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U NITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q

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

For the quarterly period ended March 31, 2015

or

(| 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 001-36803

TOWN SPORTS INTERNATIONAL HOLDINGS, INC.

(Exact name of Registrant as specified in its chaert)

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

5 Penn Plaza (4th Floor)
New York, New York 10001

Telephone: (212) 246-6700
(Address, zip code, and telephone number, includingrea code, of registrant’s principal executive ofte.)

Indicate by check mark whether the registrant €l filed all reports required to be filed by SectiB 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 requirementsHe past 90 days. Ye#& No [

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T during the préwgd 2 months (or for such shorter
period that the registrant was required to submit @ost such files). Yedxl No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smalle@porting company” in Rule 12b-2 of the
Exchange Act.:



Large accelerated filer O Accelerated filer

Non-accelerated filer O (Do not check if smaller reporting company) médler reporting company O
Indicate by check mark whether the Registrantdbedl company (as defined in Rule 12b-2 of the Exge Act). YesO No X

As of April 23, 2015, there were 24,600,679 shafeSommon Stock of the registrant outstanding.
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
March 31, 2015 and December 31, 2014
(All figures in thousands except share and per shardata)

(Unaudited)
March 31, December 31,
2015 2014
ASSETS
Current assets:
Cash and cash equivalents $ 110,82: $ 93,45:
Accounts receivable (less allowance for doubtfoamts of $2,439 and $2,511 as of March 31,
2015 and December 31, 2014, respectively) 3,922 3,65¢
Inventory 31C 572
Deferred tax assets 2,08( 724
Prepaid corporate income taxes 11,49¢ 11,58¢
Prepaid expenses and other current assets 13,57¢ 12,89:
Total current assets 142,20° 122,88
Fixed assets, net 226,72t 233,64«
Goodwill 32,62 32,59:
Intangible assets, net 272 394
Deferred membership costs 6,92( 7,39¢
Other assets 13,31( 12,92(
Total assets $ 422,05t $ 409,83:
LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:
Current portion of long-term debt $ 3,11« % 3,114
Accounts payable 8,71 2,87:
Accrued expenses 29,21t 26,70
Accrued interest 294 37€
Dividends payable 487 291
Deferred revenue 48,62¢ 36,95(
Deferred tax liabilities 19 30C
Total current liabilities 90,47« 70,60¢
Long-term debt 296,29¢ 296,75
Building financing arrangement 83,90( 83,40(
Dividends payable 17¢€ 211
Deferred lease liabilities 54,22 53,841
Deferred tax liabilities 13,70¢ 11,99¢
Deferred revenue 4,34t 2,45¢
Other liabilities 9,98: 8,64
Total liabilities 553,10! 527,91
Commitments and Contingencies (Note 12)
Stockholders’ deficit:
Preferred stock, $0.001 par value; no shares issng@dutstanding at both March 31, 2015 and
December 31, 2014
Common stock, $0.001 par value; issued and outstgradl, 603,929 and 24,322,249 shares at Mar
31, 2015 and December 31, 2014, respectively 24 24
Additional paid-in capital (9,202 (10,05%
Accumulated other comprehensive (loss) income (429 39t
Accumulated deficit (121,449 (108,449
Total stockholders’ deficit (131,049 (118,08,

Tntal liahilitine and ctnerlchnlde’ Aafirit



$ 422,05¢ $ 409,83

See notes to condensed consolidated financiahsémiis.
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Revenues:
Club operations
Fees and other

Operating Expenses:
Payroll and related
Club operating

General and administrative
Depreciation and amortization
Impairment of fixed assets
Impairment of goodwill

Operating loss
Interest expense

Equity in the earnings of investees and rentalnmeo
Loss before provision (benefit) for corporate ineotaxes
Provision (benefit) for corporate income taxes

Net loss

Basic and diluted loss per share

(Unaudited)

Weighted average number of shares used in caleglaiss per share

Dividends declared per common share

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months Ended March 31, 2015 and 2014
(All figures in thousands except share and per shardata)

Three Months Ended
March 31,

2015 20

14

109,88t $ 114,48(

1,53¢ 1,42:
111,42: 115,90:
46,86( 44,57
51,28t 49,509t
8,40¢ 8,281
11,67+ 11,79¢
1,13 3,62%
— 137
119,36! 118,00
(7,94 (2,109
5,17(C 4,711
(611) (602)
(12,500 (6,219
264 (2,699
(12,769 $ (3,515
(052 ¢ (0.1%)
24,415,522 24,160,44
— $ 0.1¢€
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TOWN SPORTS INTERNATIONAL HOLDINGS, INC. AND SUBSID IARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
For the Three Months Ended March 31, 2015 and 2014
(All figures in thousands)
(Unaudited)

Three Months Ended
March 31,

2015 2014

Statements of Comprehensive Loss:
Net loss $ (12,769 $ (3,515
Other comprehensive (loss) income, net of tax:

Foreign currency translation adjustments, netbfe$0 for each of the three months ended March 31

2015 and 2014 56 164

Interest rate swap, net of tax of $0 and $142Herthree months ended March 31, 2015 and 2014,

respectively (874 (12¢)
Total other comprehensive (loss) income, net of tax (81¢) 38
Total comprehensive loss $ (13,58) $ (3,477

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended March 31, 2015 and 2014
(All figures in thousands)
(Unaudited)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash pexvby operating activities:
Depreciation and amortization
Impairment of fixed assets
Impairment of goodwill
Amortization of debt discount
Amortization of debt issuance costs
Amortization of building financing costs
Non-cash rental income, net of non-cash rental espe
Share-based compensation expense
Net change in deferred taxes
Net change in certain operating assets and liesilit
Decrease in membership costs
Landlord contributions to tenant improvements
(Decrease) increase in insurance reserves
Other
Total adjustments
Net cash provided by operating activities
Cash flows from investing activities:
Capital expenditures
Change in restricted cash
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from building financing arrangement
Principal payments on 2013 Term Loan Facility
Debt issuance costs
Cash dividends paid
Proceeds from stock option exercises
Net cash used in financing activities
Effect of exchange rate changes on cash
Net increase in cash and cash equivalents
Cash and cash equivalents beginning of period
Cash and cash equivalents end of period
Summary of the change in certain operating assetsd liabilities:
Increase in accounts receivable
Decrease (increase) in inventory
Decrease in prepaid expenses and other currertsasse

Increase (decrease) in accounts payable, accrypehess and accrued interest

Change in prepaid corporate income taxes and caigporcome taxes payable
Increase in deferred revenue

Net change in certain working capital components
Supplemental disclosures of cash flow information:

Cash payments for interest, net of capitalized-é@ste

Cash payments for income taxes

See notes to condensed consolidated financiahsémiis.

Three Months Ended March 31,

2015 2014
(12,769 $ (3,515)
11,67+ 11,79¢

1,137 3,62:
— 137
32¢ 322
19€ 272
32 —
(621) (64E)
837 65¢
6¢ (3,030
25,46¢ 4,18
47€ 152
14¢ 122
(1,849 16€
352 14¢€
38,24 17,91:
25,47 14,39¢
(6,389) (7,185)
(1,100 —
(7,489) (7,185
50C —
(779 (812)
(350) —
(7€) (3,845)
16 3
(68¢) (4,65¢)
64 17
17,37( 2,57¢
93,45; 73,50¢
110,82 76,17«
(550) (45E)
26€ (86)
1,337 1,01(
10,73¢ (4,596)
11C 20¢
13,56¢ 8,10¢
25,46¢ 4,187
4,27¢ 4,251
46 8C
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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 March 31, 2015, Town Sports Internationalditegs, Inc. (the “Company” or “TSI Holdings”), thugh its wholly-owned
subsidiary, Town Sports International, LLC (“TSL.C"), operated 158 fitness clubs (“clubs”) and t&BX Studio units. The clubs are
composed of 108 clubs in the New York metropolitzarket under the “New York Sports Clubs” brand nag®clubs in the Boston market
under the “Boston Sports Clubs” brand name, 13<x(ulivo of which are partly-owned) in the WashingtD.C. market under the
“Washington Sports Clubs” brand name, five clubthim Philadelphia market under the “Philadelphiar&pClubs” brand name and three
clubs in Switzerland.

The condensed consolidated financial statementsdaed herein have been prepared by the Companyanirso the rules and
regulations of the Securities and Exchange Comorisghe “SEC”). The condensed consolidated findrst&ements should be read in
conjunction with the Company’s December 31, 201dsotidated financial statements and notes therettuded in the Company’s Annual
Report on Form 10-K for the year ended DecembeRB14 . The year-end condensed consolidated batdress data included within this
Form 10-Q was derived from audited financial staets, but does not include all disclosures requiredccounting principles generally
accepted in the United States of America (“US GAARertain information and footnote disclosureg #va normally included in financial
statements prepared in accordance with US GAAP haga condensed or omitted pursuant to SEC rukksemyulations. The information
reflects all adjustments which, in the opinion cdmagement, are necessary for a fair presentatitredfnancial position and results of
operations for the interim periods set forth her&ime results for the three months ended Marct2315 are not necessarily indicative of the
results for the entire year ending December 315201

Change in Estimated Average Membership Life

The Company is currently in the process of intrédg@ new pricing strategy to a majority of itsleducalled High Value Low Price
("HVLP"). As of March 31, 2015, 123 clubs weneder this new pricing strategy. The Company histily offered Passport Membership,
Core Membership, Gold Membership and Restricted beship. The HVLP strategy will eliminate the CoBald, and Restricted
Memberships. This strategy offers two basic tydan@mbership plans: Premier Membership and Pasbfentbership. The Passport
Membership continues to offer the same current lefsservice and amenities under a one -year coramitonth-to-month plan, and allows
members to use any club at any time. The Premienthéeship allows members unlimited use of a singtarie club" with access to use other
non-home clubs for an additional usage fee.

Prior to introducing the HVLP strategy, the Compéamagked membership life of restricted memberafprily students and teachers)
separately from unrestricted members. Restrictetlinees existing at the time of HVLP adoption wilMeaa Premier Membership. As of
March 31, 2015 , there were fewer than 5,000 #ettimembers remaining, which the Company belies/as longer material for separate
presentation. For the three months ended MarcRB@I15 and the full year ended December 31, 2014v¢heage membership life was 22
months . The Company monitors factors that migfgicathe estimated average membership life inclydétention trends, attrition trends,
membership sales volumes, membership composit@npetition, and general economic conditions, arjdsaslthe estimate as necessary
quarterly basis.

Initiation and processing fees, as well as reldiegtt and incremental expenses of membership sitigni, which include sales
commissions, bonuses and related taxes and bereétsurrently deferred and recognized, on agittdine basis, in operations over the
estimated average membership life.
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2. Recent Accounting Pronouncements

In April 2015, the Financial Accounting Standardsal ("FASB") issued Accounting Standards Updafe&s(U™") No. 201503, "Interes
- Imputation of Interest (Subtopic 835-30): Simyilifg the Presentation of Debt Issuance Costs". Staisdard changes the presentation of
debt issuance costs in the financial statememse®ent such costs as a direct deduction frometlaged debt liability rather than as an asset.
Amortization of debt issuance costs will be repids interest expense. This standard is effeativarinual reporting periods beginning after
December 15, 2015. The adoption of this guidanc®igxpected to have a material impact on the Gaylp financial statements.

In January 2015, the FASB issued ASU No. 2015-Didme Statement - Extraordinary and Unusual It€Bubtopic 225-20):
Simplifying Income Statement Presentation by Elatimg the Concept of Extraordinary Items." Thisdguice eliminates the concept of
extraordinary items from GAAP. As a result, an gniill no longer be required to segregate extrawd/ items from the results of ordinary
operations, to separately present an extraorditeryon its income statement, net of tax, afteome from continuing operations or to
disclose income taxes and earnings-per-share gptigable to an extraordinary item. However, thedAdes not affect the reporting and
disclosure requirements for an event that is urlisugature or infrequent in occurrence. This guitkais effective for interim and annual
periods beginning after December 15, 2015. Earbptdn is permitted provided that the guidancepigli@d from the beginning of the fiscal
year of adoption. The adoption of this guidanceasexpected to have a material impact on the Cagipdinancial statement

In November 2014, the FASB issued ASU No. 2014“D&rivatives and Hedging" (Topic 815): "Determinitihether the Host
Contract in a Hybrid Financial Instrument Issuedhi@ Form of a Share Is More Akin to Debt or to Bguvhich provides guidance on
identifying whether the nature of the host contiaa hybrid instrument is in the form of debt quéy". This standard requires management
to consider the stated and implied substantivesemu features of the hybrid financial instrumémtluding the embedded derivative featu
in order to determine whether the nature of thd bostract is more akin to debt or to equity. TH&lAis effective for annual periods and
interim periods with those annual periods beginrafigr December 15, 2015, with early adoption pt#adi The Company is evaluating the
impact of this standard on its financial statements

In August 2014, the FASB issued ASU No. 2014-15stibsure of Uncertainties about an Entity’s ARilib Continue as a Going
Concern.” The standard requires management to &eqlat each annual and interim reporting perioel Gompany'’s ability to continue as a
going concern within one year of the date the famarstatements are issued and provide relatedbdis@s. This accounting guidance is
effective for the Company on a prospective bagighife annual period ending December 31, 2016 andtiexpected to have a material effect
on its financial statements.

In May 2014, the FASB issued ASU No. 2014-09, “Rexefrom Contracts with Customers”. The standaadiges a single,
comprehensive revenue recognition model for altremts with customers and supersedes current rewawognition guidance. The revenue
standard contains principles that an entity wipplgdo determine the measurement of revenue anddiof when it is recognized. The
underlying principle is that an entity will recogrirevenue to depict the transfer of goods or sesvio customers at an amount that the entity
expects to be entitled to in exchange for thoselgao services. The new standard also includesneedadisclosures which are significantly
more comprehensive than those in existing revetarglards. The guidance is effective for annualiatedim periods beginning after
December 15, 2016. Early adoption is not permitiéee standard allows for either “full retrospectiagloption, meaning the standard is
applied to all of the periods presented, or “madifietrospective” adoption, meaning the standaagied only to the most current period
presented in the financial statements. The Comjmayaluating the impact of this standard on itgficial statements.

3. Long-Term Debt

March 31, 2015 December 31, 2014
2013 Term Loan Facility outstanding principal baian $ 307,50t $ 308,28:
Less: Unamortized discount (8,099 (8,417
Less: Current portion due within one year (3,119 (3,119
Long-term portion $ 296,29¢ $ 296,75
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2013 Senior Credit Facility

On November 15, 2013, TSI, LLC, an indirect, whallyned subsidiary, entered into a $370,000 serioured credit facility (2013
Senior Credit Facility”), among TSI, LLC, TSI Hotdis I, LLC, a newly-formed, wholly-owned subsidiaf the Company (“Holdings II"),
as a Guarantor, the lenders party thereto, DeuBahk AG, as administrative agent, and Keybankdeti Association, as syndication agent.
The 2013 Senior Credit Facility consists of a $828,term loan facility maturing on November 15, @§2013 Term Loan Facility”) and a
$45,000 revolving loan facility maturing on Novemid®, 2018 (“2013 Revolving Loan Facility”). Procksefrom the 2013 Term Loan
Facility of $323,375 were issued, net of an origissue discount (“OID”) of 0.5% , or $1,625 . Désguance costs recorded in connection
with the 2013 Senior Credit Facility was $5,119 arilibe amortized as interest expense and is deduin other assets in the accompanying
condensed consolidated balance sheets. The Comafmmsecorded additional debt discount of $4,3%&ed to creditor fees. The proceeds
from the 2013 Term Loan Facility were used to pHiyamounts outstanding under the Company’s preWoogtstanding long-term debt
facility originally entered into on May 11, 2011s(amended from time to time), and to pay related #nd expenses. None of the revolving
loan facility was drawn upon as of the closing dateNovember 15, 2013, but loans under the 2012Rigng Loan Facility may be drawn
from time to time pursuant to the terms of the 28&Bior Credit Facility. The borrowings under tfd2 Senior Credit Facility are guarant
and secured by assets and pledges of capital Byokloldings II, TSI, LLC, and, subject to certaustomary exceptions, the wholly-owned
domestic subsidiaries of TSI, LLC.

Borrowings under the 2013 Term Loan Facility anel 2013 Revolving Loan Facility, at TSI, LLC’s optidbear interest at either the
administrative agent’s base rate plus 2.5% or &0RBate adjusted for certain additional costs {(Ehgodollar Rate”) plus 3.5% , each as
defined in the 2013 Senior Credit Facility. Witlspect to the outstanding initial term loans, theoBollar Rate has a floor of 1.00% and the
base rate has a floor of 2.00% . Commencing wighdkt business day of the quarter ended MarcB®4, TSI, LLC is required to pay
0.25% of the principal amount of the term loansheguzarter, which may be reduced by voluntary prepayts. As of March 31, 2015, TSI
LLC has made a total of $17,494 in principal payteem the 2013 Term Loan Facility.

The terms of the 2013 Senior Credit Facility previdr a financial covenant in the situation whéwe tiotal utilization of the revolving
loan commitments (other than letters of credita$%,500 at any time outstanding) exceeds 25%eafyregate amount of those
commitments. In such event, TSI, LLC is requirednaintain a total leverage ratio, as defined in28&3 Senior Credit Facility, of no greater
than 4.50:1.00. While not subject to the total tage ratio covenant as of March 31, 2015 as thegaosis only utilization of the 2013
Revolving Loan Facility as of March 31, 2015 was9# of issued and outstanding letters of creditebnder, because the Company'’s total
leverage ratio as of March 31, 2015 was in excédsb® :1.00, the Company is currently not abletitize more than 25% of the 2013
Revolving Loan Facility. The Company will continaet to be able to utilize more than 25% of the 2B&¥olving Loan Facility until it has a
total leverage ratio of no greater than 4.50 :1T0@& 2013 Senior Credit Facility also containsaeraffirmative and negative covenants,
including covenants that may limit or restrict TBLC and Holdings II's ability to, among other thyis, incur indebtedness and other
liabilities; create liens; merge or consolidatespdise of assets; make investments; pay dividerdisnake payments to shareholders; make
payments on certain indebtedness; and enter itedeseseback transactions, in each case, subjeettain qualifications and exceptions. In
addition, at any time when the total leverage rigtigreater than 4.50 :1.00, there are additidrmatdtions on the ability of TSI, LLC and
Holdings Il to, among other things, make certastributions of cash to TSI Holdings. The 2013 Sefiicedit Facility also includes
customary events of default (including non-compi@mith the covenants or other terms of the 20¥8dB€redit Facility) which may allow
the lenders to terminate the commitments unde2@8 Revolving Loan Facility and declare all outsliag term loans and revolving loans
immediately due and payable and enforce its righta secured creditor.
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TSI, LLC may prepay the 2013 Term Loan Facility &0d 3 Revolving Loan Facility without premium omadty in accordance with
the 2013 Senior Credit Facility. Mandatory prepagteare required relating to certain asset saiesrance recovery and incurrence of
certain other debt and commencing in 2015 in aetacumstances relating to excess cash flow (set¥ for the prior fiscal year, as
described below, in excess of certain expenditirassuant to the terms of the 2013 Senior Crediilisa the Company is required to apply
net proceeds in excess of $30,000 from saless#tain any fiscal year towards mandatory prepaysref outstanding borrowings. In
connection with the sale of the East B&treet property, accounted for as a building fifrgnarrangement, described in Note 5 — Building
Financing Arrangement, the Company received apprately $43,500 in net sales proceeds (after tdoefere giving effect to utilization of
net operating losses and carryforwards) duringhhid quarter of 2014. Accordingly, the Company madmandatory prepayment $1.3,50(
on the 2013 Term Loan Facility in November 20tcdnnection with this mandatory prepayment, dutiregyear ended December 31, 2(
the Company recorded loss on extinguishment of del#493 , consisting of the write-off of unamaeil debt issuance costs and debt
discount of $119 and $374 , respectively. Toektent the proceeds of the sale of the East 88#e{Jproperty are not reinvested, the
Company may be required to use such amounts, titaeramounts used in 2014 to repay debt, to payndswoutstanding debt, as provided
under the terms of its 2013 Senior Credit FacilBgsed on unit growth projection and increasedtabpkpenditures related to the building of
new clubs and new BFX Studio locations, the Compdogs not expect to be required to make a paymemtyatime. In addition, the 2013
Senior Credit Facility contains provisions thatuieg excess cash flow payments, as defined, t@pkeal against outstanding 2013 Term
Loan Facility balances. The excess cash flow isutaled annually for each fiscal year ending Decam®d and paid 95 days after the fiscal
year end. The applicable excess cash flow repaypernentage is applied to the excess cash flow wh&rmining the excess cash fl
payment. Earnings, changes in working capital apital expenditure levels all impact the determorabf any excess cash flow. The
applicable excess cash flow repayment percentag@tswhen the total leverage ratio, as definethén2013 Senior Credit Facility, exceeds
or is equal to 2.50 :1.00; 25% when the total lagerratio is greater than or equal to 2.00 :1.Q0dss than 2.50 :1.00 and 0% when the total
leverage ratio is less than 2.00:1.00. The firsesg cash flow payment would have been due in 2pdib. The excess cash flow calculation
performed as of December 31, 2014 did not reswdninrequired payments in April 2015. The secontkss cash flow payment is due in
April 2016, if applicable. Based on the Companyi# growth projection and increased capital expemds related to the building of new
clubs and new BFX Studio locations, together wighoperating forecast, the Company does not expert will be an excess cash flow
payment required at that time.

As of March 31, 2015, the 2013 Term Loan Factiag a gross principal balance of $307,506 andambalof $299,413 net of
unamortized debt discount of $8,08Bich is comprised of the unamortized portionshef ©ID recorded in connection with the May 11, 2
debt issuance and the unamortized balance of digadhl debt discounts recorded in connection \lith First Amendment and Second
Amendment to the 2011 Senior Credit Facility. Thamortized debt discount balance is recorded asimacliability to longterm debt on th
accompanying condensed consolidated balance shetét being amortized as interest expense usingfthetive interest method. As of
March 31, 2015 , the unamortized balance of deiaisce costs of $3,488 is being amortized as Bitespense, and is included in other
assets in the accompanying condensed consolidatadde sheets.

As of March 31, 2015 , there were no outstandintf3ZRevolving Loan Facility borrowings and outstamgietters of credit issued
totaled $2,981 . The unutilized portion of the 2&e/olving Loan Facility as of March 31, 2015 wd2$19 and the available unutilized
portion, based on the Company'’s total leverage mtceeding 4.50 :1.00, was $11,250 .

On January 30, 2015, the 2013 Senior Credit Fpeilds amended (the "Amendment") to permit TSI Haddito purchase term loans
under the Credit Agreement. Any term loans purathdseT S| Holdings will be cancelled. The Companyyrfram time to time purchase tel
loans in market transactions, privately negotidtadsactions or otherwise; however the Companydieuno obligation to make any such
purchases. Any such transactions, and the amowrdtved, will depend on prevailing market condigphiquidity requirements, contractual
restrictions and other factors. The amounts invibiveay be material.
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Fair Market Value

Based on quoted market prices, the 2013 Term Leailify had a fair value of approximately $261,38® $221,964 aflarch 31, 201
and December 31, 2014 , respectively, and is ¢iedswithin level 2 of the fair value hierarchy.\ed 2 is based on quoted prices for similar
instruments in active markets; quoted prices fentital or similar instruments in markets that moeactive; and model-derived valuations in
which all significant inputs and significant valdavers are observable in active markets. Thevigiue for the Company’s 2013 Term Loan
Facility is determined using observable currentkaainformation such as the prevailing Eurodoltgerest rate and Eurodollar yield curve
rates and includes consideration of counterpagglitrisk.

For the fair market value of the Company’s interagt swap instrument refer to Note 4 — Derivafirgancial Instruments.

4 . Derivative Financial Instruments

In its normal operations, the Company is exposadadket risks relating to fluctuations in interesties. In order to minimize the
possible negative impact of such fluctuations @an@ompany’s cash flows the Company may enter iattvdtive financial instruments
(“derivatives”), such as interest-rate swaps. Daies are not entered into for trading purposesthe Company only uses commonly traded
instruments. Currently, the Company has used diresasolely relating to the variability of casbwis from interest rate fluctuations.

The Company originally entered into an interest satap arrangement on July 13, 2011 in connectitmthe Company's previous
credit facility. Effective as of November 15, 2013e closing date of the 2013 Senior Credit Fagithe interest rate swap arrangement had a
notional amount of $160,000 and will mature on M&y 2018. The swap effectively converts $160,00thef$325,000 total variable-rate
debt under the 2013 Senior Credit Facility to &dixate of 5.384% , when including the applicab®% margin. As permitted by FASB
Accounting Standards Codification (*“ASC”) 815, Datlives and Hedging, the Company has designatedwmp as a cash flow hedge, the
effects of which have been reflected in the Comjzaogndensed consolidated financial statement$ asdfor the three months ended
March 31, 2015 and 2014 . The objective of thisgeeid to manage the variability of cash flows ia thterest payments related to the portion
of the variable-rate debt designated as being ltedge

When the Company’derivative instrument was executed, hedge actmunias deemed appropriate and it was designatadash flov
hedge at inception with re-designation being paeditinder ASC 815, Derivatives and Hedging. Intei@e swaps are designated as cash
flow hedges for accounting purposes since theyairgg used to transform variable interest rate supoto fixed interest rate exposure on a
recognized liability (debt). On an ongoing badi® €Company performs a quarterly assessment ofeitigeheffectiveness of the hedge
relationship and measures and recognizes any heeffectiveness in the condensed consolidatedrataits of operations. For the three
months ended March 31, 2015 and 2014 , hedge oiek@ess was evaluated using the hypotheticavaéve method. There was no hedge
ineffectiveness for the three months ended Mar¢t2815 and 2014 .

Accounting guidance on fair value measurementsipe@a hierarchy of valuation techniques baseavbather the inputs to those
valuation techniques are observable or unobserv@iiiservable inputs reflect market data obtainechfindependent sources, while
unobservable inputs reflect the Company’s markstimptions. These two types of inputs create tHevihg fair value hierarchy:

* Level 1—Quoted prices fadentical instruments in active marke

» Level 2—Quoted prices familar instruments in active markets; quoted prices fentital or similar instruments in markets
that are not active; and model-derived valuationgtiich all significant inputs and significant valdrivers are observable in
active markets.

* Level 3—Valuations derived from valuation tedafums in which one or more significant inputs ongigant value drivers are
unobservable
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This hierarchy requires the Company to use obsé&vabrket data, when available, and to minimizeube of unobservable inputs
when determining fair value.

The fair value for the Company’s interest rate swgagietermined using observable current marketinéion such as the prevailing
Eurodollar interest rate and Eurodollar yield curates and include consideration of counterpamgitrisk. The following table presents the
aggregate fair value of the Company’s derivativaricial instrument:

Fair Value Measurements Using:
Quoted Prices in

Active Markets Significant Other Significant
for Identical Observable Unobservable
Total Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Interest rate swap liability as of March 31, 2015 $ 2,16¢ $ — % 2,16t $ —
Interest rate swap liability as of December 31,201 $ 1,29 % — % 1,292 $ —

The swap contract liability of $2,168 and $1,29d mcorded as a component of other liabilitiesfadarch 31, 2015 and December 31,
2014 , respectively, with the offset to accumulaititer comprehensive income ( $1,225 and $1,2&5 ofitaxes, as of March 31, 2015 and
December 31, 2014 , respectively) on the accompgmydndensed consolidated balance sheet.

There were no significant reclassifications ouactumulated other comprehensive income duringhteetmonths ended March 31,
2015 and 2014 and the Company does not expectitivaficant derivative losses included in accumediabther comprehensive income at
March 31, 2015 will be reclassified into earningghim the next 12 months .

5. Building Financing Arrangement

On September 12, 2014, the Company completed ¢fat $ale of its property (building and land) on tE#6th Street, New York City, to
an unaffiliated third-party for gross proceeds 85 %50 , which includes $150 of additional payméeatthe Company. Concurrent with the
closing of the transaction, the Company leased Haelportion of the property comprising its healtib. The Company expects to lease
(“Initial Lease”) the premises to at least Marci@@nd then, upon notice from the purchaser/laddtbe Initial Lease will terminate and the
Company will vacate the property while the purchéaedlord demolishes the existing building and déldgacent building and builds a new
luxury, high-rise multi-use building. In connectiwith vacating the property, the Company intendertter into a new lease (“New Club
Lease”) for approximately 24,0&@uare feet in the new building for the purposeprating a health club upon completion of consimacoy
the purchaser/landlord. The term of the Initial &#&& 10 years, and at the end of this initial f¢h@ Company has two options at its sole
discretion to renew the lease; the first for anitaital 10 year period and a second for an additifime year period (although the Company
expects that the purchaser/landlord will exerdiseight to early terminate the Initial Lease sattih may commence the construction of the
new building). Under the Initial Lease (and NewtCliease if entered into), the purchaser/landlosldgaeed to pay the Company liquidated
damages if the new club is not available by a gedate. The latest date that the liquidated damagmild begin to be paid would be
April 13, 2020 and would continue until the newtris available. For accounting purposes, the nattitkese potential liquidated damages
constitutes continuing involvement with the purefrdandlord’s development of the property. As aufesf this continuing involvement, the
sale-leaseback transaction is currently requirdzbtaccounted for as a financing arrangement rétlaeras a completed sale. Under this
treatment, the Company has included the proceegév/edl as a financing arrangement on its balaneetskxcept for payments under the
Initial Lease and the New Club Lease, the Compargsdhot expect to make any cash payments to tlobgser/landlord with respect to the
building financing arrangement. The Company reco@éaxable (for federal and state income tax meppgain on the sale of the property
and made estimated tax payments in September BGhisiregard. In March 2015, the Company recethiedemaining proceeds held in
escrow of $500 , which was included in the Compaogsh flow statement for the three months endediMzd, 2015 as a financing cash
inflow.
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As of March 31, 2015, the total financing arrangetwas $83,900 , which is net of $1,750 held gr@s for the Company's former
tenant. Because the transaction is characterizadinancing for accounting purposes rather thaale, the rental payments and related
transaction costs are treated as interest onnhading arrangement. As these interest amountgessé¢han the interest that would be charged
under a typical financing, the financing is chaesiezied as an interest only financing with no returcin the principal throughout the Initial
Lease term until any continuing involvement hasseeaUntil such time, even though the Company ngdo has legal title to the building ¢
the land, the building, building improvements aadd remain on the Company's consolidated balaress sind the building and building
improvements will continue to be depreciated oteirtremaining useful lives. Similarly, the Compaitges not have a loan or borrowing
arrangement with the purchaser/landlord but th&llmg financing arrangement will remain on the Camy's balance sheet until any
continuing involvement has ceased.

As of March 31, 2015, the net book value of thiding and building improvements was $3,107 andkbek value of the land was
$986 . As part of the transaction, the Companyrnimeli$3,160 of real property transfer taxes, bré&es and other costs which will be
deferred and amortized over the term of the Initedse of 25 years , which includes the optionqosti The net fees are recorded in Other
assets on the accompanying condensed consolidalguck sheets as of March 31, 2015 and Decemb2034,

Payments made under the Initial Lease, includimgaténcome related to the Company’s tenant inbthiéding that was assigned to the
purchaser/landlord, are recognized as interestresegom the underlying financing arrangement. Inetligh the table below is the Company’s
future lease commitment of $750 per year undereh®ining term of the Initial Lease, which includies options periods and will be
recorded as interest expense.

12 months ending March 31,

2016 $ 75C
2017 75C
2018 75C
2019 75C
2020 75C
2021 and thereafter 14,58¢
Minimum lease commitments $ 18,33«

Not included in the table above are the rent portibrental income related to the Company’s forteeant in the building ranging
between $1,860 and $2,617 per year through Mar2B 26d the amortization of the deferred costs @b6§der year through September 2039,
and such amounts will be recorded as interest esgp@mless the purchaser/landlord exercises it tigterminate the lease before the end of
the 10 -year Initial Lease).

6. Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consistagh and cash equivalents and the
interest rate swap. Although the Company depdsitsaish with more than one financial institutionp&March 31, 2015 , $94,987 of the cash
balance of $110,822 was held at two financial fntins. The Company has not experienced any lagseash and cash equivalent accounts
to date, and the Company believes that, basedeocrdulit ratings of these financial institutiorigsinot exposed to any significant credit risk
related to cash at this time.

The counterparty to the Company’s interest ratepg&a major banking institution with a credit rgtiof investment grade or better and
no collateral is required, and there are no sigaift risk concentrations. The Company believesisieof incurring losses on derivative
contracts related to credit risk is unlikely.
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7. Loss Per Share

Basic earnings (loss) per share (“EPS”) is compbtedividing net earnings (loss) applicable to comnnstockholders by the weighted
average numbers of shares of common stock outstgualdiring the period. Diluted EPS is computed simhyjlto basic EPS, except that the
denominator is increased for the assumed exer€Edidutive stock options and unvested restrictetktcalculated using the treasury stock
method.

For the three months ended March 31, 2015 and 201ite was no effect of dilutive stock options angested restricted common
stock on calculation of diluted EPS as the Comp@at/a net loss for these periods. As a resultCtirapany reported basic and diluted loss
per share of $0.52 and $0.15 for the three momitie&March 31, 2015 and 2014 , respectively. Thendd have been 342,344 ap@1,00(
anti-dilutive shares had the Company not beenriatdoss position for the three months ended Madct2015 and 2014 , respectively.

8. Stock-Based Compensation

The Company’s 2006 Stock Incentive Plan, as ameadddestated (the “2006 Plan”), authorizes the o 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. Under the 2006 Plack sptions must be granted at a price
not less than the fair market value of the stockhendate the option is granted, generally aresnbject to re-pricing, and will not be
exercisable more than ten years after the dateanit gOptions granted under the 2006 Plan genegaliyify as “non-qualified stock options”
under the U.S. Internal Revenue Code. Certain nptipanted under the Company’s 2004 Common Stotlo®Plan, as amended (th2004
Plan™), generally qualify as “incentive stock opitsd under the U.S. Internal Revenue Code; the éseqrice of a stock option is equal to the
fair market value of the Company’s common stocklmnoption grant date. As of March 31, 2015 , tiveeee 29,480 shares available to be
issued under the 2006 Plan.

At March 31, 2015 , the Company had 7,000 stoclooptoutstanding under the 2004 Plan while the Z2a6 had 993,666 stock
options outstanding and 517,326 shares of reddriatick outstanding.

Effective December 31, 2014, the Company’s BoarDicéctors adopted a stockholder rights plan (Rigitits Plan"). Pursuant to the
Rights Plan, the Board of Directors declared ad#imd distribution of one preferred share rightiRaht") for each share of Common Stock
held as of January 12, 2015. Each Right entitlechibider to purchase one oteusandth of a share of Series A Junior Particigpad®referrec
Stock (the "Preferred Shares") at an initial exargrice of $15 subject to certain adjustments. On March 24, 2@i&Company entered ir
a nomination and standstill agreement (the “Nonmmeand Standstill Agreement"). Pursuant to the kation and Standstill Agreement, the
Company agreed to redeem, effective immediatedyrithts issued pursuant to the Rights Plan. Patsoahe terms of the Rights Plan, the
Company paid a redemption price to the holderdefights equal to $0.01 per right in cash, or $2d6 April 20, 2015.

Stock Option Award:
The Company did not grant any stock options dutiiregthree months ended March 31, 2015 .
The total compensation expense, classified withiyrgll and related on the condensed consolidatgdraents of operations, related to

stock options was not material for the three moetided March 31, 2015 and was fully recognizedeior&ary 2015. For the three months
ended March 31, 2014, total compensation costtekta stock options was $106 .

Restricted Stock Award

On March 2, 2015 , the Company issued 207,000 shdnestricted stock to employees. The fair vétwehese awards was $6.68 per
share, representing the closing stock price om#tte of grant. These shares will vest 25% per gear four years on the anniversary dates of
the respective grants.

The total compensation expense, classified withyrgll and related on the condensed consolidatgdraents of operations, related to
restricted stock was $392 and $308 for the threethsoended March 31, 2015 and 2014 .

As of March 31, 2015, a total of $2,884 in unreuegd compensation expense related to restrictel stwards is expected to be
recognized over a weighted-average period of 3a2sye
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Stock Grants

In the three months ended March 31, 2015, the Cognsaued shares of common stock to members dEdmepany’s Board of
Directors in respect of their annual retainer. Tdtal fair value of the shares issued was expenped the date of grant. The total
compensation expense, classified within generalaaministrative expenses, related to Board of Direcommon stock grants was $445 and
$245 for the three months ended March 31, 20152844 , respectively.

Total shares issued to members of the Company'sdiBddirectors during the three months ended M&th2015 were:

Price Per Aggregate Grant
Grant Date Number of Shares Share Date Fair Value
February 2, 2015 35,76 % 6.8¢ $ 24F
March 24, 2015 31,84 $ 6.2¢ $ 20C

9. Fixed Asset Impairment

Fixed assets are evaluated for impairment peritigdiesdnenever events or changes in circumstancdasatelthat related carrying
amounts may not be recoverable from undiscountsk flaws in accordance with FASB guidance. The Camy{s long-lived assets and
liabilities are grouped at the individual club lewehich is the lowest level for which there arendifiable cash flows. To the extent that
estimated future undiscounted net cash flows atfitle to the assets are less than the carryingiatnan impairment charge equal to the
difference between the carrying value of such amséttheir fair values is recognized. In the thremths ended March 31, 2015, the Comy
tested 17 underperforming clubs and recorded aaimment loss of $1,137 on leasehold improvemendsfamiture and fixtures at five of
these clubs that experienced decreased profitahbilitl sales levels below expectations during teisod. The 12ther clubs tested that did |
have impairment charges had an aggregate of $16fIr3& leasehold improvements and furniture axiifes remaining as of March 31,
2015. The clubs tested have been forecasted umeléf\fLP pricing strategy. To the extent the HVLRmg strategy does not meet its
current expectations, the Company may record additimpairment charges.

During the three months ended March 31, 2014 Cidrapany recorded an impairment loss of $3,623 xadfassets related to three
underperforming clubs. The fixed asset impairmessés for the three months ended March 31, 2012@b4 are included as a componer
operating expenses in a separate line on the ceadaronsolidated statements of operations.

In determining the recoverability of fixed assétsyel 3 inputs were used in determining undiscodictesh flows, which are based on
internal budgets and forecasts through the enheofife of the primary asset in the asset groupctviis normally the life of leasehold
improvements. The most significant assumptions@sé¢ budgets and forecasts relate to estimated erehip and ancillary revenue, attrition
rates, estimated results related to new progranclas and maintenance capital expenditures, whehenerally estimated at approximately
3% to 5% of total revenues depending upon the t¢iomdiand needs of a given club. The fair valufixed assets evaluated for impairment is
determined considering a combination of a markpt@gch and a cost approach.

10. Goodwill and Other Intangibles

Goodwill has been allocated to reporting units thasely reflect the regions served by the Comparfgur trade names: New York
Sports Clubs (“NYSC”), Boston Sports Clubs (“BSONashington Sports Clubs (“WSC") and Philadelphi@i®s Clubs (“PSC”), with
certain more remote clubs that do not benefit feoregional cluster being considered single repguinits (“Outlier Clubs”), the Company’s
three clubs located in Switzerland being considarsihgle reporting unit (“SSC”), and our BFX Sm@iBFX Studio"). As of March 31,
2015, the WSC region, PSC region, the Outlier €laibd BFX Studio do not have goodwill balances.

The Company’s annual goodwill impairment test isfened on the last day of February, or more frediyeshould circumstances
change which would indicate the fair value of goddi& below its carrying amount.
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The Company'’s current year annual goodwill impairtest as of February 28, 2015 was performed usiagwo-step goodwill
impairment analysis. Step 1 involves comparingfélirevalue of the Company’s reporting units to thesrrying amounts. If the estimated fair
value of the reporting unit is greater than itsyiag amount, there is no requirement to perforepgtvo of the impairment test, and there is
no impairment. If the reporting unit’s carrying anmb is greater than the estimated fair value, do®sd step must be completed to measure
the amount of impairment, if any. Step 2 calculéitesimplied fair value of goodwill by deductingetiestimated fair value of all tangible and
intangible assets, excluding goodwill, of the reimgr unit from the estimated fair value of the repwy unit as determined in Step 1. The
implied fair value of goodwill determined in thiep is compared to the carrying value of goodwiilihe implied fair value of goodwill is le¢
than the carrying value of goodwill, an impairméass is recognized equal to the difference. FoRélgruary 28, 2015 annual impairment-
the Company concluded that it did not have a gobbdwpairment charge in the reporting units witlmaining goodwill. For the February 28,
2014 annual impairment test, the Company impaidl¥7 ®f goodwill associated with the Outlier Clubghie three months ended March 31,
2014.

For the February 28, 2015 impairment test, faingalias determined by using a weighted combinatidw® market-based approaches
(weighted 50% collectively) and an income appro@esighted 50% ), as this combination was deemdxbtthe most indicative of the
Company'’s fair value in an orderly transaction tesw market participants. Under the market-baserbappes, the Company utilized
information regarding the Company, the Comparigtustry as well as publicly available industiformation to determine earnings multip
and sales multiples that are used to value the @agipreporting units. Under the income approach, the@any determined fair value ba
on estimated future cash flows of each reportirig discounted by an estimated weighted-averageafasapital, which reflects the overall
level of inherent risk of a reporting unit and tlage of return an outside investor would expe@dm. Determining the fair value of a
reporting unit is judgmental in nature and requttessuse of significant estimates and assumptionkiding revenue growth rates and
operating margins, discount rates and future martedlitions, among others. These assumptions vegezrdined separately for each
reporting unit. The Company believes its assumpteme reasonable, however, there can be no assuftmidche Company’s estimates and
assumptions made for purposes of the Company’switiachpairment testing as of February 28, 2015/ pilove to be accurate predictions of
the future. If the Company’s assumptions regarfiimgcasted revenue or margin growth rates of aergporting units are not achieved, the
Company may be required to record goodwill impaimbhr@harges in future periods, whether in conneatigh the Company’s next annual
impairment testing or prior to that, if any suctanbe constitutes a triggering event outside thetguarhen the annual goodwill impairment
test is performed. It is not possible at this ttmeletermine if any such future impairment chargeild result. As of February 28, 2015, the
estimated fair values of NYSC and SSC were greéhser book values by approximately 37% and 84&spectively.

Solely for purposes of establishing inputs for fiie value calculation described above relateddodyvill impairment testing, the
Company made the following assumptions. The Complgwgloped long-range financial forecasts ( fivarggfor all reporting units and
assumed organic growth from the existing club b@iseminal growth rates were calculated for yeanohd the five year forecast. As of
February 28, 2015, the Company used discount rategng from 13.2% to 13.9% and terminal grovates ranging from 0.5% to 3.0% .
These assumptions are developed separately forrepotting unit.

The changes in the carrying amount of goodwill fldecember 31, 2014 through March 31, 2015 arelddtai the charts below.

Outlier
NYSC BSC sSsc Clubs Total

Goodwill, net of accumulated amortization $ 31,40 $ 9 $ 1,181 $ 137 $ 32,73(
Less: accumulated impairment of goodwill — — — (137 (137
Balance as of December 31, 2014 31,40: 9 1,181 — 32,59
Changes due to foreign currency exchange rate

fluctuations — — 28 — 28
Balance as of March 31, 2015 $ 31,40 $ 9 % 1,20¢ $ — 3 32,62:
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Amortization expense was $123 and $129 for thesthmenths ended March 31, 2015 and 2014 . Intang#sets are as follows:

As of March 31, 2015

Gross Carrying Accumulated Net Intangible
Amount Amortization Assets
Membership lists $ 11,34« $ (11,279 $ 69
Management contracts 25C (83) 167
Trade names 40 (4) 36
$ 11,63¢ $ (11,367 $ 272
As of December 31, 2014
Gross Carrying Accumulated Net Intangible
Amount Amortization Assets
Membership lists $ 11,34 $ (11,169 $ 181
Management contracts 25C (73 177
Trade names 40 4 36
$ 11,63 % (11,240 $ 394

11. Income Taxes

For the three months ended March 31, 2015, the @agnpecorded an income tax provision of $264 inekusf valuation allowance
compared with an income tax benefit of $2,699 fier three months ended March 31, 2014 , reflectingffective income tax rate of (2)% for
the three months ended March 31, 2015 and 43%éothree months ended March 31, 2014 . For the timenths ended March 31, 2015 and
2014, the Company has determined its income tagfliem a discrete basis since the potential impéétictuations in the Company's
forecast may have a significant impact on the esdtiohannual effective tax rate. Separate fromrttpact of the valuation allowance, the
Company's effective tax rate for the three montided March 31, 2015 would have been 43% .

As of March 31, 2015 and December 31, 2014, the fizmy had a net deferred tax liability of $11,64d &41,576 , respectively. The
state net deferred tax liability was $3,348 an@%$8,as of March 31, 2015 and December 31, 201gectisely. As of March 31, 2015 and
December 31, 2014, the Company maintained a flllatimn allowance against its U.S. net deferredatssets.

As of March 31, 2015 and December 31, 2014, the i2om had $1,187 of unrecognized tax benefits aisdréasonably possible that
the entire amount could be realized by the Comparye year ending December 31, 2015 since themecax returns may no longer be
subject to audit in 2015.

The following state and local jurisdictions areremtly examining the Company’s respective inconxer¢durns for the years indicated:
New York State (2006 through 2011) and New Yorky@&006 through 2011). On April 9, 2015, the Compeeteived a "no change" let!
from the Commonwealth of Massachusetts for theogsrended December 31, 2009 and 2010. On Marck02d, the Company received
from the State of New York a revised assessmeata@lto tax years 2006-2009 in the amount of $3,508€lusive of $1,174 of interest. The
Company has subsequently received a request fafadd information from the State of New York. Alf the requested information was
submitted by January 2015. The Company continuesdtuate the merits of the proposed assessmeetamformation becomes available
during continued discussions with the State of N@wk. The Company has not recorded a tax resetaerkto the proposed assessment. It is
difficult to predict the final outcome or timing ofsolution of any particular matter regarding thegsaminations; however, it may be
reasonably possible that one or more of these exainns may result in a change in the reserverioertain tax positions over the next
twelve months.
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12. Commitments and Contingencies

On February 7, 2007, in an action styled Whiterldtlaza Realty, LLC v. TSI, LLC et al., the larrdlof one of TSI, LLC’s former
health and fitness clubs filed a lawsuit in statartagainst it and two of its health club subsid®alleging, among other things, breach of
lease in connection with the decision to closecthb located in a building owned by the plaintiffdaleased to a subsidiary of TSI, LLC, the
tenant, and take additional space in a nearbyitiatélased by another subsidiary of TSI, LLC. Faling a determination of an initial award,
which TSI, LLC and the tenant have paid in fule fandlord appealed the trial court’s award of dg@saand on August 29, 2011, an
additional award (amounting to approximately $9Qthe “Additional Award”), was entered against teeant, which has recorded a liability.
Separately, TSI, LLC is party to an agreement withird-party developer, which by its terms progidedemnification for the full amount of
any liability of any nature arising out of the leatescribed above, including attorneys’ fees irelito enforce the indemnity. As a result, the
developer reimbursed TSI, LLC and the tenant thewarhof the initial award in installments over timwed also agreed to be responsible for
the payment of the Additional Award, and the terfeas recorded a receivable related to the indeoaidin for the Additional Award. The
developer and the landlord are currently litigatihg payment of the Additional Award and judgmeasvwentered against the developer on
June 5, 2013 in the amount of approximately $1,048s interest, which judgment was upheld byappellate court on April 29, 2015. On
June 13, 2013, the developer filed a notice ahiisnt to appeal the judgment. The appeal remanslipg. TSI, LLC does not believe it is
probable that TSI, LLC will be required to pay oty amount of the Additional Award.

On or about October 4, 2012, in an action stylede¥alabbe, et al. v. Town Sports International, Lpfaintiff commenced a purport:
class action in New York State court on behalf@fspnal trainers employed in New York State. Labklseeking unpaid wages and damages
from TSI, LLC and alleges violations of various yigions of the New York State labor law with respecpayment of wages and TSI, LLC's
notification and record-keeping obligations. Thau@das bifurcated class and merits discovery. ddwline for the completion of pre-class
certification document discovery was December 8142and the deadline for a class certification orots June 12, 2015. While it is not
possible to estimate the likelihood of an unfavtealutcome or a range of loss in the case of aawanéble outcome to TSI, LLC at this tin
TSI, LLC intends to contest this case vigorously.

In addition to the litigation discussed above, @wmpany is involved in various other lawsuits, miaiand proceedings incidental to the
ordinary course of business, including personairinjemployee relations claims and landlord temisputes. The results of litigation are
inherently unpredictable. Any claims against thenpany, whether meritorious or not, could be timestoning, result in costly litigation,
require significant amounts of management timerasdit in diversion of significant resources. Thsults of these other lawsuits, claims and
proceedings cannot be predicted with certainty. Chmpany establishes accruals for loss contingsmeien it has determined that a loss is
probable and that the amount of loss, or rangess,Ican be reasonably estimated. Any such acarabdjusted thereafter as appropriate to
reflect changes in circumstances. As of March 8152 the company had not concluded that an actwuahy such matters is required.

13. Reportable Segments

The Company'’s operating segments are New York Syi2ittbs, Boston Sports Clubs, Philadelphia Spob<; Washington Sports
Clubs, Swiss Sports Clubs and BFX Studio, whidthéslevel at which the chief operating decision erakeview discrete financial
information and make decisions about segment pifity based on earnings before income tax deptieci and amortization. The Company
has historically determined that these clubs hawda economic characteristics and meet the gateshich permit them to be aggregated i
one reportable segment. During the fourth quarft@0&4, BFX Studio started to be managed separatedyreported as a separate reportable
segment as it does not meet the aggregation eriietie aggregated with the clubs. Geographiciléy Company operates its fitness clubs
mainly in the United States. Segment informatiorgengraphic regions is not material for presentatio

The following tables set forth the Company'’s finhperformance by reportable segment for the thmeaths ended March 31, 2015
and 2014 .

Three Months Ended March 31,

2015 2014
Revenues:
Clubs $ 111,07 $ 115,90¢
BFX Studio 354 —
Total Revenues $ 111,42 $ 115,90:
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The Company presents earnings (loss) before intexpense (net of interest income), provision (fifer corporate income taxes,
and depreciation and amortization ("EBITDA") as finenary measure of profit and loss for its opemtsegments in accordance with FASB
guidance for segment reporting. Clubs EBITDA in@s@ll corporate overhead expenses and the impaqudy in the earnings of investees
and rental income. In the three months ended Mai¢l2015 and 2014 , BFX Studio reported EBITDA 106$949 and $641 , primarily
reflecting the rent and occupancy costs, startagtscand overhead payroll for our two BFX Studi@siand other studios under development.

Three Months Ended March 31,

2015 2014
EBITDA:
Clubs $ 529 §$ 10,93¢
BFX Studio (949) (641)
Total reportable segments 4,344 10,29¢
Depreciation and amortization 11,67¢ 11,79¢
Interest expense 5,17( 4,711
Loss before provision (benefit) for corporate ineotaxes $ (12,500 $ (6,219

Three Months Ended March 31,

2015 2014
Capital Expenditures:
Clubs $ 4,93¢ $ 5,24:
BFX Studio 1,444 1,942
Total Capital Expenditures $ 6,38 $ 7,18¢

14 . Separation Accrual

On March 27, 2015, Robert Giardina's employmenhwie Company as Executive Chairman was termindedGiardina continues to
serve as a member of the Board and will be treagem non-employee director. Pursuant to a lettereagent ("Agreement") entered with Mr.
Giardina on February 25, 2015, Mr. Giardina willdrgitled to receive payment of $1,100 in accoréaofcthe terms of the Agreement, which
has been placed by the Company in a Rabbi TrudttrenCompany accrued an additional $20Bayroll taxes and medical benefits relate
the Agreement. Of the $1,100 separation obliga®60 was included in Prepaid expenses and othertiassets, and $140 in Other assets
on the accompanying condensed consolidated batdrests as of March 31, 2015. Of these assets, #&3 paid in April 2015, $140 will be
paid in September 2015 and the remaining balan§2&t will be paid over a 12 -month period begign®ctober 2015. The $1,100 is
classified as restricted cash as of March 31, 201this restricted in its use as noted above.
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations
Introduction

In this Form 10-Q, unless otherwise stated or theext otherwise indicates, references to “Townr&jo TSI,” “the Company,” “we,”
“our” and similar references refer to Town Sport&inational Holdings, Inc. and its subsidiarieferences to “TSI Holdings” refers to
Towns Sports International Holdings, Inc., and refiees to “TSI, LLC” refer to Town Sports Intermatal, LLC, our whollyewned operatin
subsidiary.

Based on the number of clubs, we are one of thiirigaowners and operators of fitness clubs in tbeliast and Mid-Atlantic regions
of the United States and one of the largest fitichg#s owners and operators in the United StateofAdarch 31, 2015 the Company, throug
its subsidiaries, operated 158 fitness clubs (‘€lund two BFX Studio units. Our clubs collectiwskrved approximately 505,000 members
as of March 31, 2015 . We owned and operated habfd8 clubs under the “New York Sports Clubsatd name within a 120-mile radius
of New York City as of March 31, 2015, including ®cations in Manhattan where we are the largestds club owner and operator. We
owned and operated 29 clubs in the Boston regicieuour “Boston Sports Clubs” brand name, 13 cltlve of which are partly-owned) in
the Washington, D.C. region under our “Washingtpor& Clubs” brand name and five clubs in the Plellghia region under our
“Philadelphia Sports Clubs” brand name as of M&th2015 . In addition, we owned and operated tbhales in Switzerland as of March 31,
2015 . We employ localized brand names for ourshobcreate an image and atmosphere consistentheitlocal community and to foster
recognition as a local network of quality fithedshs rather than a national chain.

We develop clusters of clubs to serve densely miedimajor metropolitan regions and we service paghulations by clustering clubs
near the highest concentrations of our target custs’ 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. Our members include a wide
age demographic covering the student market tadtiee mature market. In each of our markets, we lieveloped clusters by initially
opening or acquiring clubs located in the more r@nrban markets of the region and then branchirigrom these urban centers to suburbs
and neighboring communities.

We continue to be in the process of implementingw pricing strategy to a majority of our clubsledlHigh Value Low Price
("HVLP") strategy. Monthly dues at these clubs @ffered at a reduced price and advertising costcieased. The HVLP strategy offers the
same current level of service and amenities batlatver price point giving us an opportunity toapture market share and compete against
low cost gyms that have opened in our markets. Weffer only the Passport Membership at approxieha25 of our clubs. We believe our
offerings are more compelling than other low cqstrators because we include exciting group exeotésses, top of the line equipment,
pools and courts with price of membership, wherilabke.

As of March 31, 2015, 123 clubs were under tiei& pricing strategy. As of April 2015, our HVLProgersion process was completed
with 124 clubs operating under the HVLP umbrellae Temaining clubs are not planned to be convemeldare principally comprised of our
passport-only model. The HVLP clubs are expectezkfierience earnings pressure in the near-ternedeta existing members opting for
lower dues as well as new members enrolling at toates. However, we believe this strategy willéase market share for our brands in the
long-run from the increased membership sales valume

As the industry continues to see a rise in popylafi private studio offerings, we continue to dieyeand build awareness for our own
private studio brand, BFX Studio. We currently h&we open BFX Studio locations and expect to opemaddditional locations in 2015 with
one opening in the second quarter and one in tmhfguarter. This three-dimension luxury studiarat takes advantage of the rise in
consumer demand for studio experiences. BFX Studiades three unique offerings: Ride Republic,alitis indoor cycling, Private Sessis
for personal training and Master Class for certgmup exercise classes. BFX Studio is staffed tigih caliber instructors in each of the th
core offerings and the studios are designed toappell ages and all experience levels of metiitgpg active healthy lifestylers. This studio
concept requires approximately 9,000 to 12,000 r=gjigget of space per studio which compares to pipecximately 26,000 square feet
aggregate average size of our clubs.
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Revenue and operating expenses

We have two principal sources of revenue:

Membership revenue: Our largest sources of revenue are dues inclugimeonthly membership fees, annual maintenance fees
initiation and processing fees paid by our membteraddition, we collect usage fees on a per biastis subject to peak and off-
peak hourly restrictions depending on membersipp.tfhese dues and fees comprised 77.1% of oliréeenue for the three
months ended March 31, 2015 . We recognize revnaemembership dues in the month when the sendoesendered.
Approximately 98% of our members pay their montties by Electronic Funds Transfer, or EFT, whikelthlance is paid
annually in advance. We recognize revenue fronaiion and processing fees over the estimated geareembership life and
annual fees over a twelve month period.

e Ancillary clubrevenue: For the three months ended March 31, 2015 , wergéed 16.4% of our revenue from personal training
and 5.1% of our revenue from other ancillary praggand services consisting of programming for chit¢g signature classes,
Small Group Training and other member activitissywall as sales of miscellaneous sports productscotitinue to grow
ancillary club revenue by building on ancillary grams such as our personal training membershipupta@hd our fee-based
Small Group Training programs.

We also receive revenue (approximately 1.4% oftotal revenue for the three months ended Marct2315 ) from the rental of space
in our facilities to operators who offer wellnessated offerings, such as physical therapy anajbars. In addition, we sell in-club
advertising and sponsorships and generate managémasrfrom certain club facilities that we do adtolly own. We also collect laundry
related revenue for the laundering of towels fandtiparties. We refer to these revenues as Feestard revenue.

In September 2014, we completed the previously anced legal sale of our East 86th Street propergntunaffiliated third-party,
which housed one of our New York Sports Clubs al ageour former retail tenant that generated léntme for us. Because the transac
is characterized for accounting purposes as adingmrather than a sale, the rental payments aatett as interest on the financing
arrangement. Further, we will continue to accoontlie rental income from this former retail tenantil the tenant’s lease is terminated.
Rental income from this former retail tenant wapragimately $492,000 for each of the three montided March 31, 2015 and 2014 . Refer
to Note 5 - Building Financing Arrangement to gondensed consolidated financial statements.

Our performance is dependent on our ability to icomatly attract and retain members at our clubs.é&fgerience attrition at our clubs
and must attract new members in order to maintaimeembership and revenue levels. In the three Imsagtded March 31, 2015 and 2014 ,
our monthly average attrition rate was 3.7% ané4a3 fespectively.

Our operating and selling expenses are comprisédtbffixed and variable costs. Fixed costs inclcidé and supervisory and other
salary and related expenses, occupancy costsdinglmost elements of rent, utilities, housekeeind contracted maintenance expenses, a
well as depreciation. Variable costs are primaehated to payroll associated with ancillary clebenue, membership sales compensation,
advertising, certain facility repairs and club shiggp

General and administrative expenses include cektting to our centralized support functions, sastaccounting, insurance,
information and communication systems, purchasimgnber relations, legal and consulting fees anidestate development expenses.
Payroll and related expenses are included in araeplne item on the condensed consolidated siesof operations and are not include
general and administrative expenses. Approximat@d of general and administrative expenses relagetty to club operations including
phone and data lines, computer maintenance, bssiicesses, office and sales supplies, generadlitiaimsurance, recruiting and training.

As clubs mature and increase their membership ffiaed, costs are typically spread over an incregsgvenue base and operating
margins tend to improve. Conversely, when our mesitip base declines, our operating margins aretivefjaimpacted.
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As of March 31, 2015, 156 of our fitness clubsewsholly-owned by us and our condensed consolidittadcial statements include
the operating results of all such clubs. Two lawadiin Washington, D.C. were partly-owned and deeray us, 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 additie, provide management services at locations wiverdo not have an equity interest
which include three fitness clubs located in calegnd universities and eight managed sites.

Historical Club Count

The following table sets forth the changes in dubcount during each of the quarters in 2014 fttieyear 2014 , and the first quarter
of 2015 .

2014 2015

Q1 Q2 Q3 Q4 Full Year Q1
Wholly owned clubs operated at beginning of period 16C 16C 161 15€ 16C 15€
New clubs opened — 1 — 3 4 1
Clubs closed, relocated or merged — — 5) 3 8 (@0}
Wholly owned clubs at end of period 16C 161 15¢€ 15€ 15€ 15¢€
Total clubs operated at end of period (1) (2) 162 162 15¢ 15¢ 15¢ 15¢

(1) Includes wholly-owned and partly-owned clulist included in the total club count are locatitmat are managed by us in which we do
not have an equity interest. These managed sithgdia three fitness clubs located in colleges amdeusities and eight managed sites.
(2) Excludes two BFX Studio locatiot

Comparable Club Revenue
We define comparable club revenue as revenue s¢ ttlabs that were operated by us for over 12 nsoatld comparable club revenue
increase (decrease) as revenue for the 13th madtthareafter as applicable as compared to the panm of the prior year.

Key determinants of comparable club revenue deesesisown in the table below are new membershipsibeeretention rates, pricing
and ancillary revenue increases (decreases).

2014

Three months ended March 31, 2014 (4.7%
Three months ended June 30, 2014 (4.5%
Three months ended September 30, 2014 (4.5%
Three months ended December 31, 2014 (3.9%
2015

Three months ended March 31, 2015 (3.59%

The comparable club revenue declines experienc2dld are primarily due to the impact of memberstgiplines. We experienced an
overall member loss of 13,000 in 2014. The dedlineomparable club revenue for the three monthga@mdarch 31, 2015 is primarily due to
the member loss in 2014 and the lower average aksexciated with the implementation of our HVLPtelgg. The HVLP clubs are expected
to experience revenue pressure in the near-termeffact of existing members opting for lower daad new members enrolling at lower
rates have not been offset by an increase in meshipesales volume. However, we expect to attraditiatal new members at each of our
clubs through this strategy in the long-term. Assult of the HVLP implementation, our total membeunt increased 21,000 to 505,000 in
the first quarter of 2015 compared to a decreade0f0 members in the same quarter last year. \evbehis strategy will increase market
share for our brands in the long-term from theeéased membership sales volume.

20




Table of Contents

Consolidated Results of Operations

The following table sets forth certain operatingedas a percentage of revenue for the periodsatetic

Three Months Ended March 31,

2015 2014

Revenue 100.C % 100.( %
Operating expenses:

Payroll and related 42.1 38.t

Club operating 46.C 42.¢

General and administrative 7E 7.1

Depreciation and amortization 10.5 10.2

Impairment of fixed assets aL[© 3.1

Impairment of goodwiill — 0.1

107.1 101.¢
Operating loss (7.1 (2.9
Interest expense 4.€ 4.1
Equity in the earnings of investees and rentalnimeo (0.5 (0.5
Loss before provision (benefit) for corporate ineotaxes (11.2) (5.9
Provision (benefit) for corporate income taxes 0.3 (2.9
Net loss (11.9% 3.0%
Revenue (in thousands) was comprised of the follomg for the periods indicated:
Three Months Ended March 31,
2015 2014
Revenue % Revenue Revenue % Revenue % Variance

Membership dues $ 82,467 74.% $ 88,63¢ 76.5% (7.0%
Initiation and processing fees 3,394 3.1 3,20¢ 2.8 5.8

Membership revenue 85,86: 77.1 91,84! 79.5 (6.5)
Personal training revenue 18,32: 16.£ 16,91( 14.€ 8.2
Other ancillary club revenue (1) 5,70¢€ 5.1 5,72t 4.9 (0.9

Ancillary club revenue 24,027 21.t 22,63t 19.t 6.1
Fees and other revenue (2) 1,53¢ 1.4 1,42: 1.2 7.¢
Total revenue $ 111,42. 100.(% $ 115,90: 100.(% (3.9%

(1) Other ancillary club revenue primarily consist86iX Studio classes, Small Group Training, SporigbSifor Kids, and racquet spo
(2) Fees and other revenue primarily consist of rantaime, marketing revenue and management

Revenue decreased 3.9% in the three months endexh @4, 2015 compared to the same prior-year peaga result of lower
membership revenue partially offset by higher peastraining revenue. For the three months endetMal, 2015 compared to the same
prior-year period, revenue decreased approxim&#l§ million at our clubs opened or acquired ptioMarch 31, 2013 and $2.3 million at
clubs that closed subsequent to March 31, 20lt8se decreases were partially offset by a $albmincrease in revenue from our clubs t
were opened or acquired subsequent to March 38 201

Membership dues revenue decreased $6.0 millior6,586 , in the three months ended March 31, 20h%pewed to the same prior-year
period primarily due to the member loss in 2014yeal as existing members opting for lower dues aed members enrolling at lower rates
under our new HVLP strategy. The HVLP clubs areeex@d to experience revenue pressure in the neardtowever, we believe this
strategy will increase market share for our brandke long-term from the increased membershipssatdume.

21




Table of Contents

Initiation and processing fees revenue increas&3 $00 , or 5.8% , in the three months ended Maici2015 compared to the same
prior-year period, primarily reflecting an incredsemount of initiation and processing fees colleatader the HVLP strategy associated with
an increase in membership sales and an increasiation and processing fees paid for memberslgiginning in the third quarter of 2014.
Our total member count increased 21,000 to 5059k first quarter of 2015 compared to a decr@ide000 members in the same quarter
last year primarily due to the HVLP implementatitmitiation and processing fees under the HVLP slake higher than those charged
previously under the non-HVLP clubs. Total initaatiand processing fees collected in the three nsamided March 31, 2015 were $7.5
million compared to $2.9 million in the same perlast year. Initiation and processing fees aregeized into revenue over the estimated
average membership life.

Personal training revenue increased $1.4 million8.3% , in the three months ended March 31, 2@h8pared to the same prior-year
period, primarily reflecting an increased inter@stour multi-session personal training membershiglpcts.

Other ancillary club revenue decreased $19,00®,3% in the three months ended March 31, 2015 eoedbto the same prior-year
period primarily driven by decreased revenue fraragj fees as guest fees are no longer charged liiPHeWibs. The decrease was partially
offset by an increase in revenue from our BFX Siwdiasses.

Comparable club revenue decreased 3.5% in the thoe¢hs ended March 31, 2015 as compared to the peor-year period. The
price of our dues and fees decreased 6.7%, thet effevhich was partially offset by 2.1% increaseriemberships at our comparable clubs.
The 6.3% combined increase in personal trainingmae, other ancillary club revenue and other resemmeounted for a 1.1% total increas
total comparable club revenue.

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

Three Months Ended March 31,

2015 2014 % Variance

Payroll and related $ 46,86( $ 44 57: 5.1%
Club operating 51,28t 49,59¢ 34
General and administrative 8,40¢ 8,281 1.5
Depreciation and amortization 11,67« 11,79¢ (1.2
Impairment of fixed assets 1,135 3,62: (68.€)
Impairment of goodwill — 137 (100.0)

Total operating expenses $ 119,36 $ 118,00 1.2%

Operating expenses for the three months ended MHrck015 increased $1.4 million , or 1.2% , coraddp the same prior-year
period. Operating expenses increased in 2015 imgudcreased costs of $2.2 million related to wewly opened clubs and BFX Studio
locations, and a $1.3 million separation accrulateel to our former Executive Chairman. See Note $éparation Accrual to our condensed
consolidated financial statements. These increases offset by a decrease in fixed asset and gdladwaairment charges of $2.6 millicemc
a decrease in expenses of $2.5 million relateditcimsed clubs. Separate from these items, opegratipenses increased $3.0 million
primarily reflecting increased marketing expensied209 million due to the conversion to the HVLRcprg strategy and $809,000 of
increased occupancy expenses at our mature clfifst by a decline in utilities expense of $1.0limil.

Payroll and related. Payroll and related expenses increased $2.3 millarb.1% , in the three months ended March 3152fmpared
to the same prior-year period. The payroll expemsagase included a $1.3 million separation adaelated to our former Executive
Chairman in 2015. Separate from this item, payaod related expenses increased $1.0 million, piiynduiven by increased payroll expenses
of $506,000 from personal training which was diseotlated to higher personal training revenueaddition, we had $1.4 million of payroll
expenses related to higher wages and hours for emsimp consultants and front desk staffing assediaith the conversion of HVLP clubs
and minimum wage increases, offset by lower comonissof $900,000. As a percentage of total revepagroll and related expenses
increased to 42.1% in the three months ended M2ikcRB015 from 38.5% for the same prior-year per@eparate from the one-time
separation accrual of $1.3 million for our formeteEutive Chairman, payroll and related expensegased to 40.9% as a percentage of total
revenue.
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Club operating. Club operating expenses increased $1.7 million3.4% , in the three months ended March 31, 20h%peoed to the
same prior-year period. This increase was pringjigtributable to the following:

* Marketing expenses increased $2.9 million inttihee months ended March 31, 2015 compared tsaime period in the prior year
principally due to increased advertising spenaeations converting to the HVLP pricing strategy.

* Rent and occupancy expenses increased $31$066 three months ended March 31, 2015 comparéttteame period last year.
This increase included $483,000 related to ledsscbmmenced for newly opened and future clubsBd¢l Studio locations in
2014 and 2015, as well as $809,000 in increasedpaccy expenses at our mature clubs. The currantiyerease was partially
offset by $973,000 related to closed clubs.

* The increases were partially offset by a $1.0ioni decrease in utilities expenses compared éastme prior-year period primarily
due to lower energy costs.

Principally as a result of the above, as a pergentd total revenue, club operating expenses isetto 46.0% in the three months
ended March 31, 2015 from 42.8% in the three moetited March 31, 2014 .

General and administrative. General and administrative expenses increased 81280r 1.5% , in the three months ended March 31,
2015 compared to the same period last year. Indlidéhis increase is $200,000 associated withkshoeards granted to the new members of
the Board of Directors and $385,000 related tollagd other costs in connection with a proxy condesl related settlement. Separate from
these non-comparable items, general and admim&@tpenses decreased $457,000, or 5.5%, printeflicting decreases in general
liability insurance expense of $245,000 and otlost savings. As a percentage of total revenue,rgeard administrative expenses increased
to 7.5% in the three months ended March 31, 20d/% 7.1% three months ended March 31, 2014 .

Depreciation and amortization. In the three months ended March 31, 2015 compar#itetsame period last year, depreciation and
amortization expense decreased $124,000, or 1.1% .

Impairment of fixed assets. In the three months ended March 31, 2015, we tdstathderperforming clubs and recorded an impaitmen
loss of $1.1 million on leasehold improvements anditure and fixtures at five of these clubs thaperienced decreased profitability and
sales levels below expectations during this perita 12 other clubs tested that did not have impaiit charges had an aggregate of $17.1
million of net leasehold improvements and furnitaral fixtures remaining as of March 31, 2015. imttiree months ended March 31, 2014 ,
we recorded an impairment loss of $3.6 million ixed assets related to three underperforming clibs.fixed asset impairment losses for
the three months ended March 31, 2015 and 201hcteled as a component of operating expenseséaparate line on the condensed
consolidated statements of operations.

Interest expense

Interest expense increased $459,000 , or 9.7%heithree months ended March 31, 2015 compardtkteadme period last year,
primarily reflecting the non-cash rental incomeatetl to our former tenant at the East 86th Stnexterty. Because the legal sale of our East
86th Street property is characterized for accognpirposes as a financing rather than a sale | ientane related to our former tenant in the
building that was assigned to the purchaser/laddhoe treated as interest on the financing arraegénie will continue to account for the
rental income from this former retail tenant agiast expense until the tenant’s lease is terndnate

Provision (Benefit) for Corporate Income Taxes

We recorded an income tax provision of $264,00Wsige of valuation allowance compared with an meatax benefit of $2.7 million
for the three months ended March 31, 2015 and 204gpectively, reflecting an effective income tate of (2)% for the three months ended
March 31, 2015 and 43% for the three months endativi31, 2014 . For the three months ended MarcB@Il5 and 2014, we have
determined our income tax provision and benefiaaliscrete basis since the potential impact otdlatons in our forecast may have a
significant impact on the estimated annual effectax rate. Separate from the impact of the valnatilowance, our effective tax rate for the
three months ended March 31, 2015 would have ba#&n 4
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Segment Results of Operations

The following discussion sets forth our financiatjprmance by reportable segment for the three nsomhded March 31, 2015 and
2014 . We present earnings (loss) before intesgstrese (net of interest income), provision (behé&fit corporate income taxes, and
depreciation and amortization ("EBITDA") as thenpary measure of profit and loss for our operatiegnsents in accordance with FASB
guidance for segment reporting.

Clubs (New York Sports Clubs, Boston Sports Clubs, Philadel phia Sports Clubs, Washington Sports Clubs, and Swiss Sports Clubs)

Three Months Ended March 31,
2015 2014
Revenues $ 111,07C $ 115,90:
EBITDA $ 529 % 10,93¢

Clubs revenue decreased $4.8 million , or 4.2%hérnthree months ended March 31, 2015 compardtteame prior-year period,
mainly driven by lower membership revenue due isteyg members opted for lower dues and new mendiedled at lower rates under our
new HVLP strategy. Comparable club revenue decteds#s in the three months ended March 31, 20I®agpared to the same prior-year
period. The price of our dues and fees decread@d, @he effect of which was partially offset by % Increase in memberships at our
comparable clubs. The 6.3% combined increase sopet training revenue, other ancillary club revennd other revenue accounted for a
1.1% total increase in total comparable club reeenu

Clubs EBITDA decreased $5.6 million in the threenthe ended March 31, 2015 compared to the samey®ar period, primarily
reflecting the decline in revenue, as well as iase&l payroll and marketing expenses associatedhtbonversion of HVLP clubs, partially
offset by decreased fixed asset and goodwill inmpait charges of $2.6 million .

As of March 31, 2015, 123 clubs were under tiei& pricing strategy. As of April 2015, our HVLProersion process was completed
with 124 clubs operating under the HVLP umbrellae Temaining clubs are not planned to be conventeldare principally comprised of our
passport-only model. The HVLP clubs are expectezgkfierience earnings pressure in the near-terrreceta existing members opting for
lower dues as well as new members enrolling at toates. However, we believe this strategy willleese market share for our brands in the
long-run from the increased membership sales valume

BFX Studio
Three Months Ended March 31,
2015 2014
Revenues $ 354 $ —
EBITDA $ (949 $ (641)

BFX Studio's revenue was $354,000 for three moettaed March 31, 2015 , primarily reflecting revenfieur two BFX Studio
locations that were opened during the third quart®014 and the first quarter of 2015. We currepthn to open two additional BFX Studio
locations in 2015.

BFX Studio had an EBITDA loss of $949,000 and $680,for the three months ended March 31, 2015 &dd 2respectively,
primarily reflecting the rent and occupancy costart-up costs and overhead payroll for our B#X Studio locations and additional locatic
with leases executed and development underway.
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Liquidity and Capital Resources

As of March 31, 2015 , we had $110.8 million efh and cash equivalents. Financial instrumentgtitantially subject us to
concentrations of credit risk consist of cash aaghaequivalents. Although we deposit our cash mibhe than one financial institution, as of
March 31, 2015, $95.0 million was held at twaafigial institutions. We have not experienced asgds on cash and cash equivalent
accounts to date and we do not believe that, baise¢le credit ratings of the aforementioned instins, we are exposed to any significant
credit risk related to cash at this time.

Historically, we have satisfied our liquidity nedtisough cash generated from operations and vabouswing arrangements. Princi
liquidity needs have included the acquisition ardedopment of new clubs, debt service requiremeamis,other capital expenditures
necessary to upgrade, expand and renovate exdtibg. In March 2014 and June 2014, we paid a dasthend of $0.16 per share. Any
determination to pay future dividends will be mégethe board of directors and will take into acdosuch matters as cash on hand, general
economic and business conditions, our strategitsplaur financial results and condition, contraktiegal and regulatory restrictions on the
payment of dividends by us and our subsidiariessaroth other factors as our board of directors numgider to be relevant. We believe that
our existing cash and cash equivalents, cash gedgram operations and our existing credit fagitill be sufficient to fund capital
expenditures, working capital needs and otherdidpirequirements associated with our operationsuth at least the next 12 months.

Operating Activities. Net cash provided by operating activities for ttmee months ended March 31, 2015 increased $1illidrm
compared to the same period last year. Cash fr@matipns primarily benefited from an $8.4 milliarciease in cash collected for fees pai
the time of member enroliment in the three montided March 31, 2015 related to an increase in tjoéséees per membership as well as
increase in memberships sold. Accounts payableaeadied expenses increased $10.7 million in treethmonths ended March 31, 2015
compared to a decrease of $4.6 million in the spem®d in 2014 related to the timing differencepayments. This included an increase in
accrued payroll expenses which generated a fawratsh flow variance of $5.7 million in the threenths ended March 31, 2015 compared
to the same period in 2014 resulting from the todifference in payments. The cash increase aferted a decrease in utility payments of
$1.0 million in the three months ended March 31,3%26ompared with the same prigear period. These cash increases were partidietdby
the decrease in membership dues collected of $iflidmin the three months ended March 31, 2015.

Investing Activities. Net cash used in investing activities increase2BFI00 in the three months ended March 31, 201%5eosd to the
same prior-year period. The increase was primdrily to a $1.1 million executive separation obliyatielated to our former Executive
Chairman during the three months ended March 315 2@artially offset by decreased capital expemdi related to decreased activity in the
building of new clubs and new BFX Studio locatiahging the three months ended March 31, 2015 dlinvg activities in the three months
ended March 31, 2015 and 2014 both consisted dfat@&xpenditures for expanding and remodelingtengsclubs, and the purchase of new
fithess equipment.

For the year ending December 31, 2015, we currefaly to invest $30.0 million to $34.0 million impital expenditures. This amount
includes approximately $7.0 million to $8.0 millioelated to planned 2015 openings, including oob eind one BFX Studio location that
both opened in middarch, and two future BFX Studio locations. Totapital expenditures also includes approximately.@haillion to $18.(
million to continue enhancing or upgrading existahgbs and approximately $4.0 million to $5.0 naifliprincipally related to major
renovations at certain clubs. We also expect teshapproximately $3.0 million to continue to enfepur management information and
communication systems. We expect these capitalnehjpees to be funded by cash flow from operatiand available cash on hand.

Financing Activities. Net cash provided by financing activities for theee months ended March 31, 2015 decreased $#iOmi
compared to the same period last year, primarig/tdua decrease in cash dividends paid to comnozhkisblders of $3.8 million . In the three
months ended March 31, 2015 and 2014, we also madiacipal payment on the 2013 Term Loan Facdit$778,000 and $812,500,
respectively.
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As of March 31, 2015, our total principal amouhtiebt outstanding was $307.5 million . This subst amount of debt could have
significant consequences, including:

< making it more difficult to satisfy our obligationsicluding with respect to our outstanding indeloiess
e increasing our vulnerability to general adversenecoic and industry conditior

< limiting our ability to obtain additional finaimg to fund future working capital, capital expemndés, acquisitions of new clubs and
other general corporate requirements;

e requiring a substantial portion of our cash flftam operations for the payment of interest ondelst, which is variable on our
2013 Revolving Loan Facility and partially varialole our 2013 Term Loan Facility, and/or principatguant to excess cash flow
requirements and reducing our ability to use oghddow to fund working capital, capital expendédsrand acquisitions of new
clubs and general corporate requirements;

* increasing our vulnerability to interest ratectiuations in connection with borrowings under 20t 3 Senior Credit Facility, some
of which are at variable interest rates;

< limiting our ability to refinance our existing indedness on favorable terms, or at all;
« limiting our flexibility in planning for, or reaatig to, changes in our business and the industshioh we operat
These limitations and consequences may placeais@npetitive disadvantage to other less-leveragetpetitors.

We believe that we have, or will be able to, obtaigenerate sufficient funds to finance our curggrerating and growth plans throt
the next 12 months. Any material acceleration @a@sion of our plans through newly constructed £lmbacquisitions (to the extent such
acquisitions include cash payments) may requir® gsirsue additional sources of financing. Therelm@no assurance that such financing
will be available, or that it will be available aeceptable terms.

2013 Senior Credit Facility

On November 15, 2013, TSI, LLC, an indirect, whadlyned subsidiary, entered into a $370.0 millionisesecured credit facility
(“2013 Senior Credit Facility”), among TSI, LLC, THoldings II, LLC, a newly-formed, wholly-owned ksidiary of the Company
(“Holdings 1), as a Guarantor, the lenders pdhgreto, Deutsche Bank AG, as administrative agamt,Keybank National Association, as
syndication agent. The 2013 Senior Credit Facdapsists of a $325.0 million term loan facility mahg on November 15, 20202013 Tern
Loan Facility”) and a $45.0 million revolving lodacility maturing on November 15, 2018 (“2013 Raxng Loan Facility”). Proceeds from
the 2013 Term Loan Facility of $323.4 million wéssued, net of an original issue discount (“OIDf0kb% , or $1.6 million . Debt issuance
costs recorded in connection with the 2013 Senied(€ Facility was $5.1 million and will be amowtid as interest expense and is included in
other assets in the accompanying condensed coatalithalance sheets. We also recorded additiobadisount of $4.4 million related to
creditor fees. The proceeds from the 2013 Term LEamility were used to pay off amounts outstandinder our previously outstanding long-
term debt facility originally entered into on Ma$,12011 (as amended from time to time), and torpkated fees and expenses. None of the
revolving loan facility was drawn upon as of thesthg date on November 15, 2013, but loans un@e2®13 Revolving Loan Facility may
drawn from time to time pursuant to the terms ef 2013 Senior Credit Facility. The borrowings unidher 2013 Senior Credit Facility are
guaranteed and secured by assets and pledgesital stqck by Holdings II, TSI, LLC, and, subject¢ertain customary exceptions, the
wholly-owned domestic subsidiaries of TSI, LLC.

Borrowings under the 2013 Term Loan Facility anel 2013 Revolving Loan Facility, at TSI, LLC’s opticbear interest at either the
administrative agent’s base rate plus 2.5% or &0RBate adjusted for certain additional costs {Eweodollar Rate”) plus 3.5% , each as
defined in the 2013 Senior Credit Facility. Witlspect to the outstanding initial term loans, theodollar Rate has a floor of 1.00% and the
base rate has a floor of 2.00% . Commencing withdbkt business day of the quarter ended MarcB@Y, TSI, LLC is required to pay
0.25% of the principal amount of the term loanshegqizarter, which may be reduced by voluntary pregayts. As of March 31, 2015 , we
have made a total of $17.5 million in principal pents on the 2013 Term Loan Facility.
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The terms of the 2013 Senior Credit Facility previdr a financial covenant in the situation whére tiotal utilization of the revolving
loan commitments (other than letters of creditw$%.5 million at any time outstanding) exceeds 28%e aggregate amount of those
commitments. In such event, TSI, LLC is requirednaintain a total leverage ratio, as defined in28&3 Senior Credit Facility, of no greater
than 4.50:1.00. While not subject to the total tage ratio covenant as of March 31, 2015 as owr wtilization of the 2013 Revolving Loan
Facility as of March 31, 2015 was $3.0 million s$ued and outstanding letters of credit thereutdeause our total leverage ratio as of
March 31, 2015 was in excess of 4.50 :1.00, wesarently not able to utilize more than 25% of 8843 Revolving Loan Facility. We will
continue not to be able to utilize more than 25%hef2013 Revolving Loan Facility until we haveotat leverage ratio of no greater than
4.50 :1.00. The 2013 Senior Credit Facility alsoteins certain affirmative and negative covenantduding covenants that may limit or
restrict TSI, LLC and Holdings II's ability to, amg other things, incur indebtedness and otherliiesi; create liens; merge or consolidate;
dispose of assets; make investments; pay dividendsnake payments to shareholders; make paymewertain indebtedness; and enter
sale leaseback transactions, in each case, stibjeettain qualifications and exceptions. In additiat any time when the total leverage ratio
is greater than 4.50 :1.00, there are additionaitditions on the ability of TSI, LLC and Holdingstd, among other things, make certain
distributions of cash to TSI Holdings. The 2013 i8eRredit Facility also includes customary evewitglefault (including non-compliance
with the covenants or other terms of the 2013 Sddiedit Facility) which may allow the lenders &rhinate the commitments under the
2013 Revolving Loan Facility and declare all outstiag term loans and revolving loans immediatelg dand payable and enforce its rights as
a secured creditor.

TSI, LLC may prepay the 2013 Term Loan Facility &0d 3 Revolving Loan Facility without premium omadty in accordance with
the 2013 Senior Credit Facility. Mandatory prepagteare required relating to certain asset saiesrance recovery and incurrence of
certain other debt and commencing in 2015 in aetacumstances relating to excess cash flow (set¥ for the prior fiscal year, as
described below, in excess of certain expenditirassuant to the terms of the 2013 Senior Crediiliia we are required to apply net
proceeds in excess of $30.0 million from saleassets in any fiscal year towards mandatory prapays of outstanding borrowings. In
connection with the sale of the East B&treet property, accounted for as a building fifregarrangement, described in Note 5 — Building
Financing Arrangement, we received approximately.$4nillion in net sales proceeds (after taxesptgefjiving effect to utilization of net
operating losses and carryforwards) during thelthurarter of 2014. Accordingly, we made a mandapoepayment of $13.5 million on the
2013 Term Loan Facility in November 2014. In cortimetwith this mandatory prepayment, during thery@aded December 31, 2014, we
recorded loss on extinguishment of debt of $493,0fbnsisting of the write-off of unamortized dédstuance costs and debt discount of
$119,000 and $374,000 , respectively. To thentsttee proceeds of the sale of the East 86th Stregierty are not reinvested, we may be
required to use such amounts, other than amouatsin®2014 to repay debt, to pay down our outstamdebt, as provided under the terms of
our 2013 Senior Credit Facility. Based on unit gitoyrojection and increased capital expenditurksded to the building of new clubs and
new BFX Studio locations, we do not expect to lspiied to make a payment at any time. In additibe,2013 Senior Credit Facility conta
provisions that require excess cash flow paymestsiefined, to be applied against outstanding 2@t Loan Facility balances. The excess
cash flow is calculated annually for each fiscadryending December 31 and paid 95 days after soalfyear end. The applicable excess cash
flow repayment percentage is applied to the excask flow when determining the excess cash flowr@t. Earnings, changes in working
capital and capital expenditure levels all impaet determination of any excess cash flow. The epbplé excess cash flow repayment
percentage is 50% when the total leverage ratideéined in the 2013 Senior Credit Facility, exceedis equal to 2.50 :1.00; 25% when the
total leverage ratio is greater than or equal @9 21.00 but less than 2.50 :1.00 andWen the total leverage ratio is less than 2.00:1Tbe
first excess cash flow payment would have beeniméeril 2015. The excess cash flow calculationfpened as of December 31, 2014 did
not result in any required payments in April 20TBe second excess cash flow payment is due in 2p1ib, if applicable. Based on our unit
growth projection and increased capital expendituedated to the building of new clubs and new BFiXdio locations, together with our
operating forecast, we do not expect there wilhbexcess cash flow payment required at that time.

As of March 31, 2015, the 2013 Term Loan Facliag a gross principal balance of $307.5 million arlance of $299.4 million net
of unamortized debt discount of $8.1 million whistcomprised of the unamortized portions of the @BEorded in connection with the
May 11, 2011 debt issuance and the unamortizechbalef the additional debt discounts recorded imeation with the First Amendment ¢
Second Amendment to the 2011 Senior Credit Facilihe unamortized debt discount balance is recoadeal contra-liability to long-term
debt on the accompanying condensed consolidatetidmkheet and is being amortized as interest sgpesing the effective interest method.
As of March 31, 2015 , the unamortized balanceebit dssuance costs of $3.5 millinbeing amortized as interest expense, and iaded ir
other assets in the accompanying condensed coatalithalance sheets.
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As of March 31, 2015 , there were no outstandintf3ZRevolving Loan Facility borrowings and outstamgietters of credit issued
totaled $3.0 million . The unutilized portion o&t013 Revolving Loan Facility as of March 31, 20d&s $42.0 million and the available
unutilized portion, based on our total leveragerakceeding 4.50:1.00, was $11.3 million .

On January 30, 2015, the 2013 Senior Credit Fpeilds amended (the "Amendment") to permit TSI Haddito purchase term loans
under the Credit Agreement. Any term loans purcthdseT S| Holdings will be cancelled. We may fromé to time purchase term loans in
market transactions, privately negotiated traneastor otherwise; however we are under no obligatianake any such purchases. Any such
transactions, and the amounts involved, will depemgrevailing market conditions, liquidity requinents, contractual restrictions and other
factors. The amounts involved may be material.

Financial Instruments

In our normal operations, we are exposed to maigles relating to fluctuations in interest ratesokder to minimize the possible
negative impact of such fluctuations on our castvél we may enter into derivative financial instrumse(“derivatives”), such as interest-rate
swaps. Derivatives are not entered into for tragingposes and we only use commonly traded instrtsn@urrently, we have used
derivatives solely relating to the variability aigh flows from interest rate fluctuations.

We originally entered into our interest rate swaprgement on July 13, 2011 in connection withgmewious credit facility. Effective
as of November 15, 2013, the closing date of tHe82®enior Credit Facility, the interest rate swaprgement had a notional amount of
$160.0 million and will mature on May 15, 2018. Tveap effectively converts $160.0 million of the2$30 million total variable-rate debt
under the 2013 Senior Credit Facility to a fixetkeraf 5.384% , when including the applicable 3.50%rgin. As permitted by FASB
Accounting Standards Codification (“ASC”) 815, Datlives and Hedging, we have designated this swapcash flow hedge, the effects of
which have been reflected in our condensed coredelitfinancial statements as of and for the threeths ended March 31, 2015 and 2014 .
The objective of this hedge is to manage the véitiabf cash flows in the interest payments rethte the portion of the variable-rate debt
designated as being hedged.

When our derivative instrument was executed, hedgeunting was deemed appropriate and it was desidras a cash flow hedge at
inception with redesignation being permitted under ASC 815, Denvestiand Hedging. Interest rate swaps are desigaatedsh flow hedgt
for accounting purposes since they are being us&dnsform variable interest rate exposure todfixgerest rate exposure on a recognized
liability (debt). On an ongoing basis, we performuarterly assessment of the hedge effectivenetbedfedge relationship and measure and
recognize any hedge ineffectiveness in the condetsesolidated statements of operations. For tteetmonths ended March 31, 2015 and
2014 , hedge ineffectiveness was evaluated usegyhothetical derivative method. There was no beadgffectiveness for the three months
ended March 31, 2015 and 2014 .

The counterparty to our derivatives is a major raglknstitution with a credit rating of investmegrade or better and no collateral is
required, and there are no significant risk coregioins. We believe the risk of incurring lossesdenivative contracts related to credit risk is
unlikely.
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Building Financing Arrangement

On September 12, 2014, we completed the legalodalar property (building and land) on East 86tre&t, New York City, to an
unaffiliated third-party for gross proceeds of $aillion , which includes $150,008f additional payments to us. Concurrent with thsiog
of the transaction, we leased back the portiomefaroperty comprising our health club. We expedease (“Initial Lease™he premises to i
least March 2016 and then, upon notice from thelmser/landlord, the Initial Lease will terminatelave will vacate the property while the
purchaser/landlord demolishes the existing buil@gind the adjacent building and builds a new luxbigh-rise multi-use building. In
connection with vacating the property, we intenéder into a new lease (“New Club Lease”) for agpnately 24,00Gquare feet in the ne
building for the purpose of operating a health aiplon completion of construction by the purchaaedlord. The term of the Initial Lease is
10 years, and at the end of this initial term, \@eehtwo options at our sole discretion to renewl¢hse; the first for an additional 10 year
period and a second for an additional five yeaiogkefalthough we expect that the purchaser/landlglidexercise its right to early terminate
the Initial Lease so that it may commence the caosbn of the new building). Under the Initial Llssa(and New Club Lease if entered into),
the purchaser/landlord has agreed to pay us liteaiddamages if the new club is not available bgréain date. The latest date that the
liquidated damages would begin to be paid wouldpel 13, 2020 and would continue until the newlxis available. For accounting
purposes, the nature of these potential liquiddtedages constitutes continuing involvement withpheehaser/landlord’ development of tr
property. As a result of this continuing involverhghe sale-leaseback transaction is currentlyireduo be accounted for as a financing
arrangement rather than as a completed sale. Wnddreatment, we have included the proceedsvedsis a financing arrangement on our
balance sheet. Except for payments under the llhiéiase and the New Club Lease, we do not expeuiaie any cash payments to the
purchaser/landlord with respect to the buildingifining arrangement. We recorded a taxable (for&dad state income tax purposes) gain
on the sale of the property and made estimategagsents in September 2014 in this regard. In M26d5, we received the remaining
proceeds held in escrow of $500,Q08hich was included in our cash flow statementtfier three months ended March 31, 2015 as a fing
cash inflow.

As of March 31, 2015, the total financing arrangetrwas $83.9 million , which is net of $1.8 mitlibeld in escrow for our former
tenant. The accrued interest on financing arrangémas not material at March 31, 2015 . Becausér#msaction is characterized as a
financing for accounting purposes rather than @, $hé rental payments and related transactios emsttreated as interest on the financing
arrangement. As these interest amounts are lesgtibanterest that would be charged under a ty/filcancing, the financing is characterized
as an interest only financing with no reductiotthia principal throughout the Initial Lease termiluguty continuing involvement has ceased.
Until such time, even though we no longer havellétia to the building and the land, the buildirmilding improvements and land remain
our consolidated balance sheet and the buildingoaiiding improvements will continue to be depréethover their remaining useful lives.
Similarly, we do not have a loan or borrowing agament with the purchaser/landlord but the buildingncing arrangement will remain on
our balance sheet until any continuing involventeag ceased.

As of March 31, 2015, the net book value of thidding and building improvements was $3.1 milliamdahe book value of the land
was $986,000 . As part of the transaction, we ircu$3.2 million of real property transfer taxesker fees and other costs which will be
deferred and amortized over the term of the Initedse of 25 years , which includes the optiongosii The net fees are recorded in Other
assets on our accompanying condensed consolidaledde sheets as of March 31, 2015 and Decembé&034,

Payments made under the Initial Lease, includimgaténcome related to our former tenant in thdding that was assigned to the
purchaser/landlord, are recognized as interestresgoen the underlying financing arrangement. Inetlich the contractual obligation table
below is our future lease commitment of $750,000ye&ar under the remaining term of the Initial Lesaghich includes the options periods
and will be recorded as interest expense. Rentahie related to our former tenant in the buildifgmproximately $2.0 million per year and
the amortization of the deferred costs of $126 880year will be recorded as interest expense garitee purchaser/landlord exercises its
to terminate the lease before the end of the 10ipéal Lease).
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Contractual Obligations

As of March 31, 2015, our contractual obligatitinged in the table below and payments due by peniere as follows:

Payments Due by Period (in thousands)

Less than More than
Contractual Obligations (4) Total 1 Year 1-3 Years 3-5 Years 5 Years
Long-term debt (1) $ 307,50t $ 3,11« $ 6,22¢ $ 6,22¢ $ 291,93t
Interest payments on long-term debt (2) 81,02: 15,40¢ 30,32( 26,95¢ 8,33¢
Operating lease obligations (3) 641,01: 91,15: 167,25t 139,10° 243,49:
Total contractual obligations $ 1,029,54 $ 109,67: $ 203,80t $ 172,29: $ 543,76¢

Notes:

(1) Principal amounts paid each year may incrdasual excess cash flow amounts are requireddasribed above). Excess cash flow
was calculated as of December 31, 2014 and no pagraee currently required in 2015 or any futureque

(2) Based on interest rates pursuant to the 2@t Toan Facility and the interest swap agreemeuof &March 31, 2015

(3) Operating lease obligations include base seht. Certain leases provide for additional rergdzhon real estate taxes, common area
maintenance and defined amounts based on our ougrasults. Amounts include obligations underltiigal Lease related to the
Building financing arrangement. Does not includg amounts relating to the New Club Lease. See tBug Financing Arrangement.”

(4) The table above does not reflect paymentse@lte planned club closures and executive separabligation to our former Executive
Chairman. Refer to Note 14 - Separation Accruauncondensed consolidated financial statements.

The following long-term liabilities included on tlkendensed consolidated balance sheet are exdiaiedhe table above: income
taxes (including uncertain tax positions or besgfinsurance accruals and other accruals. Weratgleito estimate the timing of payments
for these items.

Working Capital

We had working capital of $51.7 million and $52.8lion at March 31, 2015 and December 31, 2014peetively. Major components
of our working capital on the current assets sigecash and cash equivalents, accounts receiyailgaid expenses and other current assets,
and the current portion of deferred tax assetfAdarch 31, 2015 , these current assets moredffaet the current liabilities, which consist
of deferred revenues, accounts payable, accruezhegp (including, among others, accrued construatiprogress and equipment, payroll
and occupancy costs), the current portion of defetax liabilities and the current portion of lotegm debt. The deferred revenue that is
classified as a current liability relates to dued aervices paid-in-full in advance and fees paith@time of enroliment and totaled $48.6
million and $37.0 million at March 31, 2015 and Beter 31, 2014 , respectively. Initiation and pssagg fees received are deferred and
amortized over the estimated average memberskipfli& club member and all annual fees are defamdcamortized over a twelve month
period. Prepaid dues and fees for prepaid seraiegenerally realized over a period of up to te@ehonths. In periods when we increase the
number of members and consequently increase teédépayments received in advance, we would exigeste increased deferred revenue
balances. By contrast, any decrease in demandifa@easvices or reductions in joining fees colleataxlild have the effect of reducing
deferred revenue balances, which would likely regjus to rely more heavily on other sources of fingdin either case, a significant portion
of the deferred revenue is not expected to constéuiability that must be funded with cash. A¢ time a member joins our club, we incur
enrollment costs, a portion of which are deferreerdhe estimated average membership life. Thests eme recorded as a lotegm asset ar
as such do not affect working capital. We belieueaash and cash equivalents and our 2013 Revolwag Facility, which had $11.3
million of availability at March 31, 2015 based our leverage ratio and utilization at that date, @rfficient to fund our operating, investing
and financing requirements for the next twelve rhent

Recent Changes in or Recently Issued Accounting Pmouncements

See Note 2 — Recent Accounting Pronouncementstodhdensed consolidated financial statements.
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Use of Estimates and Critical Accounting Policies

Fixed and intangible assets. Fixed assets are recorded at cost and depredatadtraight-line basis over the estimated udizies of
the assets, which are 30 years for building andargments, five years for club equipment, furnifdbgures and computer equipment and
three to five years for computer software. Leasgtimprovements are amortized over the shortereif #stimated useful lives or the
remaining period of the related lease. Payrolldaectly related to the construction or expansibthe Company’s club and BFX Studio
base are capitalized with leasehold improvemengetditures for maintenance and repairs are chaogegerations as incurred. The cost
and related accumulated depreciation of assetgdatr sold, is removed from the respective aceoant any gain or loss is recognized in
operations. The costs related to developing welicgtions, developing web pages and installing tigyed applications on the web servers
are capitalized and classified as computer softwalieb site hosting fees and maintenance costsxpensed as incurred.

Long-ived assets, such as fixed assets and intangssletsiare reviewed for impairment when eventsrouwistances indicate that th
carrying value may not be recoverable. Estimatetiszounted expected future cash flows are usedtermine if an asset group is impaired,
in which case the asset’s carrying value woulddakiced to its fair value, calculated considerimgmbination of market approach and a cost
approach. In determining the recoverability of &xassets, Level 3 inputs were used in determinimiscounted cash flows, which are based
on internal budgets and forecasts through the étitedife of the primary asset in the asset gratnich is normally the life of leasehold
improvements. The most significant assumptionba@se budgets and forecasts relate to estimated evehip and ancillary revenue, attrition
rates, estimated results related to new progranclas and maintenance capital expenditures, whéhenerally estimated at
approximately 3% to 5% of total revenues dependimgn the conditions and needs of a given club.efcantinue to experience competitive
pressure as we transition to the HVLP strategyageassumptions may fluctuate materially. See Note Fixed Asset Impairment to our
condensed consolidated financial statements.

In the three months ended March 31, 2015, we testachderperforming clubs and recorded an impaitrioes of $1.1 million on
leasehold improvements and furniture and fixtutegrza of these clubs that experienced decreasefitquility and sales levels below
expectations during this period. The 12 other chelsted that did not have impairment charges haabgregate of $17.1 million of net
leasehold improvements and furniture and fixtuegsaining as of March 31, 2015. The clubs teste@ heen forecasted under the HVLP
pricing strategy. To the extent the HVLP pricintgagtgy does not meet our current expectations, ayernecord additional impairment
charges.

During the three months ended March 31, 2014 ,eserded an impairment loss of $3.6 million on fixex$ets related to three
underperforming clubs. The fixed asset impairmessés for the three months ended March 31, 2012@Ml are included as a componer
operating expenses in a separate line on the ceadaronsolidated statements of operations.

Goodwill has been allocated to reporting units thasely reflect the regions served by our foudéraames: New York Sports Clubs
(“NYSC"), Boston Sports Clubs (“BSC”), Washingtop@ts Clubs (“WSC") and Philadelphia Sports CIulisSC"), with certain more
remote clubs that do not benefit from a regionasir being considered single reporting units (feuClubs”), our three clubs located in
Switzerland (“SSC”) and our BFX Studio ("BFX StugioAs of March 31, 2015 , the WSC region, PSCaagthe Outlier Clubs and BFX
Studio do not have goodwill balances. The carryialgie of goodwill was allocated to our reportingtsipursuant to FASB guidance.

As of February 28, 2015 and February 28, 2014, evéopmed our annual impairment test of goodwill. g$-ebruary 28, 2015, we did
not have any goodwill impairment charges. As ofrbaby 28, 2014, we impaired $137,000 of goodwiiazsated with the Outlier Clubs. We
did not have a goodwill impairment charge in the¥, BSC and SSC regions.

The valuation of intangible assets requires assompind estimates of many critical factors, intlgdevenue and market growth,
operating cash flows and discount rates. We willticme to complete interim evaluations of the goitidwy reporting unit if a triggering eve
exists. We developed long-range financial forec@fite years) for all reporting units and assumed orggroevth from the existing club ba:
Terminal growth rates were calculated for yearsobethe five year forecast. As of February 28, 2@l&used discount rates ranging from
13.2% to 13.9% and terminal growth rates ran@iom 0.5% to 3.0% These assumptions are developed separatelydhrreporting uni

Deferred Income Taxes. As of both March 31, 2015 and December 31, 2014hacka net deferred tax liability of $11.6 milliand a
state net deferred tax liability of $3.3 millionespectively. As of December 31, 2014, we mainthened as of March 31, 2015 continued to
maintain a full valuation allowance of our deferted assets.
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Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “ford#ooking” statements within the meaning of Sect3i of the Securities Act of
1933 and Section 21E of the Securities ExchangefAt®34, including, without limitation, statememggarding future financial results and
performance, potential sales revenue, potentisl closures, HVLP conversions, our strategic reypeacess, legal contingencies and tax
benefits and contingencies, future declarationspayinents of dividends, and the existence of advéigation and other risks, uncertainties
and factors set forth under Item 1A., entitled Rimctors”, in the Company’s Annual Report on FA®AK for the fiscal year ended
December 31, 2014 and in our other reports andrdeats filed with the SEC. You can identify thesenard-looking statements by the use

of words such as “outlook”, “believes”, “expect¥ptential”, “continues”, “may”, “will", “should”,“seeks”, “approximately”, “predicts”,
“intends”, “plans”, “estimates”, “anticipates”, ‘figet”, “could” or the negative version of these d®or other comparable words. These
statements are subject to various risks and uncgets, many of which are outside our control, itthg, among others, the level of market
demand for our services, economic conditions affgabur business, the success of our HVLP stratigygeographic concentration of our
clubs, competitive pressure, the ability to achieauctions in operating costs and to continuategrate acquisitions, outsourcing of certain
aspects of our business, environmental mattergphbcation of Federal and state tax laws andlagigus, any security and privacy breaches
involving customer data, the levels and terms ef@mpany’s indebtedness, and other specific facliscussed herein and in other SEC
filings by us (including our reports on Forms 1GaHd 10-Q filed with the SEC). We believe that atMard-looking statements are based on
reasonable assumptions when made; however, wenahtt it is impossible to predict actual resalt®utcomes or the effects of risks,
uncertainties or other factors on anticipated tesul outcomes and that, accordingly, one shoulgiaze undue reliance on these statements.
Forward-looking statements speak only as of the ddien made and we undertake no obligation to egtiase statements in light of
subsequent events or developments. Actual resalysdiffer materially from anticipated results ot@ames discussed in any forwdabking
statement.
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ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

Our debt effectively bears interest at fixed andalde rates so that we are exposed to market reskdting from interest rate
fluctuations. We regularly evaluate our exposurthése risks and take measures to mitigate thelsg on our consolidated financial results.
We do not participate in speculative derivativeling.

Interest rates on borrowings for the 2013 Term LBadility are for one-month periods in the cas&wfodollar borrowings. Our
exposure to market risk for changes in interestsraglates to interest expense on variable rate Astof March 31, 2015 , we had $307.5
million of outstanding borrowings under our 2013Md_oan Facility of which $160.0 million of this sable rate debt is hedged to a fixed
rate under an interest rate swap agreement. Chamgfes fair value of the interest rate swap deieainstrument is recorded each period in
accumulated other comprehensive income (loss).das¢he amount of our variable rate debt and mierést rate swap agreement as of
March 31, 2015 , a hypothetical 100 basis poirgrist increase would have increased our annuaésiteost by approximately $231,000.

For additional information concerning the term®of 2013 Term Loan Facility, see Note 3 — Long-Té@#gbt to the condensed
consolidated financial statements.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Proceduréd/e maintain disclosure controls and proceduresiah term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangjetidat are designed to ensure that the informatguired to be disclosed by us in the
reports filed or submitted by us under the Exchahgids recorded, processed, summarized and rgpuaiitin the time periods specified in
the SEC'’s rules and forms and such informatiorcéaimulated and communicated to management, indutim Chief Executive Officer and
the Chief Financial Officer, as appropriate, t@alltimely decisions regarding required disclosiisclosure controls and procedures, no
matter how well designed and operated, can prasidie reasonable assurances of achieving the desirgdols.

As of March 31, 2015 , we carried out an evaluatiorder the supervision and with the participattbour management, including the
Chief Executive Officer and the Chief Financial iodf, of the effectiveness of the design and opmraif our disclosure controls and
procedures defined above. Based upon that evatyatio Chief Executive Officer and Chief Finand@ficer have concluded that, as of
March 31, 2015 , our disclosure controls and praoesiwere effective at the reasonable assuranek lev

Changes in Internal Control over Financial Reportgn There have been no changes in our internal coower financial reporting
during the quarter ended March 31, 2015 that haatenally affected, or are reasonably likely to ematlly affect, our internal control over
financial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings.

On February 7, 2007, in an action styled Whiter&tlaza Realty, LLC v. TSI, LLC et al., the lardlof one of TSI, LLC’s former
health and fitness clubs filed a lawsuit in statertagainst 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 plaintificeleased to a subsidiary of TSI, LLC, the
tenant, and take additional space in a nearbyitiatélsed by another subsidiary of TSI, LLC. Faling a determination of an initial award,
which TSI, LLC and the tenant have paid in fulk fandlord appealed the trial court’s award of dg@saand on August 29, 2011, an
additional award (amounting to approximately $800,) (the “Additional Award”), was entered agaittst tenant, which has recorded a
liability. Separately, TSI, LLC is party to an agneent with a third-party developer, which by its1is provides indemnification for the full
amount of any liability of any nature arising ofitloe lease described above, including attorneges fincurred to enforce the indemnity. As a
result, the developer reimbursed TSI, LLC and émant the amount of the initial award in installtseover time and also agreed to be
responsible for the payment of the Additional Awaadd the tenant has recorded a receivable refatin indemnification for the Additional
Award. The developer and the landlord are currdiityating the payment of the Additional Award ajudigment was entered against the
developer on June 5, 2013 in the amount of apprabtdiy $1.0 million , plus interest, which judgmevas upheld by the appellate court on
April 29, 2015. On June 13, 2013, the developedfa notice of its intent to appeal the judgmeht &ppeal remains pending. TSI, LLC does
not believe it is probable that TSI, LLC will beqréred to pay for any amount of the Additional Adar

On or about October 4, 2012, in an action stylede¥al abbe, et al. v. Town Sports International, Lpfaintiff commenced a purport
class action in New York State court on behalf efspnal trainers employed in New York State. Laistseeking unpaid wages and damages
from TSI, LLC and alleges violations of various yigions of the New York State labor law with regpecpayment of wages and TSI, LLC's
notification and record-keeping obligations. Theu@das bifurcated class and merits discovery. ddaalline for the completion of pre-class
certification document discovery was December 8142and the deadline for a class certification orots June 12, 2015. While it is not
possible to estimate the likelihood of an unfavtealutcome or a range of loss in the case of aawanéble outcome to TSI, LLC at this tin
TSI, LLC intends to contest this case vigorously.

In addition to the litigation discussed above, @wmpany is involved in various other lawsuits, miaiand proceedings incidental to the
ordinary course of business, including personairinjemployee relations claims and landlord temiisputes. The results of litigation are
inherently unpredictable. Any claims against thenpany, whether meritorious or not, could be timestoning, result in costly litigation,
require significant amounts of management timerasdit in diversion of significant resources. Thsults of these other lawsuits, claims and
proceedings cannot be predicted with certainty. Chmpany establishes accruals for loss contingsmeien it has determined that a loss is
probable and that the amount of loss, or rangess,Ican be reasonably estimated. Any such acarabdjusted thereafter as appropriate to
reflect changes in circumstances. We currenthebelthat the ultimate outcome of such lawsuitspdaand proceedings will not, individua
or in the aggregate, have a material adverse affeour consolidated financial position, result®pérations or liquidity. However, depend
on the amount and timing, an unfavorable resolutiosome or all of these matters could materiaffga our future results of operations in a
particular period.

ITEM 1A. Risk Factors

There have not been any material changes to tbemiation related to the ITEM 1A. “Risk Factors” dissure in the Company’s
Annual Report on Form 10-K for the fiscal year eshddecember 31, 2014 .

ITEM 2.  Unregistered Sales of Equity Securities and UsdPobceeds

None.
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ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Mine Safety Disclosures
Not applicable.

ITEM5. Other Information

None.

ITEM 6.  Exhibits

Required exhibits are listed in the Index to Extsilsind are incorporated herein by reference.

From time to time we may use our web site as amtlasf distribution of material company informatidfinancial and other material
information regarding the Company is routinely posbn and accessible_at http://investor.myspotiscbom. In addition, you may
automatically receive email alerts and other infation about us by enrolling your email by visitithge “Email Alerts” section at
http://investor.mysportsclubs.com

The foregoing information regarding our web site &s content is for convenience only. The contdrdur web site is not deemed to
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 Securities Exchaogef 1934, as amended, the registrant has dulged this report to be signed on

its behalf by the undersigned thereunto duly aizledr

DATE: May 5, 2015
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By:

TOWN SPORTS INTERNATIONAL
HOLDINGS, INC.

/sl Carolyn Spatafora

Carolyn Spatafora
Chief Financial Officer
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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.

3.1

3.2

3.3

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

31.1

31.2

Description of Exhibit

Amended and Restated Certificate of Incorporatiohawn Sports International Holdings, Inc. (incorated by
reference to Exhibit 3.1 of the Company’s Quart&gport on Form 10-Q for the quarter ended Jun@Q306).

Third Amended and Restated By-laws of the Comparoo(porated by reference to Exhibit 3.2 of the Regnt's
Current Report on Form 8-K, filed on September207,4).

Certificate of Designations of Series A Junior Rgrating Preferred Stock of Town Sports InternasibHoldings, Inc.
filed with the Secretary of State of the State efdware on January 2, 2015 (incorporated by referém Exhibit 3.1 of
the Registrant’s Current Report on Form 8-K, dakauary 2, 2015).

Rights Agreement, dated as of December 31, 2014/dee Registrant and Computershare Trust Compafy; Als
Rights Agent (incorporated by reference to Exhbit of the Registrant’s Current Report on Form &#ted January 2,
2015).

Letter Agreement, dated February 25, 2015, betWeswm Sports International Holdings, Inc. and Rolt&gigrdina
(incorporated by reference to Exhibit 10.1 of thegRtrant’'s Current Report on Form 8-K, filed orbReary 25, 2015).

Letter Agreement, dated February 25, 2015, betWeswn Sports International Holdings, Inc. and Da@ellagher
incorporated by reference to Exhibit 10.2 of thgiReant's Current Report on Form 8-K, filed on Redry 25, 2015).

Form of Amended and Restated Executive Severanoeefigent, dated February 25, 2015, between TowntsSpor
International Holdings, Inc. and each of Carolyrat@fora, David M. Kastin, Paul Barron, Scott Millpand Nitin
Ajmera (incorporated by reference to Exhibit 10f3h@ Registrant’s Current Report on Form 8-K,diten February 25,
2015).

First Amendment to Credit Agreement, dated as ofidey 30, 2015, among Town Sports InternationalC LTSI
Holdings, Il, LLC, the lenders party thereto, Detis Bank AG New York Branch, as administrative agen
(incorporated by reference to Exhibit 10.5 of thegRtrant's Annual Report on Form 10-K filed on Redyy 27, 2015).

Nomination and Standstill Agreement, dated March2®24.5, by and among Town Sports International kiglsl Inc.
and PW Partners Atlas Fund Il LP, PW Partners Btasund LP, PW Partners Atlas Funds, LLC, PW Peastrid.C,
PW Partners Capital Management LLC, Patrick Watkh,Vora Special Opportunities Master Fund, Ltd., M@a
Capital Management, LLC, and Parag Vora (incorpatdty reference to Exhibit 10.1 of the Registra@iisrent Report
on Form 8-K filed on March 25, 2015).

Letter Agreement, dated March 24, 2015 between T8parts International Holdings, Inc. and Farallapital
Management, L.L.C. (incorporated by reference thikik 10.2 of the Registrant’s Current Report omz@&-K filed on
March 25, 2015).

Amended and Restated Non-Employee Director CompiensRlan (incorporated by reference to Exhibit316f the
Registrant’s Current Report on Form 8-K filed onrbta25, 2015).

Certification of Chief Executive Officer pursuantRule 13a — 14(a) and Rule 15d — 14(a) of the @&z1Exchange
Act of 1934, as amended, as adopted pursuant tdm8&02 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuaotRule 13a — 14(a) and Rule 15d — 14(a) of the i®&z1Exchange
Act of 1934, as amended, as adopted pursuant tm8&02 of the Sarbanes-Oxley Act of 2002.
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Exhibit

No. Description of Exhibit

321 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtio8e906 of the
Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the
Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema

101.CAL XBRL Taxonomy Extension Calculatiomkbase

101.DEF XBRL Taxonomy Extension Definition kivase

101.LAB XBRL Taxonomy Extension Label Linkbase

101.PRE XBRL Taxonomy Extension Presentatiokihase
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Exhibit 31.1
CERTIFICATION

I, Daniel Gallagher, certify that:

1.

By:

| have reviewed this Quarterly Report on Fo@¥ for the quarter ended March 31, 2015 of Towar&pinternational Holdings,
Inc.;

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) evaluated the effectiveness of the registsagisclosure controls and procedures and presénthi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal 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 weegses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

(b) any fraud, whether or not material, that irvesl management or other employees who have aisagttifole in the
registrant’s internal control over financial repogt

/sl Daniel Gallagher
Daniel Gallagher
Chief Executive Officer

Date: May 5, 2015



Exhibit 31.2
CERTIFICATION

I, Carolyn Spatafora, certify that:

1.

By:

| have reviewed this Quarterly Report on Fo@¥ for the quarter ended March 31, 2015 of Towar&pinternational Holdings,
Inc.;

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) evaluated the effectiveness of the registsagisclosure controls and procedures and presénthi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal 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 weegses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

(b) any fraud, whether or not material, that irvesl management or other employees who have aisagttifole in the
registrant’s internal control over financial repogt

/sl Carolyn Spatafora
Carolyn Spatafora
Chief Financial Officer

Date: May 5, 2015



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, Daniel Gallagher, certify, pursuant to 18 U.S§C350, as adopted pursuant to Section 906 ofahgaBes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of Town S@dmternational Holdings, Inc. (the “Company”) tte quarterly period ended
March 31, 2015 (the “Report”) fully complies withet requirements of Section 13(a) or 15(d) of theuites Exchange Act of 1934,

as amended (15 U.S.C. 78m); and

(2) The information contained in the Report faphesents, in all material respects, the finanmdaldition and results of operations of the

Company.
/sl Daniel Gallagher
Daniel Gallagher
Town Sports International Holdings, Inc.
Chief Executive Officer
May 5, 2015

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the Company
furnished to the Securities and Exchange Commigsidts 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, Carolyn Spatafora, certify, pursuant to 18 U.SC350, as adopted pursuant to Section 906 dbsinbanes-Oxley Act of 2002, that:

(1) The Quarterly Report on Form 10-Q of Town S@dmternational Holdings, Inc. (the “Company”) tte quarterly period ended
March 31, 2015 (the “Report”) fully complies withet requirements of Section 13(a) or 15(d) of theuites Exchange Act of 1934,

as amended (15 U.S.C. 78m); and

(2) The information contained in the Report faphesents, in all material respects, the finanmdaldition and results of operations of the

Company.
/sl Carolyn Spatafora
Carolyn Spatafora
Town Sports International Holdings, Inc.
Chief Financial Officer
May 5, 2015

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon request.



