
(984) (1,081)
184 48E
33,95¢ 31,01¢
35,08: 29,47;
(11,719 6,267)
(11,719 6,26-
297,00 —
(8,06%) —
(178,062 (925
(138,45() —
(750) —
22F 76

56 —
(28,04 (84¢
392 (181)
(4,29)) 22,18(
38,80: 10,75¢
$ 3451 $32,93¢
$ (1,189 $ (1,090
(50) 3
3,22¢ 1,08¢
(3,337) 2,35.
55¢ (1,347)
8,92: 3,40:

$  8,13: $ 4,40¢
$ 17,72¢ $10,34
$ 52 $ 3,04
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(In thousands except share and per share data)
(Unaudited)

1. Basis of Presentation

As of June 30, 2011, Town Sports Internatidtaldings, Inc. (the “Company” or “TSI Holdingshrough its wholly-owned subsidiary,
Town Sports International, LLC (“TSI, LLC"), opesat 158 fitness clubs (“clubs”) comprised of 106bslin the New York metropolitan
market under the “New York Sports Clubs” brand nagteclubs in the Boston market under the “Bostparg Clubs” brand name, 18 clubs
(two of which are partly-owned) in the WashingténC. market under the “Washington Sports Clubs’hdraame, six clubs in the
Philadelphia market under the “Philadelphia SpGitgs” brand name and three clubs in Switzerlatg Tompany’s operating segments are
New York Sports Clubs, Boston Sports Clubs, Phijattia Sports Clubs, Washington Sports Clubs ang$®ports Clubs. The Company
determined that our operating segments have sigilanomic characteristics and meet the criterialwpiermit them to be aggregated into
one reportable 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 “3E®e condensed consolidated financial statemsmsild be read in conjunction with
the Company’s December 31, 2010 consolidated fiahatatements and notes thereto, included in thagany’s Annual Report on
Form 10-K for the year ended December 31, 2010.yEla¢-end condensed balance sheet data includeohwhis Form 10-Q was derived
from audited financial statements, but does nduate all disclosures required by accounting prilesmenerally accepted in the United St
of America (“US GAAP”). Certain information and fomte disclosures that are normally included iaficial statements prepared in
accordance with US GAAP have been condensed otemhpursuant to SEC rules and regulations. Thenmdition reflects all adjustments
which, in the opinion of management, are necedsarg fair presentation of the financial positiardaesults of operations for the interim
periods set forth herein. The results for the tlaned six months ended June 30, 2011 are not netedsdicative of the results for the entire
year ending December 31, 20:

2. Recent Accounting Pronouncements

In October 2009, the FASB issued new accogrdimdance related to the revenue recognition dfipte element arrangements. The new
guidance states that if vendor specific objectividence or third party evidence for deliverablesaimarrangement cannot be determined,
companies will be required to develop a best es@roathe selling price to separate deliverablesallocate arrangement consideration using
the relative selling price method. The guidanceictvivecame effective and was adopted by the Comasamy January 1, 2011, applies to all
new or materially modified arrangements entered amt or after the effective date, and does notireqatroactive application. The adoption
of this guidance did not have a significant impatthe Company’s financial position or operatingufes as of or for the three or six months
ended June 30, 2011.

In June 2011, the FASB amended its authoréajuidance on the presentation of comprehensoame. Under the amendment, an entity
will have the option to present the total of confygnesive income, the components of net income, llmddmponents of other comprehensive
income either in a single continuous statemenbaigrehensive income or in two separate but consecstiatements. This amendment,
therefore, eliminates the currently available aptio present the components of other compreheisioene as part of the statement of
changes in stockholders’ equity. The amendment doeshange the items that must be reported irr @tbrprehensive income or when an
item of other comprehensive income must be redladsio net income. The Company will adopt this aoed guidance for the fiscal year
beginning January 1, 2012. As this guidance relat@sesentation only, the adoption of this guidawdl not have any other effect on the
Company’s financial statements.
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3. Long-Term Debt

June 30, 201 December 31, 201

2011 Term Loan Facilit $ 299,25( $ —
2007 Term Loan Facilit — 178,06:
Senior Discount Note — 138,45(

299,25( 316,51
Less: Unamortized discou (2,949 —
Less: Current portion due within one yi (15,000 (14,550
Long-term portion $ 281,300 $ 301,96:

2011 Senior Credit Facility

On May 11, 2011, TSI, LLC entered into a $8B0, senior secured credit facility (“2011 Senioedit Facility”). The 2011 Senior Credit
Facility consists of a $300,000 term loan faci(it011 Term Loan Facility”), and a $50,000 revolyitoan facility (“2011 Revolving Loan
Facility”). The 2011 Term Loan Facility was issuegdan original issue discount (“OIDY¥ 1.0% or $3,000. The proceeds were used to ff
amounts outstanding under the 2007 Senior Creditifyato pay the redemption price for all of tG®mpany’s outstanding 11% senior
discount notes due in 2014 (the “Senior DiscourieN?t), and to pay related fees and expenses. Nothe oevolving facility was drawn upon
as of the closing date, but loans under the 20MbRieag Loan Facility may be drawn from time to #rpursuant to the terms of the 2011
Senior Credit Facility. The 2011 Term Loan Faciliatures on May 11, 2018, and the 2011 Revolvingnleacility matures on May 11,
2016. The borrowings under the 2011 Senior Creatifliey are guaranteed and secured by assets addes of capital stock by TSI, LLC a
the wholly-owned domestic subsidiaries of TSI, LLC.

The $3,000 OID is recorded as a contra-ligbib Long-Term debt on the accompanying Conde@&usolidated Balance Sheet as of
June 30, 2011, and is being amortized as interp&inse using the effective interest method. Thenantzed balance of the OID as of
June 30, 2011 is $2,948.

As of June 30, 2011, there were no outstand@@idl Revolving Loan Facility borrowings and outstimg letters of credit issued totaled
$9,531. The unutilized portion of the 2011 Revalvlroan Facility as of June 30, 2011 was $40,469.

Borrowings under the 2011 Term Loan FacilityTSI, LLC’s option, bear interest at either tligninistrative agent’'s base rate plus 4.5%
or its Eurodollar rate plus 5.5%, each as defimeithé 2011 Senior Credit Facility. The Eurodollat&has a floor of 1.50% and the base r
floor of 2.50% with respect to the outstanding Témans. As of June 30, 2011, the interest ratet@%. TSI, LLC is required to pay 0.25%
of principal, or $750 per quarter and repaid ppatiof $750 on June 30, 2011 accordingly. If, atheflast day of any fiscal quarter of TSI
Holdings (commencing with the fiscal quarter end8eptember 30, 2011), the secured leverage ragi@éer than 2.75:1.00, TSI, LLC is
required to pay $3,750, or 1.25% of principal. Adwne 30, 2011, TSI, LLC had a senior securedrégeeratio of 3.39:1.00 and TSI, LLC
will be required to make a principal payment of %) on September 30, 2011.

The terms of the 2011 Senior Credit Facilitgyide for financial covenants which require TSILG.to maintain a senior secured leverage
ratio, as defined, of no greater than 5.25:1.06fasine 30, 2011, with step-downs of 0.25 in eddh@next three quarters arriving at an
ultimate senior secured leverage ratio requireroAt50:1.00 or less effective March 31, 2012 drete¢after; an interest expense coverage
ratio of no less than 2.00:1.00; and a covenantlithés capital expenditures to $40,000 for tharfquarters ending in any quarter during
which the senior secured leverage ratio is grehgar 3.00:1.00 and to $50,000 for the four quageding in any quarter during which the
ratio is less than or equal to 3.00 to 1.00 buatgnethan 2.50:1.00. This covenant does not liagiital expenditures if the ratio is less than or
equal to 2.50:1.00. TSI, LLC was in compliance withse covenants as of June 30, 2011 with a seadnrred leverage ratio of 3.39:1:00 and
an interest coverage ratio of 3.69:1.00.

TSI, LLC may prepay the 2011 Term Loan Fac#ihd 2011 Revolving Loan Facility without premiampenalty in accordance with the
2011 Senior Credit Facility, except that a prepaynpeemium of 2.0% is payable prior to May 11, 2@t® a prepayment premium of 1.0%
is payable from May 11, 2012 to May 11, 2013. Mdadaprepayments are required in certain circuncamelating to cash flow in exces:
certain expenditures, asset sales, insurance ngcawd incurrence of certain other debt. The 20414i& Credit Facility contains provisions
that require excess cash flow payments, as defindgk applied against outstanding 2011 Term LaailiEy balances. The applicable excess
cash flow repayment percentage is applied to teesxcash flow when determining the excess cashpggyment. Earnings, changes in
working capital and capital expenditure levelsralbact the determination of any excess cash fldWs. applicable excess cash flow
repayment
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percentage is 75% when the senior secured leveatigeas defined, exceeds 3.00:1.00; 50% wheseh@r secured leverage ratio is greater
than 2.50:1.00 but less than 3.00:1.00; 25% whersémior secured leverage ratio is greater thah 2D but less than 2.50:1.00 and 0%
when the senior secured leverage ratio is lessaghaqgual to 2.00:1.00. As of June 30, 2011, thElZDerm Loan Facility has a balance of
$296,302, net of the unamortized OID.

Debt issuance costs related to the 2011 Sémedit Facility were $8,065, of which, $7,288 &irilg amortized as interest expense, and are
included in “Other assets” in the accompanying @Goseéd Consolidated Balance Sheets. Unamortizecttsta of $1,550 related to the 2007
Senior Credit Facility and the Senior Discount éatad $777 of costs related to the 2011 SenioritOradility were written off in the three
months ended June 30, 2011 and are included irs"bnsextinguishment of debiti the accompanying Condensed Consolidated Statsroi
Operations.

Repayment of 2007 Senior Credit Facili

Contemporaneously with entry into the 2011i&@e@redit Facility, TSI, LLC repaid the outstandiprincipal amount of the 2007 Term
Loan Facility of $164,001. The 2007 Term Loan Rgcivas set to expire on the earlier of FebruaryZi4, or August 1, 2013, if the Senior
Discount Notes were still outstanding. There war@utstanding amounts under the 2007 Revolving LEasility as of this date. The 2007
Term Loan Facility was redeemed for face value peegued and unpaid interest of $447 and feesecklatthe letters of credit of $27. The
total cash paid in connection with the redempti@s $164,475 as of May 11, 2011 with no early reayrpenalty. The Company
determined that the 2011 Senior Credit Facility wassubstantially different than the 2007 Senioedil Facility for certain lenders based on
the less than 10% difference in cash flows of #spective debt instruments. A portion of the tratisa was therefore accounted for as a
modification of the 2007 Senior Credit Facility amgortion was accounted for as an extinguishmerhe three months ended June 30, 2
the Company recorded refinancing charges of apprataly $634, representing the write-off of the révim unamortized debt costs related
to the 2007 Senior Credit Facility, which is inohatlin “Loss on extinguishment of debt” in the acpamying Condensed Consolidated
Statements of Operations.

Redemption of Senior Discount Not

A portion of the proceeds from the 2011 Sefiredit Facility were also used to pay the remarprincipal amount on the Senior Disco
Notes of $138,450 plus a call premium of 1.833%hefprincipal amount thereof totaling approximate®/538 and accrued interest
$5,457. The accrued interest included interesutindMay 11, 2011 of $4,188, plus 30 days of add#ianterest of $1,269, representing the
interest charge during the 30 day notification @eriThe Company determined that the 2011 SeniatiCFacility was substantially different
than the Senior Discount Notes. In the three moettied June 30, 2011, the Company wrote-off unaredrteferred financing costs of
approximately $916 related to the redemption ofShaior Discount Notes, which is included in “Lassextinguishment of debt” in the
accompanying Condensed Consolidated Statementpexf@ons.

Fair Market Value

Based on quoted market prices, the 2011 Séhidit Facility had a fair value of approximat&$00,000 at June 30, 2011. The Senior
Discount Notes and the 2007 Term Loan Facility &ddir value of approximately $137,066 and $168,2@8pectively at December 31, 2C

4. Concentration of Credit Risk

Financial instruments that potentially subjihet Company to concentrations of credit risk cstnsf cash and cash equivalents. Although
the Company deposits its cash with more than avanéial institution, as of June 30, 2011, $15,1B8®8e cash balance of $34,512 was hel
one financial institution. The Company has not eigreed any losses on cash and cash equivalentiatscio date and the Company believes
that, based on the credit ratings of the aforernaetl institutions, it is not exposed to any siguaifit credit risk related to cash at this time.

5. Earnings (Loss) Per Share

Basic earnings (loss) per share is computedivigiing net income (loss) applicable to commarckholders by the weighted average
numbers of shares of common stock outstanding duhie period. Diluted earnings (loss) per shamoiputed similarly to basic earnings
(loss) per share, except that the denominatocieased for the assumed exercise of dilutive sbptions and unvested restricted stock using
the treasury stock method.




Table of Contents

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

Weighted average number of shares of Common Stoistamding —

basic 22,799,81 22,625,13 22,755,65 22,615,24
Effect of dilutive stock options and restricted Goon Stock — — 455,77: —
Weighted average number of shares of Common Stoistamding —

diluted 22,799,81 22,625,13 23,211,42 22,615,224
Earnings (loss) per shai

Basic $ 0.09) % 0.0 ¢ 0.0 % (0.07)

Diluted $ 0.09 % 0.09 s 0.0 % (0.07)

For the six months ended June 30, 2011, thep@ay did not include stock options to purchase4l/Bshares of the Company’s common
stock in the calculations of diluted EPS becauseettercise prices of those options were greaterttimaverage market price and their
inclusion would be anti-dilutive.

For the three months ended June 30, 201 1hanthtee and six months ended June 30, 2010, Wes@o effect of dilutive stock options
and restricted common stock on the calculationilotetl loss per share as the Company reported lsefor these periods.

6. Common Stock and Stock-Based Compensation

The Company’s 2006 Stock Incentive Plan, asrated and restated (the “2006 Plan”), authorize€Cttmpany to issue up to 3,000,000
shares of Common Stock to employees, non-employeetdrs and consultants pursuant to awards oksiptions, stock appreciation rights,
restricted stock, in payment of performance sharegher stock-based awards. An amendment to thé PGan to increase the aggregate
number of shares issuable under the plan by 50&Bakks to 3,000,000 shares was unanimously adbptiée Board of Directors on
March 1, 2011, and approved by stockholders aAthreial Meeting of Stockholders on May 12, 2011. &inithe 2006 Plan, stock options
must be granted at a price not less than the faiket value of the stock on the date the optiarasmted, generally are not subject to re-
pricing, and will not be exercisable more thanyears after the date of grant. Options granted w2006 Plan generally qualify as “non-
qualified stock options” under the U.S. InternaVBeue Code of 1986, as amended. Certain optiomsegtainder the Company’s 2004
Common Stock Option Plan, as amended (the “200d"RIgenerally qualify as “incentive stock optiongider the U.S. Internal Revenue
Code; the exercise price of a stock option granteter this plan may not be less than the fair mtarkdeie of Common Stock on the option
grant date.

At June 30, 2011, the Company had 103,32kksiptions outstanding under the 2004 Plan and 2]@2%hares of restricted stock and
stock options outstanding under the 2006 Plan.

Option Grants

Options granted during the six months endee B0, 2011 to employees of the Company and menatbéne Company’s Board of
Directors were as follows:

Expectec
Number of Exercise Black-Schole: Dividend Risk Free Term
Date Options Price Valuation Volatility Yield Interest Rate (Years)
February 1, 201 7,50( $ 4.1¢ $ 2.74 79.17% 0.0(% 2.€% 6.2°%

The total compensation expense, classifiediwPayroll and related on the condensed conselitistatements of operations, related to
options outstanding was $262 and $526 for the taneksix months ended June 30, 2011, respectively,

9
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and $347 and $694 for the three and six monthsceddiee 30, 2010, respectively.

As of June 30, 2011, a total of $1,258 in wognized compensation cost related to stock opt®agpected to be recognized over a
weighted-average period of 2.7 years.

Restricted Stock Awards

On March 1, 2011, the Company issued 64,080estof restricted stock to employees. The faume/ger share was $4.57, the closing s
price on the date of grant. These shares will 26%b per year over four years on the anniversany dithe grant and expire on March 1,
2021. There was no restricted stock awarded dihieghree months ended June 30, 2010.

The total compensation expense, classifiediwPayroll and related on the condensed conselitistatements of operations, related to
restricted stock granted was $22 and $36 for theethnd six months ended June 30, 2011, respsgtarad $9 and $18 for the three and six
months ended June 30, 2010.

As of June 30, 2011, a total of $247 in ungetped compensation expense related to restritbett awards is expected to be recognized
over a weighted-average period of 3.6 years.

Stock Grants

In the six months ended June 30, 2011, thepanmissued shares of common stock to membereddmpany’s Board of Directors as
payment of their annual and quarterly retentiore Tdtal fair value of the shares issued was exmgengen the grant dates. Total shares issuec
were:

Price Pel Grant Date

Date Number of Share: Share Fair Value

January 19, 201 10,83t $ 4.1¢€ $ 45
March 25, 201 5,34z $ 4.6¢ $ 25
June 24, 201 3,71 $ 7.0C $ 26

Total 19,89!

7. Fixed Asset Impairment and Club Closures

Fixed assets are evaluated for impairmenbgarally whenever events or changes in circumstimadicate that related carrying amounts
may not be recoverable from undiscounted cash fioveecordance with FASB released guidance. Thegaoyis long-lived assets and
liabilities are grouped at the individual club lewhich is the lowest level for which there is idiéiable cash flow. To the extent that estimé
future undiscounted net cash flows attributablheassets are less than the carrying amount, @airiment charge equal to the difference
between the carrying value of such asset andiitsdiue is recognized. In the three months endext B0, 2011, the Company tested 11
underperforming clubs and no impairments were foding 11 clubs had an aggregate of $18,918 ofelasehold improvements and furnit
and fixtures remaining as of June 30, 2011. Inthihee months ended June 30, 2010, the Companydextartotal of $2,865 of impairment
charges at two clubs. The impairment charges ataded as a separate line in operating income ®cdhdensed consolidated statement of
operations.

The fair values of fixed assets evaluatedrfgrairment were calculated using Level 3 inputsiggliscounted cash flows, which are based
on internal budgets and forecasts through the éedah respective lease. The most significant aptians in those budgets and forecasts
relate to estimated membership and ancillary reggatirition rates, and maintenance capital experati, which are estimated at
approximately 3% of total revenues.

8. Goodwill and Other Intangibles

Goodwill has been allocated to reporting uttits closely reflect the regions served by our toade names: New York Sports Clubs
(“NYSC"), Boston Sports Clubs (“BSC”), Washingtop@ts Clubs (“WSC") and Philadelphia Sports CIuli3SC"), with certain more
remote clubs that do not benefit from a regionasidr being considered single reporting units (GuClubs”) and our three clubs located in
Switzerland being considered a single reporting (I8ISC”). The Company has one Outlier Club wittodwill. As of June 30, 2011, the
BSC, WSC and PSC regions do not have goodwill lealsin
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As of February 28, 2011 and 2010, the Compgmarformed its annual impairment test. The Febr@8ry2011 and 2010 impairment tests
supported the recorded goodwill balances and dssoiémpairment of goodwill was required. The véilom of reporting units requires
assumptions and estimates of many critical factocdiding revenue and market growth, operatindhdbmvs and discount rates.

The Company next annual impairment test will be performedfaSebruary 29, 2012 or earlier, if any such chargestitutes a triggerir
event outside the quarter when the annual goodwibhirment test is performed. It is not possibléhéd time to determine if any such future
impairment charge would result. There were no &igy events in the three months ended June 3@, Z&lof February 28, 2011, the
estimated fair value of NYSC was 49% greater thaoklvalue and the estimated fair value of SSC v@ds greater than book value.

The changes in the carrying amount of goodwilin January 1, 2010 through June 30, 2011 awlddtin the charts below.

Outlier
NYSC BSC SscC Clubs Total
Balance as of January 1, 201
Goodwill $31,40: $ 15,76¢ $ 1,09¢ $ 3,98: $ 52,24°
Accumulated impairment of goodw — (15,766 — (3,849 (19,61)
31,40 — 1,09¢ 137 32,63¢
Changes due to foreign currency exchange rate
fluctuations — — 15¢ — 15¢
Balance as of December 31, 2010
Goodwill 31,40 15,76¢ 1,25¢ 3,98: 52,40¢
Accumulated impairment of goodw — (15,766 — (3,849 (19,617
31,40 — 1,25¢ 137 32,79«
Changes due to foreign currency exchange rate
fluctuations — — 14¢€ — 14€
Balance as of June 30, 201
Goodwill 31,40 15,76¢ 1,40( 3,98: 52,55!
Accumulated impairment of goodw — (15,766 — (3,849 (19,61)
$31,40: $ — $ 1,40C $ 137 $ 32,94(
Intangible assets as of June 30, 2011 and Dece3ih@010 are as follows:
June 30, December 31
2011 2010
Covenant-not-to-compete $ 1,50¢ $ 1,50¢
Accumulated amortizatio (1,499 (1,464
$ 1 $ 44

9. Income Taxes

The Company determined its income tax prowisay the six months ended June 30, 2011 by estignés 2011 effective annual tax rate.
This is a change from how the Company determireh@ome tax provision/(benefit) in each of therntgrdy reporting periods in 2010. In
each of the quarterly reporting periods, the Corgmanuld not reliably estimate its 2010 effectivanaal tax rate because small changes in
annual estimated income before provision for caxf@mcome taxes (pre-tax results) could have regraficant impact on our annual
estimated effective tax rate. Accordingly, in 2Qh6 Company calculated its effective tax rate basepre-tax results through the six months
ended June 30, 2010. The 2010 annual effectiveataxas of the year ended December 31, 2010 w3 (33

The Company recorded a provision for corpoirateme taxes of $601 for the six months ended 30n2011 compared to a benefit of
$2,466 for the six months ended June 30, 2010.Cidmepany’s effective tax rate was 35% in the six therended June 30, 2011 compared to
(61)% in the six months ended June 30, 2010. Thag2ay’s provision includes a
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discrete benefit of $2,096 for the $4,865 loss xiimguishment of debt and $549 of discrete changéise three months ended June 30, 2011
that primarily relate to the adjustment of estindgteisdictional tax rates in effect in 2011. Theected benefits from the CompasyCaptive
Insurance arrangement adjusted the Company’s e#éetzix rate on the Company’s pre-tax income insittenonths ended June 30, 2011
from 45% to 35% and changed the Company’s effettixeate on the pre-tax loss for the six monthdednJune 30, 2010 from (44)% to
(61)%.

As of June 30, 2011, $751 represents the atafwmrecognized tax benefits that, if recogniaeduld affect the Company’s effective tax
rate in 2011. Such amount could be realized byCivpany since the income tax returns may no lohgesubject to audit during 2011.

The Company recognizes both interest accreleadied to unrecognized tax benefits and penali@scome tax expense, if deemed
applicable. As of June 30, 2011, the amount accfoeithterest was $223.

The Company files Federal income tax retuarfereign jurisdiction return and multiple stateldocal jurisdiction tax returns. The Internal
Revenue Service (“IRS”) examined the Company’s 22086, 2007, 2008 and 2009 Federal income taxmeiand concluded those audits
with no findings. The Company is no longer subjectxaminations of its Federal income tax retumnghie IRS for the years 2009 and prior.
The following state and local jurisdictions areremtly examining the Company’s respective retuongiie years indicated: New York State
(2006, 2007), New York City (2006, 2007, 2008), &uhnecticut (2007, 2008). The Company has not beéfied of any findings regardir
any of these examinations.

As of June 30, 2011, the Company has net defeax assets of $40,863. Quarterly, the Compasgsses the weight of all available
positive and negative evidence to determine whetteenet deferred tax asset is realizable. In 20&@@ompany incurred a slight loss, but
returned to profitability in Q1 2011 and in Q2 20&ten excluding discrete events. The Company hserigally been a taxpayer and expects
that it will be in a three year cumulative inconsition, excluding non-recurring items, as of Debem31, 2011. In addition, the Company,
based on recent trends, projects improved perfocmand future income sufficient to realize the defi tax assets during the periods when
the temporary tax deductible differences reverte. Company has Federal and state net operatingdogsforwards which the Company
believes will be realized within the available gaforward period, except for a small operating loasy-forward in Rhode Island due to the
short carry-forward period in that state. Accordynghe Company concluded that it is more likelgrimot that the deferred tax assets will be
realized. If actual results do not meet the Comjsafoyecasts and the Company incurs lower than &epleincome or losses in 2011, then a
valuation allowance against the deferred tax assajsbe required in the future. In addition, wikteption of the deductions related to the
Company'’s captive insurance for state taxes, sa@ble income has been and is projected to beaime as Federal. Because the Company
expects the captive insurance company to be dise@d in 2012, the assessment of the realizalufithe state deferred tax assets is
consistent with the Federal tax analysis above.stae net deferred tax asset balance as of Jyrg®20 is $21,066.

In connection with the redemption of the Sem@scount Notes in May 2011, the Company will ieala $63,063 accreted interest
deduction on its 2011 Federal tax return. The Caomjeelieves that this benefit, in conjunction witle additional 100% bonus depreciation
deduction available in 2011 and 2012 and the exjXIOL carry-forward from 2010, will result in nagh taxes paid to the Federal
government until 2013.

10. Contingencies

On or about March 1, 2005, in an action stfBadah Cruz, et al v. Town Sports International/afew York Sports Clulplaintiffs
commenced a purported class action against TSI, ibltie Supreme Court, New York County, seekingaithpvages and alleging that TSI,
LLC violated various overtime provisions of the N&erk State Labor Law with respect to the paymdmnwages to certain trainers and
assistant fitness managers. On or about June 08, &t same plaintiffs commenced a second pumbetéss action against TSI, LLC in the
Supreme Court of the State of New York, New Yorlkufty, seeking unpaid wages and alleging that TEC kiolated various wage payment
and overtime provisions of the New York State Labaw with respect to the payment of wages to alvN@rk purported hourly employees.
On September 17, 2010, TSI, LLC made motions tmidis the class action allegations of both lawdoitplaintiffs’ failure to timely file
motions to certify the class actions. Oral argunmnthe motions occurred on November 10, 2010. dsitan is still pending. While it is not
possible to estimate the likelihood of an unfavtealutcome or a range of loss in the case of aavaméible outcome to TSI, LLC at this tin
in the event of such an outcome, the Company istémdontest these cases vigorously. Depending thioultimate outcome, these matters
may have a material adverse effect on TSI, LLC@ i@ Company’s consolidated results of operationsash flows.

On September 22, 2009, in an action stfledn Sports International, LLC v. Ajilon Solutigres division of Ajilon
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Professional Staffing LLC (Supreme Court of thet&teEf New York, New York County, 602911-09), TSLC brought an action in the
Supreme Court of the State of New York, New Yorku@ty, against Ajilon for breach of contract, corsien and replevin, seeking, among
other things, money damages against Ajilon for thes its agreement to design and deliver to T&C la new sports club enterprise
management system known as GIMS, including failingrovide copies of the computer source code evritor GIMS, related
documentation, properly identified requirementsutoents and other property owned and licensed byIlSI. Subsequently, on October
2009, Ajilon brought a counterclaim against TSIQ hlleging breach of contract, alleging, among othimgs, failure to pay outstanding
invoices in the amount of $2,900. On March 3, 2(4jilon amended its counterclaims to include clafimsbreach of contract and unjust
enrichment. On March 7, 2011, TSI amended its camphgainst Ajilon to add new allegations androkfor fraudulent inducement,
negligent misrepresentation, fraud, and breachefrplied covenant of good faith and fair dealftie “additional claims”). On March 28,
2011, Ajilon moved to dismiss the additional claim$I prepared its opposition and the motion i$ génding. Subsequently, Ajilon amenc
its complaint to include a claim for unspecifiedlaitnal damages for work allegedly performed by af its subcontractors. Other than the
pending dismissal motion, the litigation is curigmn the discovery phase. We believe at this ttheelikelihood of an unfavorable outcome is
not probable. TSI, LLC intends to prosecute vigaetgits claims against Ajilon and defend againstofyjs counterclaims.

On February 7, 2007, in an action stWihite Plains Plaza Realty, LLC v. TSI, LLC et,dhe landlord of one of TSI, LLGformer healtl
and fitness clubs filed a lawsuit in state coudiagt it and two of its health club subsidiaridegihg, among other things, breach of lease in
connection with the decision to close the club tedan a building owned by the plaintiff and leased subsidiary of TSI, LLC, and take
additional space in the nearby facility leased hgther subsidiary of TSI, LLC. The trial court grash the landlord damages against its tenant
in the amount of approximately $700, including rete and costs (“Initial Award”). TSI, LLC was hetlal be jointly liable with the tenant for
the amount of approximately $488, under a limitadrgntee of the tenant’s lease obligations. Theldad subsequently appealed the trial
court’s award of damages, and on December 21, 2B0&@ppellate court reversed, in part, the tairts decision and ordered the case
remanded to the trial court for an assessmentdifiadal damages, of approximately $750 plus irgeeand costs (the “Additional Award”).
On February 7, 2011, the landlord moved for re-avgnt of the appellate court’s decision, seekingtamfichl damages plus attorneyees. Or
April 8, 2011, the appellate court denied the landls motion. The Additional Award has not yet begrered as a judgment. TSI, LLC does
not believe it is probable that TSI, LLC or anyitsfsubsidiaries will be held liable to pay for eayount of the Additional Award. Separately,
TSI, LLC is party to an agreement with a third-gateveloper, which by its terms provides indemaaificn for the full amount of any liability
of any nature arising out of the lease described@hincluding attorneydees incurred to enforce the indemnity. In conmectvith the Initial
Award (and in furtherance of the indemnificatiomesgment), TSI, LLC and the developer have entargdan agreement pursuant to which
the developer has agreed to pay the amount ofitial lAward in installments over time. The indeffication agreement will cover the
Additional Award as and if entered by the court.

In addition to the litigation discussed abowe,are involved in various other lawsuits, claignsl proceedings incidental to the ordinary
course of business, including personal injury amgleyee relations claims. The results of litigatame inherently unpredictable. Any claims
against us, whether meritorious or not, could beetconsuming, result in costly litigation, requsignificant amounts of management time
and result in diversion of significant resourcelse Tesults of these other lawsuits, claims andgadings cannot be predicted with certainty.

11. Subsequent Event

As stated in Note 3 — Long-term debt, our tartding longterm debt as of June 30, 2011, is attributablééd2011 Senior Credit Facilit
which contains variable interest rates. On JulgQ1,1, the Company entered into an interest rat@ swangement which effectively
converted one-half, or $150,000, of our variabke-debt based on one-month LIBOR to a fixed rate. #83%, or a total fixed rate of
7.483%, on this $150,000 when including the apple®.50% margin. These swaps mature on July 13}.28s permitted by FASB
Codification 815Derivatives and Hedgingwe have designated this swap as a cash flow héugeffects of which will be reflected in the
Company'’s condensed consolidated financial state&syanof and for the three and nine months endapgegnber 30, 2011. The objective of
this hedge is to manage the variability of castvflan the interest payments related to the ponicie variable-rate debt designated as being
hedged.
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Item 2. Management’s Discussion and Analysis of Financiab@dition & Results of Operations
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” refer to Town Sports International, LLC, ouhally-owned operating subsidiary.

Based on the number of clubs, we are oneeofetiding owners and operators of fithess clulbsérNortheast and Mid-Atlantic regions of
the United States and one of the largest fithads aners and operators in the United States. Asioé 30, 2011, the Company, through its
subsidiaries, operated 158 fitness clubs. Thedmsdallectively served approximately 517,000 mermspieicluding 31,000 members under
new restricted student and teacher membershipEJasme 30, 2011. We are the largest fitness clubeowand operator in Manhattan with 37
locations (more than twice as many as our neaoespetitor) and owned and operated a total of 10bscunder the “New York Sports Clubs”
brand name within a 120-mile radius of New YorkyGits of June 30, 2011. We owned and operated 25 aiuthe Boston region under our
“Boston Sports Clubs” brand name, 18 clubs (twavbich are partly-owned) in the Washington, D.C.ioeginder our “Washington Sports
Clubs” brand name and six clubs in the Philadelpbggon under our “Philadelphia Sports Clubsdnd name as of June 30, 2011. In addi
we owned and operated three clubs in Switzerlaraf dsne 30, 2011. We employ localized brand naimresur clubs to create an image and
atmosphere consistent with the local communitytarfdster recognition as a local network of qualityess clubs rather than a national
chain.

We develop clusters of clubs to serve dengepulated major metropolitan regions and we sersimd populations by clustering clubs
near the highest concentrations of our target ausis’ areas of both employment and residence. Dbs@re located for maximum
convenience to our members in urban or suburbasactose to transportation hubs or office or reeters. The majority of our members is
between the ages of 21 and 60 and has an annoahénaf between $50,000 and $150,000. We believahtsa‘mid-value” segment of the
market is not only the broadest but also the segjmith the greatest growth opportunities. Our gedb be the most recognized health club
network in each of the four major metropolitan e that we serve. We believe that our strategustering clubs provides significant
benefits to our members and allows us to achiewatesfic operating advantages. In each of our market have developed clusters by
initially opening or acquiring clubs located in tre central urban markets of the region and branching out from these urban centers to
suburbs and neighboring communities.

Revenue and operating expenses
We have two principal sources of revenue:

* Membership revenu©ur largest sources of revenue are dues and jofaggpaid by our members. These dues and feesicathp
78.7% of our total revenue for the six months entlete 30, 2011. We recognize revenue from memigedshas in the month when
the services are rendered. Approximately 96% ofmroambers pay their monthly dues by Electronic Furdsisfer, or EFT, while tt
balance is paid annually in advance. We recogr@zerue from joining fees over the expected avelitegef the membershig

» Ancillary club revenueFor the six months ended June 30, 2011, we genkt&t8% of our revenue from personal training asd6
of our revenue from other ancillary programs amises consisting of programming for children, godiiness training and other
member activities, as well as sales of miscellasesports product:

In addition, we receive revenue (approximafeB26 of our total revenue for the six months endieae 30, 2011) from the rental of space
in our facilities to operators who offer wellnesdated offerings, such as physical therapy anajbars. In addition, we sell in-club
advertising and sponsorships and generate managéasrfrom certain club facilities that we do mdtolly own. We refer to this revenue as
Fees and Other revenue.

Our performance is dependent on our abilitgdotinually attract and retain members at our £lWde experience attrition at our clubs and
must attract new members to maintain our membegsiiprevenue levels. In the three months ended 32011, our monthly average
attrition rate was 3.2% compared to 3.3% in the¢hmonths ended June 30, 2010.

Our operating and selling expenses are coegpi$ both fixed and variable costs. Fixed costfuitke club and supervisory and other sa
and related expenses, occupancy costs, includirsg ef@ments of rent, utilities, housekeeping and
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contracted maintenance expenses, as well as dafioeciVariable costs are primarily related to pdlyaissociated with ancillary club reven:
membership sales compensation, advertising, cddaility maintenance, and club supplies.

General and administrative expenses includésaelating to our centralized support functiaugsh as accounting, insurance, information
and communication systems, purchasing, membeiagesatiegal and consulting fees and real estateldpment expenses. Payroll and relz
expenses are included in a separate line itemendhdensed consolidated statement of operati@har@mot included in general and
administrative expenses.

As clubs mature and increase their membeisige, fixed costs are typically spread over areaming revenue base and operating mai
tend to improve. Conversely, when our membershge lakeclines, our operating margins are negativebacted. As of June 30, 2011, all of
our clubs have been open over 24 months. Incréages membership base have increased our openaiamgins in 2011 compared to 2010.

As of June 30, 2011, 156 of the existing melubs were whollpwned by us and our condensed consolidated finkstaiiments incluc
the operating results of all such clubs. Two clbg/ashington, D.C. were partly-owned and operateds, with our profit sharing
percentages approximating 20% (after priority disttions) and 45%, respectively, and are treatashasnsolidated affiliates for which we
apply the equity method of accounting. In additiae, provide management services at four fitnedssclocated in colleges and universitie
which we have no equity interest.

Restricted Memberships

As part of our efforts to drive member salesipril 2010 we began offering a new, favorablyepd, restricted-use month-to-month
membership available to students and in April 204 also began offering this restricted memberthigachers, which is expected to run
through the end of the summer. In years prior tb02@ve offered a three-month summer membershigtadgat students generally priced at
$199.00 for the entire summer. The new membershgpmonth-to-month membership with dues ranging f$20.00 to $29.00 per month
with $138.00 in joining fees at the time of enrcdimi. As of June 30, 2011, we had approximately@®1r@stricted student/teacher members.

Historical Club Count

The following table sets forth the changes in dub@ount during each of the quarters in 2010 falleyear 2010 and the first and second
quarters of 2011.

2010 2011
Q1 Q2 Q3 Q4 Full-Year Q1 Q2
Wholly owned clubs operated at beginning of pe 15¢ 15¢ 15¢ 15¢ 15¢ 15¢ 157
Clubs closed, relocated or merg — — (1) — (1) (1) (1)
Wholly owned clubs at end of peri 15¢ 15¢ 15¢ 15¢ 15¢ 157 15€
Total clubs operated at end of period 161 161 16C 16C 16C 15¢ 15¢

(1) Includes wholly-owned and parttywned clubs. In addition to the above, during aligpds presented, we managed four university f§
clubs in which we did not have an equity inter

15




Table of Contents

Comparable Club Revenue

We define comparable club revenue as revenimse clubs that were operated by us for oven@@ths and comparable club revenue
increases and decreases as revenue for the 13th arwhthereafter as applicable as compared tsaime period of the prior year.

Key determinants of the comparable club reednareases (decreases) shown in the table belweav memberships, member retention
rates, pricing and ancillary revenue.

2010

Three months ended March 31, 2( (6.0%
Three months ended June 30, 2 (4.2%
Three months ended September 30, 2 (5.0%
Three months ended December 31, 2 1.7%
2011

Three months ended March 31, 2( (0.5)%
Three months ended June 30, 2 1.5%

As shown above, comparable club revenue deesdaave been lessening throughout the year englgehiber 31, 2010 and in the first
quarter of 2011 and began to increase in the segoader of 2011. We expect continued modest imgmants in comparable club revenu
the second half of the year ending December 311.201
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Results of Operations

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

Revenue

Operating expense
Payroll and relate
Club operating
General and administratiy
Depreciation and amortizatic
Impairment of fixed asse

Operating incom:

Loss on extinguishment of de

Interest expens

Interest incomt

Equity in the earnings of investees and rentalrime
(Loss) income before provision for corporate incdaees
Provision (benefit) for corporate income ta:

Net (loss) incomi

Three Months Ended

June 30,

2011 2010
100.(% 100.(%
38.1 41.4
36.7 37.2
5.2 54
11.1 11.4

2.4
91.1 97.€
8.6 2.1
4.1 —
5.6 4.4
(0.5 (0.4
(0.9) (1.9
— 1.2
(0.9% (0.7%

Revenue (in thousands) was comprised of the follomg for the periods indicated:

Three Months Ended June 30,

Six Months Ended

June 30,

2011 2010
100.(% 100.(%
38.t 41.3
37.2 37.1
5.8 6.5
11.1 11.t
— 14
92.€ 97.¢
74 2.2
2.C —
5.2 4.4
(0.5) (0.E)
0.7 (1.7)
0.2 (1.0)

0.5% (0.79)%

2011 2010
Revenue % Revenue Revenue % Revenue

Membership due $ 91,40¢ 77.2% $ 91,98 78.2%
Joining fee: 1,53¢ 1.2% 2,432 2.1%
Membership revenu 92,94 78.€% 94,41¢ 80.4%
Personal training revent 16,70¢ 14.1% 15,58: 13.2%
Other ancillary club revent 7,53¢ 6.4% 6,171 5.3%
Ancillary club revenue 24,24 20.5% 21,75: 18.5%
Fees and other reven 1,10¢ 0.9% 1,264 1.1%
Total revenue $118,28! 100.(% $117,43¢ 100.(%

Revenue increased 0.7% in the three monthsdeiuhe 30, 2011 compared to the three months ehhed30, 2010.

Joining fees collected in the three monthsedntiine 30, 2011 were $3.5 million compared to #8l#n in the same period in 2010.
However, since joining fees revenue is recognizaedt the estimated average membership life, joifiéegrevenue decreased in the three
months ended June 30, 2011 due to the declinénimgpfees collected in 2009 and early 2010 retativfees collected in prior periods.

% Variance

(0.6)%
(36.9%
(1.6)%

7.2%

22.1%
11.4%
(13.0%
0.7%

Personal training revenue increased 7.2% pifiyrdue to increased member interest and percdivgdovements in consumer confidence

levels.
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Other ancillary club revenue improved 22.1%hia three months ended June 30, 2011 comparéé &ame period in the prior year due to
management focus and increased interest in outt gnaaip training programs.

Comparable club revenue increased 1.5% ithttee months ended June 30, 2011 compared toréee inonths ended June 30, 2010.
Increases in membership levels accounted for 2 ad4racreases in ancillary club revenue accounted f%. These increases were offset by

decreases in the pricing of club memberships 2.5

Operating expenses (in thousands) were comprised tbfe following for the periods indicated:

Three Months Ended June 30

2011 2010 % Variance
Payroll and relate $ 45,10: $ 48,60: (7.2%
Club operating 43,38¢ 43,80: (1.0%
General and administrati 6,09¢ 6,292 (3.)%
Depreciation and amortizatic 13,18¢ 13,401 (1.7%
Impairment of fixed asse — 2,86t (100.0%
Operating expenst $107,76° $114,97: (6.9%

Operating expenses for the three months eddee 30, 2011 were slightly impacted by a 1.7%ehes® in the total months of club
operation from 477 to 469, the effects of whichiatuded in the additional descriptions of chanigesperating expenses below.

Payroll and related This change was primarily impacted by the follogi

» Payroll related to our membership consultantsedeed $1.5 million. The amount of membership ctasucommissions deferred
over the prior two years had been declining withdecline in joining fees collected. We limit theaunt of payroll costs that we
defer to the amount of joining fees collected. Tesulted in a decrease in membership consultaninissions expensed in the three
months ended June 30, 2011 relating to deferréddkeshed in prior periods. Also contributing tastklecrease was an increase in the
amount of payroll costs deferred in the three meetihded June 30, 2011 compared to the three mentlesl June 30, 2010 as

joining fees collected increase

» Payroll related to club staffing, excluding memdbgp consultants, decreased $1.7 million fronfistgfefficiencies realized in the
three months ended June 30, 2011 compared to e seriod in 201C

» Payroll related to club and overhead bonuses iseck&495,000 due to exceeding our budgeted perfaenalan

As a percentage of total revenue, payroll @fated expenses decreased to 38.1% in the threthenended June 30, 2011 from 41.4% in
the three months ended June 30, 2010.

Club operating This change was primarily impacted by the follogzi
» Utilities expense decreased $746,C
» Facilities repairs and maintenance decreased $8@+
« Partially offsetting these decreases was an inergagccupancy related expenses of $851,

As a percentage of total revenue, club opegadkpenses decreased to 36.7% in the three mendesl June 30, 2011 from 37.3% in three
months ended June 30, 2010.

General and administrativeln the three months ended June 30, 2011 compaithe three months ended June 30, 2010, geneatal an
administrative expenses remained relatively flat.

As a percentage of total revenue, generabanuinistrative expenses decreased to 5.2% in the thonths ended June 30, 2011 from
5.4% in three months ended June 30, 2010.
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Depreciation and amortizationin the three months ended June 30, 2011 compaurtbe three months ended June 30, 2010, depratiati
and amortization decreased due to the closingre&tblubs subsequent to June 30, 2010. In additiadhe year ended December 31, 2010
recorded fixed asset impairment charges, decreéisingalance of fixed assets to be depreciatdukithree months ended June 30, 2011.

As a percentage of total revenue, depreciai@hamortization expenses were 11.1% in the tin@ehs ended June 30, 2011 and three
months ended June 30, 2010.

Impairment of fixed assetdn the three months ended June 30, 2010, wededdixed asset impairment charges totaling $2|Bom;j
representing $1.2 million of fixed assets at anaupdrforming club and $1.7 million related to thenmed closure of one club prior to its le
expiration date. There were no fixed asset impaitrabarges recorded in the three months ended3yrz011.

Loss on extinguishment of debt

For the three months ended June 30, 2011plvextinguishment of debt was $4.9 million. Thegareds from the 2011 Senior Credit
Facility obtained on May 11, 2011 were used to yepa remaining outstanding principal amount of 2007 Senior Credit Facility of
$164.0 million and the remaining outstanding ppatiamount of the Senior Discount Notes of $138mi5on. We incurred $2.5 million of
call premium on the Senior Discount Notes togettién the write-off of $2.4 million of net deferrdohancing costs related to the debt
extinguishment. There were no such costs in treethronths ended June 30, 2010.

Interest expense

In the three months ended June 30, 2011 cardgarthe three months ended June 30, 2010, ihexpsense increased due to refinancing
of our debt on May 11, 2011. Pursuant to the tesfrike indenture governing the Senior Discount N@ted in connection with the retirement
of these notes, we paid an additional $1.3 milbdbmterest, representing the 30 day notificatienigd requirement.

Provision (Benefit) for Corporate Income Taxes

We determined our income tax provision forttimee months ended June 30, 2011 by estimatir@pits effective annual tax rate. This is a
change from how we determined its income tax promigbenefit) in each of the quarterly reportingipés in 2010. In each of the quarterly
reporting periods, we could not reliably estim&se2i010 effective annual tax rate because smafigdmin annual estimated income before
provision for corporate income taxes (pre-tax res$would have had a significant impact on our ahestimated effective tax rate.
Accordingly, in 2010 we calculated our effectiv& tate based on pre-tax results in the six montidee June 30, 2010. The annual effective
tax rate for the year ended December 31, 2010 82)44;

We recorded a provision for corporate incomes of $72,000 for the three months ended Jun203, compared to a benefit of
$1.4 million for the three months ended June 3Q02@ur effective tax rate was 21% in the three tim®ended June 30, 2011 compared to
(63)% in the six months ended June 30, 2010. Cavigion includes a discrete benefit of $2.1 millfon the $4.9 million loss on
extinguishment of debt and $0.5 million of discrearges in the three months ended June 30, 2@1 primarily relate to the adjustment of
estimated jurisdictional tax rates in effect in 20The expected benefits from our captive insuramcangement changed our effective tax
on our pre-tax income in the three months ended 3002011 from 31% to 21% and changed our effedtix rate on the pre-tax loss for the
three months ended June 30, 2010 from (46)% t®468)e expect the captive insurance company to $odtinued in 2012. In 2012, we
expect our effective tax rate to approximate 43%.
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Revenue (in thousands) was comprised of the follomg for the periods indicated:

Six Months Ended June 30

2011 2010
Revenue % Revenue Revenue % Revenue % Variance
Membership due $182,00¢ 77.5% $184,79¢ 78.€% (1.5%
Joining fee: 2,981 1.2% 4,45¢ 1.S% (33.1%
Membership revenu 184,98 78.1% 189,25. 80.5% (2.3)%
Personal training revent 32,40( 13.8% 30,38: 12.% 6.€%
Other ancillary club revent 15,38¢ 6.5% 13,13¢ 5.€% 17.2%
Ancillary club revenue 47,78¢ 20.2% 43,51t 18.5% 9.8%
Fees and other reven 2,213 1.C% 2,42¢ 1.C% (8.9%
Total revenus $234,99( 100.(% $235,19! 100.(% (0.1)%

Revenue decreased 0.1% in the six months ehdes 30, 2011 compared to the six months endexl 3ur2010.

Joining fees collected in the six months endlate 30, 2011 were $6.4 million compared to $ZIBomin the same period in 2010.
However, since joining fees revenue are recognized estimated average member life, joining feenee decreased due to the decline in
joining fees collected in 2010 relative to feedexdked in prior periods

Personal training revenue increased 6.6% pilyrdue to increased member interest and percdiwpdovements in consumer confidence
levels.

Other ancillary club revenue improved 17.2%hi& six months ended June 30, 2011 compared tathe period in the prior year due to
focused attention and increased interest in outlgr@up training programs.

Comparable club revenue increased 0.6%héosix months ended June 30, 2011 comparecetsixhmonths ended June 30, 2010. Of
this 0.6% increase, 1.9% was due to an increaseimbership and 1.4% was due to an increase inanyatlub revenue, initiation fees and
other revenue. These increases were partly offsatd7% decrease in price.

Operating expenses (in thousands) were comprised thfe following for the periods indicated:

Six Months Ended June 30,

2011 2010 % Variance
Payroll and relate $ 90,35 $ 97,11¢ (7.0%
Club operating 87,487 87,27: 0.2%
General and administrati 13,51¢ 15,23 (11.3%
Depreciation and amortizatic 26,18’ 27,06 (3.2%
Impairment of fixed asse — 3,254 (100.0%
Operating expenst $217,54: $229,93: (5.4%

Operating expenses for the six months ended 30, 2011 were impacted by a 1.2% decrease itotilemonths of club operation from
954 to 943, the effects of which are included im éldlditional descriptions of changes in operatiqmeases below.

Payroll and related This change was primarily impacted by the follogi

» Payroll related to our membership consultantsedesed $3.3 million. The amount of membership citersucommissions deferred over
the prior two years had been declining with ourlideadn joining fees collected. We limit the amowrfitpayroll costs that we defer to the
amount of joining fees collected. This resulte@ idecrease i
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membership consultant commissions expenstteisix months ended June 30, 2011 relating terd$ established in prior periods.
Also contributing to this decrease was an incréasiee amount of payroll costs deferred in thembnths ended June 30, 2011
compared to the six months ended June 30, 201dlrdasg fees collected increase

»  Payroll related to club staffing, excluding memdbgp consultants, decreased $2.9 million fromfistgfefficiencies realized in the six
months ended June 30, 2011 to the same periodli®.

» Payroll related to severance decreased $1.1 millitaied to employee reductions in the six montited June 30, 201
» Payroll related to club and overhead bonuses isece&825,000 due to our year to date 2011 perfarenexceeding our targe

As a percentage of total revenue, payroll @fated expenses decreased to 38.5% in the sixmentded June 30, 2011 from 41.3% in the
six months ended June 30, 2010.

Club operating This change was primarily impacted by the follogui

» Advertising expenses decreased $941,000 in xheaenths ended June 30, 2011 compared with the panm last year due to
efforts to spend more productively and adjustirgfticus toward media advertising beginning in #epad half of 201(

« Utilities decreased $528,0C
« Partially offsetting these decreases was an iner@asccupancy related expenses of $1.7 mill

As a percentage of total revenue, club opsgadkpenses slightly increased to 37.2% in thengirths ended June 30, 2011 from 37.1% in
the six months ended June 30, 2010.

General and administrativeThe decrease in general and administrative exsefios the six months ended June 30, 2011 when adp
to the six months ended June 30, 2010 was attbbuta decreases in general liability insurancesesp due to further reduction in claims
activity and therefore a reduction of claims ressrand decreases in legal and related fees fauslitigations. In addition, in the six months
ended June 30, 2010, we incurred costs relatede@mdarship conference, which was not held in 2011.

As a percentage of total revenue, generakanainistrative expenses decreased to 5.8% in xhmainths ended June 30, 2011 from 6.5%
in the six months ended June 30, 2010.

Depreciation and amortizationin the six months ended June 30, 2011 compar#tetsix months ended June 30, 2010, depreciatidn a
amortization decreased due to the closing of thhaes subsequent to June 30, 2010. In additiothéryear ended December 31, 2010, we
recorded fixed asset impairment charges, decreéisingalance of fixed assets to be depreciatdukisik months ended June 30, 2011.

As a percentage of total revenue, depreciaimhamortization expenses decreased to 11.1% isitmonths ended June 30, 2011 from
11.5% in six months ended June 30, 2010.

Impairment of fixed assetdn the six months ended June 30, 2010, we reddided asset impairment charges totaling $3.3iom]l
representing $1.6 million of fixed assets at threderperforming clubs and $1.7 million relatedhe planned closure of one club prior to
lease expiration date. There were no such changdb®isix months ended June 30, 2011.

Loss on extinguishment of debt

For the six months ended June 30, 2011, Insxtinguishment of debt was $4.9 million. The s from the 2011 Senior Credit
Facility obtained on May 11, 2011 were used to yepa remaining outstanding principal amount of 2007 Senior Credit Facility of
$164.0 million and the remaining outstanding piatiamount of the Senior Discount Notes of $138Mlbon. We incurred $2.5 million of
call premium on the Senior Discount Notes togettié the write-off of $2.4 million of net deferrdohancing costs related to the debt
extinguishment. There were no such costs in thensimths ended June 30, 2010.
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Interest expense

In the six months ended June 30, 2011 compartte six months ended June 30, 2010, intergrstrese increased due to refinancing of
debt on May 11, 2011. Pursuant to the terms oirttienture governing the Senior Discount Notes antbinnection with the retirement of
these notes, we paid an additional $1.3 milliomtg#rest, representing the 30 day notification gérequirement.

Provision (Benefit) for Corporate Income Taxes

We determined its income tax provisiontfe six months ended June 30, 2011 by estim@srp11 effective annual tax rate. This |
change from how we determined its income tax promigbenefit) in each of the quarterly reportingipds in 2010. In each of the quarterly
reporting periods, we could not reliably estim&se2i010 effective annual tax rate because smafigdmin annual estimated income before
provision for corporate income taxes (pre-tax rs$would have had a significant impact on our ahestimated effective tax rate.
Accordingly, in 2010 we calculated its effective tate based on pre-tax results in the six montldeé June 30, 2010. The 2010 annual
effective tax rate as of the year ended Decembe2@0 was (33)%.

We recorded a provision for corporateome taxes of $601,000 for the six months ended 30n2011 compared to a benefit of
$2.5 million for the six months ended June 30, 2@0r effective tax rate was 35% in the six morghded June 30, 2011 compared to (61)%
in the six months ended June 30, 2010. Our pravisioludes a discrete benefit of $2.1 million foe t$4.9 million loss on extinguishment of
debt and $549,000 of discrete charges in Q2 thaigpily relate to the adjustment of estimated gidsonal tax rates in effect in 2011. The
expected benefits from our Captive Insurance aparant decreased our effective tax rate on ourgeésss in the six months ended June 30,
2011 and increased the benefit on the pre-tax iedanthe six months ended June 30, 2010.

As of June 30, 2011, we had net defetagdssets of $40.9 million. Quarterly, we asskssieight of all available positive and
negative evidence to determine whether the netdeféax asset is realizable. In 2010, we incuaatight loss, but returned to profitability
Q1 2011 and in Q2 2011 when excluding discrete tsveWe have historically been a taxpayer and esgbat it will be in a three year
cumulative income position, excluding non-recurritggns, as of December 31, 2011. In addition, vesgel on recent trends, projects
improved performance and future income sufficientgalize the deferred tax assets during the pesidten the temporary tax deductible
differences reverse. We have Federal and statepeeating loss carry-forwards which we believe Wwélrealized within the available carry-
forward period, except for a small operating loasyeforward in Rhode Island due to the short céoryvard period in that state. According
we concluded that it is more likely than not the tleferred tax assets will be realized. If actesllts do not meet our forecasts and we incur
lower than expected income or losses in 2011, ghemuation allowance against the deferred taxtassay be required in the future. In
addition, with exception of the deductions rela@dur captive insurance for state taxes, sta@bi@xncome has been and is projected to be
the same as Federal. Because we expect the caivance company to be discontinued in 2012, skesssment of the realizability of the
state deferred tax assets is consistent with tderaétax analysis above. We expect the captiveramee company to be discontinued in 2(

In 2012, we expect our effective tax rate to appnate 43%.

In connection with the redemption of 8enior Discount Notes in May 2011, we will real&&63.1 million accreted interest deduction
on our 2011 Federal tax return. We believe that ltleinefit, in conjunction with the additional 100%nus depreciation deduction available in
2011 and 2012 and the existing NOL carry-forwaoirfr2010, will result in no cash taxes paid to teddtal government until 2013.

Liquidity and Capital Resources

Historically, we have satisfied our lidity needs through cash generated from operatiodvarious borrowing arrangements. Princ
liquidity needs have included the acquisition ardedopment of new clubs, debt service requiremandsother capital expenditures neces
to upgrade, expand and renovate existing clubsb®lleve that we can satisfy our current and lorigan debt obligations and capital
expenditure requirements primarily with cash floanfi operations and our borrowing arrangementstftaast the next 12 months, although
there can be no assurance that such actions aaill be completed.

Operating ActivitiesNet cash provided by operating activities for thensonths ended June 30, 2011 increased 19.09G.6rrillion
compared to the six months ended June 30, 2016.iftriease was partially related to the increaswanall

22




Table of Contents

earnings. In the six months ended June 30, 20¥ltalthe timing of payments, prepaid rent decre&&@ million, while in the six months
ended June 30, 2010 there was no cash flow eféated to prepaid rent. The effect of the chang#efierred revenue and deferred
membership costs increased cash $1.4 million imtggegate compared to the six months ended Jyr2930 from the increase in joining
fees collected. In addition, income tax refunds,afeash paid for income taxes, increased $4.0amiin the six months ended June 30, 2(
compared to the same period in 2010. Cash paidhtrest increased $7.4 million, partially offsegtithe cash increases. Cash paid for int
increased principally because the interest paidwrSenior Discount Notes was at the time of ouy &, 2011 debt refinancing, while in
2010, the semi-annual interest payment was not matilleAugust.

Investing ActivitiesNet cash used in investing activities increase8 #illion in the six months ended June 30, 2011 pared to the six
months ended June 30, 2010. Investing activitidmth six month periods consisted of expandingrambdeling existing clubs, and the
purchase of new fitness equipment. In the six moatided June 30, 2011, the Company also begamadtiwt on two clubs, which we
expect to open in the second half of the year. &lesre no future clubs under construction in tkeenths ended June 30, 2010. For the
year ending December 31, 2011, we estimate warwilist $29.0 million to $32.0 million in capital ganditures, which represents an incre
from $22.0 million of capital expenditures in 20This amount includes approximately $8.0 milliorated to the two planned club openings
in the second half of 2011, approximately $15.53iamilto continue to upgrade existing clubs and $dilion principally related to major
renovations at clubs with recent lease renewalsuggdading our in-club entertainment system netw@fk also expect to invest $2.0 million
to $3.0 million to enhance our management inforamatind communication systems. These expenditutebenunded by cash flow provide
by operations, available cash on hand and, toxtemeneeded, borrowings from our revolving créaldlity.

Financing ActivitiesNet cash used in financing activities increased Zaiillion for the six months ended June 30, 20drhpared to the
six months ended June 30, 2010. In the six momttiea June 30, 2011, we made principal paymentd4fidnillion on the 2007 Term Loan
Facility and in the six months ended June 30, 2@E0made principal payments of $925,000 thereonv@y 11, 2011, we refinanced our
long-term debt. In accordance with the refinancimg,repaid the remaining principal amounts of th@2Term Loan Facility of
$164.0 million and the Senior Discount Notes of &53million and received $297.0 million under th#.2 Term Loan Facility, net of the
original issue discount of $3.0 million. In connieatwith the refinancing, we paid $8.1 million ielat issuance costs.

As of June 30, 2011, we had $34.5 million adtt and cash equivalents. Financial instrumentgptitantially subject the Company to
concentrations of credit risk consist of cash aaghaequivalents. Although we deposit our cash mibhe than one financial institution, as of
June 30, 2011 approximately $15.1 million was fatldne financial institution. We have not experi&hany losses on cash and cash
equivalent accounts to date and we do not belieat based on the credit ratings of the aforempatidnstitutions, we are exposed to any
significant credit risk related to cash at thisdim

As of June 30, 2011, our total consolidatelot deas $296.3 million, net of an unamortized oraiissue discount of $2.9 million. This
substantial amount of debt could have significamsequences, including:

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

« limiting our ability to obtain additional finamag to fund future working capital, capital expendss, acquisitions of new clubs and other
general corporate requiremer

e requiring cash flow from operations for the paynef interest on our credit facility and our Seritiscount Notes and the payment of
principal pursuant to excess cash flow requiremantsreducing our ability to use our cash flowuod working capital, capital
expenditures, acquisitions of new clubs and gerwengdorate requirements; a

« limiting our flexibility in planning for, or reaatig to, changes in our business and the industishioh we operate
These limitations and consequences may placeais@npetitive disadvantage to other less-leverageatpetitors.
2011 Senior Credit Facility

On May 11, 2011, TSI, LLC entered into the 2&knior Credit Facility. The 2011 Senior Creditikiy consists of the 2011 Term Loan
Facility and the 2011 Revolving Loan Facility. TA@L1 Term Loan Facility was issued at an origisalie discount (“OID”) of 1.0% or
$3.0 million. The proceeds were used to pay off am® outstanding under the 2007 Senior Credit iBadib pay the redemption price for all
of our outstanding Senior Discount Notes, and torptated fees and
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expenses. None of the revolving facility was dragrof the closing date, but loans under the 20MbIRieg Loan Facility may be drawn
from time to time pursuant to the terms of the 28&hior Credit Facility. The 2011 Term Loan Fagifitatures on May 11, 2018, and the
2011 Revolving Loan Facility matures on May 11, @0Ihe borrowings under the 2011 Senior CreditlFgeire guaranteed and secured by
assets and pledges of capital stock by TSI, LLCthadvholly-owned domestic subsidiaries of TSI, LLC

The $3.0 million OID is recorded as a contadility to Long-Term debt on the accompanying Cemsed Consolidated Balance Sheet as
of June 30, 2011, and is being amortized as irtergrense using the effective interest method.Urfenortized balance of the OID as of
June 30, 2011 is $2.9 million.

As of June 30, 2011, there were no outstanadidl Revolving Loan Facility borrowings and outstimg letters of credit issued totaled
$9.5 million. The unutilized portion of the 2011 \Réving Loan Facility as of June 30, 2011 was $44ilion.

Borrowings under the 2011 Term Loan Facility TSI, LLC’s option, bear interest at either tlieniistrative agent’s base rate plus 4.5%
or its Eurodollar rate plus 5.5%, each as defimeithé 2011 Senior Credit Facility. The Eurodollat&has a floor of 1.50% and the base r
floor of 2.50% with respect to the outstanding Témans. As of June 30, 2011, the interest rate#@%. TSI, LLC is required to pay 0.25%
of principal, or $750 per quarter and repaid ppatiof $750 on June 30, 2011 accordingly. If, atheflast day of any fiscal quarter of TSI
Holdings (commencing with the fiscal quarter end8eptember 30, 2011), the senior secured levesdigeis greater than 2.75:1.00, TSI,
LLC is required to pay $3,750, or 1.25% of prin¢iges of June 30, 2011, TSI, LLC had a senior sedueverage ratio of 3.39:1.00 and TSI,
LLC will be required to make a principal payments&; 750 on September 30, 2011.

The terms of the 2011 Senior Credit Facilitgyide for financial covenants which require TSLQ to maintain a senior secured leverage
ratio, as defined, of no greater than 5.25:1.06fasine 30, 2011, with step-downs of 0.25 in eddh@next three quarters arriving at an
ultimate senior secured leverage ratio requireroAt50:1.00 or less effective March 31, 2012 drete¢after; an interest expense coverage
ratio of no less than 2.00:1.00; and a covenantithis capital expenditures to $40,000 for tharfquarters ending in any quarter during
which the senior secured leverage ratio is grahter 3.00:1.00 and to $50,000 for the four quageding in any quarter during which the
ratio is less than or equal to 3.00 to 1.00 buatgnethan 2.50:1.00. This covenant does not liagiital expenditures if the ratio is less than or
equal to 2.50:1.00. TSI, LLC was in compliance withse covenants as of June 30, 2011 with a seedwred leverage ratio of 3.39:1:00 and
an interest coverage ratio of 3.69:1.00.

TSI, LLC may prepay the 2011 Term Loaciktst and 2011 Revolving Loan Facility without pnéum or penalty in accordance with
the 2011 Senior Credit Facility, except that a pygpent premium of 2.0% is payable prior to May 2012 and a prepayment premium of
1.0% is payable from May 11, 2012 to May 11, 2(Mandatory prepayments are required in certain nigtances relating to cash flow in
excess of certain expenditures, asset sales, im=iracovery and incurrence of certain other dett. 2011 Senior Credit Facility contains
provisions that require excess cash flow paymestsiefined, to be applied against outstanding 2@t Loan Facility balances. The
applicable excess cash flow repayment percentaggpiged to the excess cash flow when determiriegekcess cash flow payment.
Earnings, changes in working capital and capitpkeexliture levels all impact the determination of arcess cash flows. The applicable
excess cash flow repayment percentage is 75% vileesenior secured leverage ratio exceeds 3.00:3000;when the senior secured
leverage ratio is greater than 2.50:1.00 but leas 8.00:1.00; 25% when the senior secured leverdiyeis greater than 2.00:1.00 but less
than 2.50:1.00 and 0% when the senior secureddgeantio is less than or equal to 2.00:1.00. Awuok 30, 2011, the 2011 Term Loan
Facility has a balance of $296.3 million, net a&f tmamortized OID.

Debt issuance costs related to the 2011 Sé&mexlit Facility were $8.1 million, of which, $7million is being amortized as interest
expense, and are included in “Other assets” imtitempanying Condensed Consolidated Balance St#eimortized loan costs of
$1.6 million related to the 2007 Senior Credit Fgcand the Senior Discount Notes and $777,0000sts related to the 2011 Senior Credit
Facility were written off in the three months endieshe 30, 2011 and are included in “Loss on extsignent of debt” in the accompanying
Condensed Consolidated Statements of Operations.

Repayment of 2007 Senior Credit Facili

Contemporaneously with entry into the 2011i&e@redit Facility, TSI, LLC repaid the outstangdiprincipal amount of the 2007 Term
Loan Facility of $164.0 million. The 2007 Term LoBacility was set to expire on the earlier of Feloy27, 2014, or August 1, 2013, if the
Senior Discount Notes were still outstanding. Theeee no outstanding amounts under the 2007 Rexgplvban Facility as of this date. The
2007 Term Loan Facility was redeemed for face valus accrued and unpaid interest of $447,000 eed ffelated to the letters of credit of
$27,000. The total cash paid in connection withrérdemption was $164.5 million as of May 11, 20ithwo early repayment penalty. We
determined that the 2011 Senior
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Credit Facility was not substantially different thiae 2007 Senior Credit facility for certain lerglbased on the less than 10% difference in
cash flows of the respective debt instruments. Ai@o of the transaction was therefore accounted$oa modification of the 2007 Senior
Credit Facility and a portion was accounted foaagxtinguishment. In the three months ended Jan2@L1, we recorded refinancing
charges of approximately $634,000, representingwvite-off of the remaining unamortized debt cagtieted to the 2007 Senior Credit
Facility, which is included in “Loss on extinguisknt of debt” in the accompanying Condensed Conztai Statements of Operations.

Redemption of Senior Discount Not

A portion of the proceeds from the 2011 Sefiedit Facility were also used to pay the remajmprincipal amount on the Senior Disco
Notes of $138.45 million plus a call premium of 3386 of the principal amount thereof totaling appmmately $2.5 million and accrue
interest of $5.5 million. The accrued interest unted interest through May 11, 2011 of $4.2 milliplus 30 days of additional interest of
$1.3 million, representing the interest chargertuthe 30 day notification period. We determineat the 2011 Senior Credit Facility was
substantially different than the Senior Discountééo In the three months ended June 30, 2011, we=eff unamortized deferred financing
costs of approximately $916,000 related to thenmgat®n of the Senior Discount Notes, which is imtgd in “Loss on extinguishment of debt”
in the accompanying Condensed Consolidated Statsroé@perations.

The aggregate long-term debt and operatirgglealigations as of June 30, 2011 were as follows:

Payments Due by Period (in thousands)

Less than After
Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years
Long-term debi $ 299,25( $ 15,00( $ 12,00( $ 6,00( $266,25(
Interest payments on lo-term debt (1 131,44! 20,55¢ 38,74 37,74¢ 34,39¢
Operating lease obligations ( 732,41 79,93¢ 152,53¢ 140,17- 359,76!
Total contractual obligatior $1,163,10! $115,49: $203,28: $183,92. $660,41.

Notes:
(1) Includes variable interest on the 2011 Term Loatilidausing the rate as of June 30, 2011 of 7.

(2) 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 includechdhe condensed consolidated balance sheet argdexicfrom the table above: income taxes
(including uncertain tax positions or benefitsgurance accruals and other accruals. We are uttabtgimate the timing of payments for
these items.

In recent years, we have typically operatetth @iworking capital deficit. We had a working dapdeficit of $35.4 million at June 30,
2011, as compared with $22.9 million at Decembe2B10. Major components of our working capitaliciebn the current liability side are
deferred revenues, accrued expenses (includingpguaithers, 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 exgseaind other current assets. Payments underhengutrent liability for deferred revenue
might not be held as cash and cash equivalentsnautbe used for the Company’s business needsiding financing and investing
commitments, which contributes to the working calpiteficit. The deferred revenue liability relatesdues and services paid-in-full in
advance and joining fees paid at the time of em@fit and totaled $41.2 million and $35.1 milliodabe 30, 2011 and December 31, 2010,
respectively. Joining fees received are deferredaanortized over the estimated average membeiighipfla club member. Since July 1,
2010, this estimated average membership life has B& months. Prepaid dues are generally realizedsoperiod of up to twelve months,
while fees for prepaid services normally are realinver a period of one to nine months. In perigdsn we increase the number of clubs
open and consequently increase the level of paysmenteived in advance, we anticipate that we wifitmue to have deferred revenue
balances at levels similar to or greater than tleoseently maintained. By contrast, any decreasdemand for our services or reductions in
joining fees collected would have the effect ofugidg deferred revenue balances, which would liketyuire us to rely more heavily on otl
sources of funding. The increase in joining feed aur cash balance has increased the working taitigit. In either case, a significant
portion of the deferred revenue is not expectarbtestitute a liability that must be funded with ltaat the time a member joins our club, we
incur enrollment costs, a portion of which are defé over 27 months. These costs are recordedoagderm asset and as such; do
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not offset the working capital deficit. We expeztrécord a working capital deficit in future persoaind, as in the past, will fund such deficit
using cash flows from operations and borrowingseuredir 2011 Senior Credit Facility or other crédltilities, which resources we believe
will be sufficient to cover such deficit.

Recent Changes in or Recently Issued Accounting Rmouncements

See Note 2 — Recent Accounting Changes tadhdensed consolidated financial statements inFiis 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 Exchangeft934, including, without limitation, statememégarding 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 the Company’s Annual Report on FA®AK for the fiscal year ended
December 31, 2010 and in our other reports andrdents filed with the SEC. These statements areesuty various risks and uncertainties,
many of which are outside our control, includinmaag others, the level of market demand for owrises, economic conditions affecting
Company’s business, the geographic concentratitimeo€ompany’s clubs, competitive pressure, thktybd achieve reductions in operating
costs and to continue to integrate acquisitiongirenmental matters, any security and privacy bineadnvolving customer data, the levels
and terms of the Company’s indebtedness, and sgemific factors discussed herein and in other 8liE@Qs by us (including our reports on
Forms 10-K and 10-Q filed with the SEC). We beliévat all forward-looking statements are basedeasonable assumptions when made;
however, we caution that it is impossible to preditual results or outcomes or the effects ofsisikicertainties or other factors on
anticipated results or outcomes and that, accorginge should not place undue reliance on thedersents. Forward-looking statements
speak only as of the date when made and we une@entakbligation to update these statements in bfbtibsequent events or developments.
Actual results may differ materially from anticipdtresults or outcomes discussed in any forwarkiihgostatement.
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Item 3. Quantitative and Qualitative Disclosures About MakRisk

Our debt consists of both fixed and variables and is therefore exposed to market riskstiegdfom interest rate fluctuations. We
regularly evaluate our exposure to these riskstakel measures to mitigate these risks on our claget! financial results. We do not
participate in speculative derivative trading.

Subsequent to our May 11, 2011 debt refinapand through June 30, 2011, we had $300.0 mitifosutstanding principal on the 2011
Term Loan Facility. Borrowings for the 2011 TermdroFacility are for one-month periods in the caseuwodollar borrowings. A 100 basis
point interest increase would not have affectedrast expense for the three and six month periodecJune 30, 2011 as this debt contains a
Eurodollar floor of 1.5%. As of June 30, 2011, vesl1$299.25 million outstanding on the 2011 TermriLBacility after our first principal
repayment of $750,000.

For additional information concerning the tsraf our 2011 Term Loan Facility, see Note 3 — Ldiegm Debt to the condensed
consolidated financial statements.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurédi/e maintain disclosure controls and proceduresifak term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangjeti#at are designed to provide reasonable asseithat the information required to be
disclosed by us in the reports filed or submittgdib under the Exchange Act is recorded, processeaimarized and reported within the time
periods specified in the SEC’s rules and formssurah information is accumulated and communicateddanagement, including the Chief
Executive Officer and the Chief Financial Officas, appropriate, to allow timely decisions regardieguired disclosure. Our disclosure
controls and procedures were designed to proviasoreable assurance of achieving their objectiveseiier, any controls and procedures, no
matter how well designed and operated, can prasidie reasonable assurances of achieving the desirgdols.

As of June 30, 2011, we carried out aadweation, under the supervision and with the pgoditon of our management, including the
Chief Executive Officer and the Chief Financial ioéf, of the effectiveness of the design and opmraif our disclosure controls and
procedures. Based upon that evaluation, our Chiet&tive Officer and Chief Financial Officer hawancluded that, as of June 30, 2011, our
disclosure controls and procedures were deterniméd effective at that reasonable assurance level.

Changes in Internal Control Over Financial Reportin There were no changes in our internal control dwancial reporting (as that
term is defined in Rules 13a-15(f) and 15d-15(Rlemthe Exchange Act) that occurred during the igu@nded June 30, 2011 that has
materially affected, or is reasonably likely to erélly affect, the Company’s internal control o¥ieancial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings.

On or about March 1, 2005, in an actigtesl Sarah Cruz, et al v. Town Sports International/afdew York Sports Clulplaintiffs
commenced a purported class action against TSI, ibltie Supreme Court, New York County, seekingaithpvages and alleging that TSI,
LLC violated various overtime provisions of the N&erk State Labor Law with respect to the paymdnwages to certain trainers and
assistant fitness managers. On or about June 08, &t same plaintiffs commenced a second pumbetéss action against TSI, LLC in the
Supreme Court of the State of New York, New Yorkufty, seeking unpaid wages and alleging that TEC kiolated various wage payment
and overtime provisions of the New York State Labaw with respect to the payment of wages to alvN@rk purported hourly employees.
On September 17, 2010, TSI, LLC made motions tmidis the class action allegations of both lawdoitplaintiffs’ failure to timely file
motions to certify the class actions. Oral argunmnthe motions occurred on November 10, 2010. dsitan is still pending. While it is not
possible to estimate the likelihood of an unfavtealutcome or a range of loss in the case of aavaméible outcome to TSI, LLC at this tin
in the event of such an outcome, we intend to atbriteese cases vigorously. Depending upon the aiiroutcome, these matters may have a
material adverse effect on TSI, LLC’s and the Conypmconsolidated results of operations, or castwsl

On September 22, 2009, in an action dtytmvn Sports International, LLC v. Ajilon Solutigrs division of Ajilon Professional
Staffing LLC (Supreme Court of the State of New K,ddew York County, 602911-09), TSI, LLC broughtaction in the Supreme Court of
the State of New York, New York County, againsti@ygifor breach of contract, conversion and replgseeking, among other things, money
damages against Ajilon for breaching its agreentedesign and deliver to TSI, LLC a new sports @uakerprise management system known
as GIMS, including failing to provide copies of tbemputer source code written for GIMS, relateduheentation, properly identified
requirements documents and other property ownedi@msed by TSI, LLC. Subsequently, on October2D09, Ajilon brought a
counterclaim against TSI, LLC alleging breach afitcact, alleging, among other things, failure ty patstanding invoices in the amount of
$2.9 million. On March 3, 2011, Ajilon amendeddtsunterclaims to include claims for breach of cacitand unjust enrichment. On Marct
2011, TSI amended its complaint against Ajilondd aew allegations and claims for fraudulent indoiert, negligent misrepresentation,
fraud, and breach of the implied covenant of gaothfand fair dealing (the “additional claimsQn March 28, 2011, Ajilon moved to dism
the additional claims; TSI prepared its opposithonl the motion is still pending. Subsequently,djiamended its complaint to include a
claim for unspecified additional damages for wdtkgedly performed by one of its subcontractorhedthan the pending dismissal motion,
the litigation is currently in the discovery pha®ée believe at this time the likelihood of an urdeable outcome is not probable. TSI, LLC
intends to prosecute vigorously its claims agafjigbn and defend against Ajilon’s counterclaims.

On February 7, 2007, in an action styluite Plains Plaza Realty, LLC v. TSI, LLC et, dhe landlord of one of TSI, LLC’s former
health and fitness clubs filed a lawsuit in statartagainst it and two of its health club subsidmalleging, among other things, breach of
lease in connection with the decision to closecthb located in a building owned by the plaintifictaleased to a subsidiary of TSI, LLC, and
take additional space in the nearby facility leasgdnother subsidiary of TSI, LLC. The trial cogranted the landlord damages against its
tenant in the amount of approximately $700,000uiiag interest and costs (“Initial Award”). TSILC was held to be jointly liable with the
tenant for the amount of approximately $488,00@eura limited guarantee of the tenant’s lease abbgs. The landlord subsequently
appealed the trial court’s award of damages, anberember 21, 2010, the appellate court reversguhiit, the trial court’s decision and
ordered the case remanded to the trial court fasaessment of additional damages, of approxim@&#39,000 plus interest and costs (the
“Additional Award”). On February 7, 2011, the landl moved for re-argument of the appellate cowlgsision, seeking additional damages
plus attorneys’ fees. On April 8, 2011, the appellzourt denied the landlord’s motion. The AddiibAward has not yet been entered as a
judgment. TSI, LLC does not believe it is probathlat TSI, LLC or any of its subsidiaries will belthdiable to pay for any amount of tl
Additional Award. Separately, TSI, LLC is partydaa agreement with a third-party developer, whiclitbyerms provides indemnification for
the full amount of any liability of any nature anig out of the lease described above, includingraétys’ fees incurred to enforce the
indemnity. In connection with the Initial Award @im furtherance of the indemnification agreemen§l, LLC and the developer have
entered into an agreement pursuant to which theldeer has agreed to pay the amount of the Irtredrd in installments over time. The
indemnification agreement will cover the AdditioWalard as and if entered by the court.

In addition to the litigation discussdzbae, we are involved in various other lawsuitajrmk and proceedings incidental to the ordinary
course of business, including personal injury amgleyee relations claims. The results of litigatame inherently unpredictable. Any claims
against us, whether meritorious or not, could tetconsuming, result in costly litigation, requsignificant amounts of management time
and result in diversion of significant resourcelse Tesults
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of these other lawsuits, claims and proceedingaatdpe predicted with certainty.

ITEM 1A. Risk Factors

There have not been any material chatwgse information related to the ITEM 1A. “Riskdtars” disclosure in the Company’s
Annual Report on Form 10-K for the fiscal year esthileecember 31, 2010.

ITEM 2. Unregistered Sales of Equity Securities and UsdéPobceeds
Not applicable.
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ITEM 3. Defaults Upon Senior Securities.
Not applicable.

ITEM 4. (Removed and Reserved)

ITEM 5. Other Information
Not applicable.

ITEM 6. Exhibits
Required exhibits are listed in the Ind@¥Exhibits and are incorporated herein by refegen

From time to time we may use our web site elsamnel of distribution of material company infation. Financial and other material
information regarding the Company is routinely polsbn and accessible at http://investor.myspotscbom.n addition, you may
automatically receive email alerts and other infation about us by enrolling your email by visitithg “Email Alert” section at
http://investor.mysportsclubs.com.

The foregoing information regarding our wetle sind its content is for convenience only. Thet@onof our web site is not deemed to be
incorporated by reference into this report nor $thittbe deemed to have been filed with the SEC.
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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: July 29, 2011

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

The following is a list of all exhibits filed or fnished as part of this report:

Exhibit

No. Description of Exhibit

3.1 Amended and Restated Certificate of Incorporatiohawn Sports International Holdings, Inc. (incorated by reference to
Exhibit 3.1 of the Compar's Quarterly Report on Form -Q for the quarter ended September 30, 2C

3.2 Second Amended and Restated By-laws of the Com(acgrporated by reference to Exhibit 3.1 of theany’s Current
Report on Form-K, filed on May 19, 2008)

10.1 Amended and Restated -Employee Director Compensation Plan Summary Effedtay 25, 2011

10.2 Credit Agreement, dated as of May 11, 2011, ambadorrower, the Company, as a Guarantor, the tenubety thereto,
Deutsche Bank Trust Company Americas, as Adminiggagent, and Keybanc National Association, agioentation Agel
(incorporated by reference to Exhibit 10.1 of tt@@anys Current Report on Forn-K filed on May 11, 2011)

10.3 Subsidiaries Guaranty, dated as of May 11, 201bnaneach of the Guarantors party thereto, and DeetBank Trust
Company Americas, as Administrative Agent (incogted by reference to Exhibit 10.2 of the Compa@usrent Report on
Form &K filed on May 11, 2011)

10.4 Pledge Agreement dated as of May 11, 2011 amonBdh®wer, the Company each of the Pledgors pa#yeto, and
Deutsche Bank Trust Company Americas, as Collategaeht (incorporated by reference to Exhibit 103he@ Company’s
Current Report on Form-K filed on May 11, 2011)

10.5 Security Agreement dated as of May 11, 2011 ambadbrrower, the Company, each of the Assignorty phereto, and
Deutsche Bank Trust Company Americas, as Collafegeht (incorporated by reference to Exhibit 10f4he Company’s
Current Report on Form-K filed on May 11, 2011)

31.1 Certification of Chief Executive Officer pursuantRule 13a — 14(a) and Rule 15d — 14(a) of the B&esl Exchange Act of
1934, as amended, as adopted pursuant to Secttoof 30e Sarban-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuaot Rule 13a — 14(a) and Rule 15d — 14(a) of the Btes Exchange Act of
1934, as amended, as adopted pursuant to Secttoof 30e 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

Amended and Restated
Non-Employee Director Compensation Summary

1. The following non-employee Board members widgiee the following annual retainer:
(a) The non-executive chairman of the Boartireceive a $100,000 annual retainer;
(b) Each non-employee Board member (other thamon-executive chairman of the Board) will reeea $50,000 annual retainer;
(c) The chairman of the Audit Committee wéteive an additional $10,000 annual retainer; and

(d) Each chairman of each Committee of ther8dather than the chairman of the Audit Committeé) receive an additional $5,000
annual retainer.

2. The annual retainer amounts set forth abové kbalayable quarterly in arrears on the fifth hass day prior to the end of each calendar
quarter. For each year, any such Board member feal/(by giving written notice to the Company onbefore the first business day of the
applicable calendar year) to receive such anntaiher in the form of shares of Common Stock of@menpany, payable quarterly in arrears
on the fifth business day prior to the end of ezalendar quarter under the Town Sports Internatidoédings, Inc. 2006 Stock Incentive
Plan, as amended (the “ PIgr(with the value of such shares of Common Stoein the Fair Market Value (as defined in the Ptaeyeof

on the fifth business day before the end of eatdmdar quarter). Notwithstanding the precedingesare, any Board member who has so
elected to receive such annual retainer in the fafrshares of Common Stock of the Company may rewuich election for the balance of
such calendar year by giving written notice to @mmpany at any time when such Board member iswtbereligible to purchase and sell
shares of Common Stock of the Company pursuatiet@bmpany’s then existing trading policies anccpdures with respect to such
purchases and sales. This annual retainer wilrbegied for any partial year.

4. Each existing noemployee Board member will receive an annual awérdstricted stock on the third Wednesday of ezatandar year ¢
follows, with each award being fully vested astef tward date, and will otherwise be subject td¢hms of the Plan:

(a) Chairman of the Board: 2,500 shares
(b) Other non-employee Board member: 1,667esha
Additional grants may be made from time to time.

5. Each new non-employee Board member joining thar@ will receive an initial award of 1,667 shaoésestricted stock, which shares shall
be fully vested as of the award date. Each neweamoployee Board member will be eligible in the fallng year to receive the annual
restricted stock award referred to in Section 4vabo

6. No member of the Board will receive any feesditending any meetings of the Board or its coneait
7. Each non-employee Board member and each merhbdB@ard committee will be reimbursed for any ot#pocket expenses reasonably
incurred by him or her in connection with servipegvided in such capacity.

Effective May 25, 201



Exhibit 31.1

CERTIFICATION
I, Robert Giardina, certify that:
1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2011 of Town Spotérnational Holdings, Inc

2. 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

3. 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

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure 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

(a) designed such disclosure controls and procedaregused such disclosure controls and procedaoites 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, particularlyidg the period in which this report is being pregzh

(b) designed such internal control over financiabrépg, or caused such internal control over finaheporting 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 registeadisclosure controls and procedures and preséntéis report our conclusions ab:
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

(d) disclosed in this report any change in the remigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas 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 ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(a) all significant deficiencies and material wealgessin the design or operation of internal cordgrar financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpancial information; an

(b) any fraud, whether or not material, that involuesnagement or other employees who have a signifioée in the registrant’s
internal control over financial reportin

By: /s/ Robert Giardina
Robert Giardina
Chief Executive Officer

Date: July 29, 2011



Exhibit 31.2

CERTIFICATION
I, Daniel Gallagher, certify that:
1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2011 of Town Spotérnational Holdings, Inc

2. 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

3. 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

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure 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

(a) designed such disclosure controls and procedaregused such disclosure controls and procedaoites 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, particularlyidg the period in which this report is being pregzh

(b) designed such internal control over financiabrépg, or caused such internal control over finaheporting 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 registeadisclosure controls and procedures and preséntéis report our conclusions ab:
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

(d) disclosed in this report any change in the remigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas 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 ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(a) all significant deficiencies and material wealgessin the design or operation of internal cordgrar financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpancial information; an

(b) any fraud, whether or not material, that involuesnagement or other employees who have a signifioée in the registrant’s
internal control over financial reportin

By: /s/ Daniel Gallagher
Daniel Gallagher
Chief Financial Officer

Date: July 29, 2011



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, Robert Giardina, certify, pursuant to 1&8LLC. 81350, as adopted pursuant to Section 9dtedbarbanes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of then®any for the quarterly period ended June 30, @BéTReport”) fully complies with
the requirements of Section 13(a) and 15(d) ofeurities Exchange Act of 1934, as amended (150J&m); and

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

/s/ Robert Giardina

Robert Giardina

Town Sports International Holdings, Inc.
Chief Executive Officer

July 29, 2011

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, Daniel Gallagher, certify, pursuant to 1&8UC. 1350, as adopted pursuant to Section 90tedbarbanes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of then®any for the quarterly period ended June 30, @BéTReport”) fully complies with
the requirements of Section 13(a) and 15(d) ofeurities Exchange Act of 1934, as amended (150J&m); and

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

/s/ Daniel Gallagher

Daniel Gallagher

Town Sports International Holdings, Inc.
Chief Financial Officer

July 29, 2011

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 reque:



