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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). Such forward-looking statements reflect, among other things, our current expectations
and anticipated results of operations, all of which are subject to known and unknown risks, uncertainties and other
factors that may cause our actual results, performance or achievements, market trends, or industry results to differ
materially from those expressed or implied by such forward-looking statements. Therefore, any statements contained
herein that are not statements of historical fact may be forward-looking statements and should be evaluated as such.
Without limiting the foregoing, the words “anticipates,” “believes,” “estimates,” “expects,” “intends,” “may,” “plans,” “projects,”
“should,” “targets,” “will” and the negative thereof and similar words and expressions are intended to identify
forward-looking statements. These forward-looking statements are subject to a number of risks, uncertainties and
assumptions, including those described in “Item 1A. – Risk Factors,” of this report. Unless legally required, we assume
no obligation to update any such forward-looking information to reflect actual results or changes in the factors
affecting such forward-looking information.
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PART I
Item 1. Business.
Planet Fitness, Inc. is a Delaware corporation formed on March 16, 2015. Planet Fitness, Inc. Class A common stock
trades on the New York Stock Exchange under the symbol “PLNT.”
Our Company
Fitness for everyone
We are one of the largest and fastest-growing franchisors and operators of fitness centers in the United States by
number of members and locations, with a highly recognized national brand. Our mission is to enhance people’s lives
by providing a high-quality fitness experience in a welcoming, non-intimidating environment, which we call the
Judgement Free Zone, where anyone—and we mean anyone—can feel they belong. Our bright, clean stores are typically
20,000 square feet, with a large selection of high-quality, purple and yellow Planet Fitness-branded cardio, circuit-
and weight-training equipment and friendly staff trainers who offer unlimited free fitness instruction to all our
members in small groups through our PE@PF program. We offer this differentiated fitness experience at only $10 per
month for our standard membership. This attractive value proposition is designed to appeal to a broad population,
including occasional gym users and the approximately 80% of the U.S. and Canadian populations over age 14 who are
not gym members, particularly those who find the traditional fitness club setting intimidating and expensive. We and
our franchisees fiercely protect Planet Fitness’ community atmosphere—a place where you do not need to be fit before
joining and where progress toward achieving your fitness goals (big or small) is supported and applauded by our staff
and fellow members.
Our judgement-free approach to fitness and attractive value proposition have enabled us to grow our revenues to
$572.9 million in 2018 and to become an industry leader with $2.8 billion in system-wide sales during 2018 (which
we define as monthly dues and annual fees billed by us and our franchisees), and approximately 12.5 million members
and 1,742 stores in all 50 states, the District of Columbia, Puerto Rico, Canada, the Dominican Republic, Panama and
Mexico as of December 31, 2018. System-wide sales for 2018 include $2.6 billion attributable to franchisee-owned
stores, from which we generate royalty revenue, and $137.9 million attributable to our corporate-owned stores. Of our
1,742 stores, 1,666 are franchised and 76 are corporate-owned. Our stores are successful in a wide range of
geographies and demographics. According to internal and third-party analysis, we believe we have the opportunity to
grow our store count to over 4,000 stores in the U.S. alone. Under signed area development agreements (“ADAs”) as of
December 31, 2018, our franchisees have committed to open more than 1,000 additional stores.
In 2018, our corporate-owned stores had segment EBITDA margin of 40.9% and had average unit volumes (“AUVs”) of
approximately $2.0 million with four-wall EBITDA margins (an assessment of store-level profitability which includes
local and national advertising expense) of approximately 46%, or approximately 39% after applying the current 7%
royalty rate, which includes 1.59% royalty as a result of the elimination of certain rebates and commissions that were
previously paid by all stores and deducted as an expense in arriving at four wall EBITDA. We believe this to be
comparable to a franchise store under our current franchise agreement. Based on a historical survey of franchisees, we
believe that, on average, our franchise stores achieve four-wall EBITDA margins in line with these corporate-owned
store EBITDA margins. Our strong member value proposition has also driven growth throughout a variety of
economic cycles and conditions. For a reconciliation of segment EBITDA margin to four-wall EBITDA margin for
corporate-owned stores, see “Management’s Discussion and Analysis of Results of Operations and Financial Condition.”
Our significant growth is reflected in:

•1,742 stores as of December 31, 2018, compared to 918 as of December 31, 2014, reflecting a compound annualgrowth rate (“CAGR”) of 17.4%;

•12.5 million members as of December 31, 2018, compared to 6.1 million as of December 31, 2014, reflecting aCAGR of 19.9%;
•2018 system-wide sales of $2.8 billion, reflecting a CAGR of 23.4%, or increase of $1.6 billion, since 2014

•2018 total revenue of $572.9 million, reflecting a CAGR of 19.6%, or increase of $293.1 million, since 2014, ofwhich 0.4% is attributable to revenues from corporate-owned stores acquired from franchisees since January 1, 2014;
•
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48 consecutive quarters of system-wide same store sales growth (which we define as year-over-year growth solely of
monthly dues from stores that have been open and for which membership dues have been billed for longer than 12
months);

•

2018 net income of $103.2 million, reflecting a CAGR of 29.0%, or increase of $65.9 million, since 2014. Our
historical results, prior to our initial public offering, benefit from insignificant income taxes due to our status as a
pass-through entity for U.S. federal income tax purposes, and we anticipate future results will not be comparable to
periods prior to our IPO as our income attributable to Planet Fitness, Inc. is now subject to U.S. federal and state
taxes;

•2018 Adjusted EBITDA of $223.2 million, reflecting a CAGR of 22.1%, or increase of $122.7 million, since 2014;and
•2018 Adjusted net income of $119.5 million compared to $82.3 million in 2017, an increase of 45.3%.

4
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For a discussion of Adjusted EBITDA and Adjusted net income and a reconciliation of Adjusted EBITDA and
Adjusted net income to net income, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.” For a discussion of same store sales, see “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—How we assess the performance of our business.”
Planet Fitness – Home of the Judgement Free Zone
We bring fitness to a large, previously underserved segment of the population. Our differentiated member experience
is driven by three key elements:

•

Welcoming, non-intimidating environment: We believe every member should feel accepted and respected when they
walk into a Planet Fitness. Our stores provide a Judgement Free Zone where members of all fitness levels can enjoy a
non-intimidating environment. Our “come as you are” approach has fostered a strong sense of community among our
members, allowing them not only to feel comfortable as they work toward their fitness goals but also to encourage
others to do the same. By outfitting our gyms with more cardiovascular and light strength equipment, and not offering
heavy free weights, we reinforce our Judgement Free Zone philosophy by discouraging what we call “Lunk” behavior,
such as dropping weights and grunting, that can be intimidating to new and occasional gym users. In addition, to help
maintain our welcoming, judgement-free environment, each store is required to have a purple and yellow branded
“Lunk” alarm on the wall that staff occasionally rings as a light-hearted reminder of our policies.

•

Distinct store experience: Our bright, clean, large-format stores offer our members a selection of high-quality, purple
and yellow Planet Fitness-branded cardio, circuit- and weight-training equipment that is commonly used by first-time
and occasional gym users. Because our stores are typically 20,000 square feet and we do not offer non-essential
amenities such as group exercise classes, pools, day care centers and juice bars, we have more space for the
equipment our members do use. We believe our tailored use of space is, at least in part, why we have not needed to
impose time limits on our cardio machines.

•

Exceptional value for members: Both our standard and PF Black Card memberships are priced significantly below the
industry median of $61 per month and still provide our members with a high-quality fitness experience. In the U.S.,
for only $10 per month, our standard membership includes unlimited access to one Planet Fitness location and
unlimited free

5
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fitness instruction to all members in small groups through our PE@PF program. And, for approximately $21.99 per
month, our PF Black Card members have access to all of our stores system-wide and can bring a guest on each visit,
which provides an additional opportunity to attract new members. Our PF Black Card members also have access to
exclusive areas in our stores that provide amenities such as water massage beds, massage chairs, tanning equipment
and more.
Our differentiated approach to fitness has allowed us to create an attractive franchise model that is both profitable and
scalable. We recognize that our success depends on a shared passion with our franchisees for providing a distinctive
store experience based on a judgement-free environment and an exceptional value for our members. We seek to
enhance the attractiveness of our streamlined, easy-to-operate franchise model by providing franchisees with extensive
operational support relating to site selection and development, marketing and training. We also take a highly
collaborative, teamwork approach to our relationship with franchisees, as captured by our motto “One Team, One
Planet.” We believe the strength of our brand and the attractiveness of our franchise model are evidenced by the fact
that over 90% of our new stores in 2018 were opened by our existing franchisee base.
Our competitive strengths
We attribute our success to the following strengths:

•

Market leader with differentiated member experience, nationally recognized brand and scale advantage. We believe
we are the largest operator of fitness centers in the U.S. by number of members, with approximately 12.5 million
members as of December 31, 2018. Our franchisee-owned and corporate-owned stores generated $2.8 billion in
system-wide sales during 2018. Through our differentiated member experience, nationally recognized brand and scale
advantage, we will continue to deliver a compelling value proposition to our members and our franchisees and, we
believe, grow our store and total membership base.

•

Differentiated member experience. We seek to provide our members with a high-quality fitness experience in a
non-intimidating, judgement-free environment at an exceptional value. We have a dedicated Brand Excellence team
that seeks to ensure that all our franchise stores uphold our brand standards and deliver a consistent Planet Fitness
member experience in every store.

•

Nationally recognized brand. We have developed a highly relatable and recognizable brand that emphasizes our focus
on providing our members with a judgement-free environment. We do so through fun and memorable marketing
campaigns and in-store signage that highlights the judgement people face in their everyday lives and how at Planet
Fitness, they can be free to be themselves. As a result, we have among the highest aided and unaided brand awareness
scores in the U.S. fitness industry, according to our Brand Health research, a third-party consumer study that we have
executed bi-annually. Our brand strength also helps our franchisees attract members, with new stores in 2018 signing
up an average of more than 1,300 members even before opening their doors.

•

Scale advantage. Our scale provides several competitive advantages, including enhanced purchasing power with our
fitness equipment and other suppliers and the ability to attract high-quality franchisee partners. In addition, we
estimate that our large U.S. national advertising fund, funded by franchisees and us, together with our requirement
that franchisees generally spend 7% of their monthly membership dues on local advertising, have enabled us and our
franchisees to spend over $650 million since 2011 on marketing to drive consumer brand awareness and preference.

•

Exceptional value proposition that appeals to a broad member demographic. We offer a high-quality and consistent
fitness experience throughout our entire store base at low monthly membership dues. Combined with our
non-intimidating and welcoming environment, we are able to attract a broad member demographic based on age,
household income, gender and ethnicity. Our member base is over 50% female and our members come from both
high- and low-income households. Our broad appeal and ability to attract occasional and first-time gym users enable
us to continue to target a large segment of the population in a variety of markets and geographies across North
America, including Puerto Rico, the Dominican Republic, Panama, and Mexico.
•Strong store-level economics. Our store model is designed to generate attractive four-wall EBITDA margins, strong
free cash flow and high returns on invested capital for both our corporate-owned and franchise stores. Average
four-wall EBITDA margins for our corporate-owned stores have increased significantly since 2014, driven by higher
average members per store as well as a higher percentage of PF Black Card members, which leverage our relatively
fixed costs. In 2018, our corporate-owned stores had segment EBITDA margin of 40.9% and had AUVs of
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approximately $2.0 million with four-wall EBITDA margins of approximately 46%, or approximately 39% after
applying the current 7% royalty rate, which includes 1.59% royalty as a result of the elimination of certain rebates and
commissions that were previously paid by all stores and deducted as an expense in arriving at four-wall EBITDA. We
believe this to be comparable to a franchise store under our current franchise agreement. Based on a historical survey
of franchisees, we believe that our franchise

6
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stores achieve four-wall EBITDA margins in line with these corporate-owned store EBITDA margins. We believe that
our strong store-level economics are important to our ability to attract and retain successful franchisees and grow our
store base.

•

Highly attractive franchise system built for growth. Our easy-to-operate model, strong store-level economics and
brand strength have enabled us to attract a team of professional, successful franchisees from a variety of industries.
We believe that our franchise model enables us to scale more rapidly than a company-owned model. Our streamlined
model features relatively fixed labor costs, minimal inventory, automatic billing and limited cash transactions. Our
franchisees enjoy recurring monthly member dues, regardless of member use, weather or other factors. Based on
historical survey data and management estimates, we believe our franchisees can earn, in their second year of
operations, on average, a cash-on-cash return on initial investment greater than 25% after royalties and advertising,
which is in line with our corporate-owned stores. The attractiveness of our franchise model is further evidenced by the
fact that our franchisees re-invest their capital with us, with over 90% of our new stores in 2018 opened by our
existing franchisee base, as well as 48 consecutive quarters of same store sales growth, including system-wide same
store sales growth of 10.2% in 2018. We view our franchisees as strategic partners in expanding the Planet Fitness
store base and brand.

•

Predictable and recurring revenue streams with high cash flow conversion. Our business model provides us with
predictable and recurring revenue streams. In 2018, approximately 90% of both our corporate-owned store and
franchise revenues consisted of recurring revenue streams, which include royalties, vendor commissions, monthly
dues and annual fees. In addition, our franchisees are obligated to purchase fitness equipment from us or our required
vendor for their new stores and to replace this equipment every five to seven years. As a result, these “equip” and
“re-equip” requirements create a predictable and growing revenue stream as our franchisees open new stores under their
ADAs. By re-investing in stores, we and our franchisees strive to maintain and enhance our member experience. Our
predictable and recurring revenue streams, combined with our attractive margins and minimal capital requirements,
result in high cash flow conversion and increased capacity to invest in future growth initiatives.

•

Proven, experienced management team driving a strong culture. Our strategic vision and unique culture have been
developed and fostered by our senior management team under the stewardship of Chief Executive Officer, Chris
Rondeau. Mr. Rondeau has been with Planet Fitness for over 25 years and helped develop the Planet Fitness business
model and brand elements that give us our distinct personality and spirited culture. Dorvin Lively, our President and
Chief Financial Officer, brings valuable expertise from over 35 years of corporate finance experience with companies
such as RadioShack and Ace Hardware, and from the initial public offering of Maidenform Brands. We have
assembled a management team that shares our passion for “fitness for everyone” and has extensive experience across a
broad range of disciplines, including retail, franchising, finance, consumer marketing, digital strategies, brand
development and information technology. We believe our senior management team is a key driver of our success and
has positioned us well to execute our long-term growth strategy.
Our growth strategies
We believe there are significant opportunities to grow our brand awareness, increase our revenues and profitability
and deliver shareholder value by executing on the following strategies:

•

Continue to grow our store base across a broad range of markets.  We have grown our store count over the last five
years, expanding from 918 stores as of December 31, 2014 to 1,742 stores as of December 31, 2018. As of
December 31, 2018, our franchisees have signed ADAs to open more than 1,000 additional stores, including more
than 500 over the next three years. Because our stores are successful across a wide range of geographies and
demographics with varying population densities, we believe that our high level of brand awareness and low per capita
penetration in certain markets create a significant opportunity to open new Planet Fitness stores. Based on our internal
and third-party analysis, we believe we have the potential to grow our store base to over 4,000 stores in the U.S.
alone.
•Drive revenue growth and system-wide same store sales.  Because we provide a high-quality, affordable,
non-intimidating fitness experience that is designed for first-time and occasional gym users, we have achieved
positive system-wide same store sales growth in each of the past 48 quarters. We expect to continue to grow
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system-wide same store sales primarily by:

•

Attracting new members to existing Planet Fitness stores. As the population in the markets where we operate continue
to focus on health and wellness, we believe we are well-positioned to capture a disproportionate share of these
populations given our appeal to first-time and occasional gym users. In addition, because our stores offer a large,
focused selection of equipment geared toward first-time and occasional gym users, we are able to service higher
member volumes without sacrificing the member experience. We have also continued to evolve our offerings to
appeal to our target member base,

7
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including the introduction of TRX® and other functional training modalities (e.g., medicine balls, stability balls,
kettlebells, etc.) within designated areas, as well as dedicated fitness programming to accompany this new equipment.
We have also continued to enhance the PE@PF Program, our proprietary small group training program.

•

Increasing mix of PF Black Card memberships by enhancing value and member experience.  We expect to drive sales
by continuing to convert our existing members with standard membership dues at $10 per month to our premium PF
Black Card membership with dues at approximately $21.99 per month as well as attracting new members to join at the
PF Black Card level. We encourage this upgrade by continuing to enhance the value of our PF Black Card benefits
through additional in-store amenities, such as hydro-massage beds, and affinity partnerships for discounts and
promotions. Since 2014, our PF Black Card members as a percentage of total membership has increased from 55% as
of December 31, 2014 to 60% as of December 31, 2018, and our average monthly dues per member have increased
from $15.58 to $16.52 over the same period.

We may also explore other future revenue opportunities, such as optimizing member pricing and fees, offering new
merchandise and services inside and outside our stores, and securing affinity and other corporate partnerships.

•

Increase brand awareness to drive growth. We plan to continue to increase our strong brand awareness by leveraging
significant marketing expenditures by our franchisees and us, which we believe will result in increasing membership
in new and existing stores and continue to attract high-quality franchisee partners. Under our current franchise
agreement, franchisees are required to contribute 2% of their monthly membership dues to our National Advertising
Fund (“NAF”), from which we spent $42.6 million in 2018 alone to support our national marketing campaigns, our
social media platforms and the development of local advertising materials. Under our current franchise agreement,
franchisees are also required to spend 7% of their monthly membership dues on local advertising. We expect both our
NAF and local advertising spending to grow as our membership grows.

•

Continue to expand royalties from increases in average royalty rate and new franchisees. During 2017, we increased
our current royalty rate to 7% and at the same time, for new franchisees and existing franchisees on our current
royalty rate structure, we eliminated certain commissions that were paid to us by franchisees and rebates that were
earned by us through franchisee purchases from third-party vendors. The eliminated commissions and rebates equate
to approximately 1.59% of an average franchisee’s monthly dues and annual fees based on system-wide averages. The
current royalty rate of 7% includes this 1.59%. We also offered existing franchisees the opportunity to eliminate such
commissions and rebates in exchange for a royalty rate increase of 1.59%. As of December 31, 2018, approximately
86% of our franchisee owned stores increased their royalty rates and are no longer subject to such commissions and
rebates.
While our current franchise agreement stipulates monthly royalty rates of 7% of monthly dues and annual membership
fees, only 16% of our stores are paying royalties at the current franchise agreement rate, primarily due to lower rates
in historical agreements. As new franchisees enter our system and, generally, as current franchisees open new stores or
renew their existing franchise agreements at the current royalty rate, our average system-wide royalty rate will
increase. In 2018, our average royalty rate was 5.61% compared to 2.95% in 2014. In addition to rising average
royalty rates, total royalty revenue will continue to grow as we expand our franchise store base and increase franchise
same store sales.

•

Grow sales from fitness equipment and related services.  Our franchisees are contractually obligated to purchase
fitness equipment from us, and in international markets, from our required vendors. Due to our scale and negotiating
power, we believe we offer competitive pricing for high-quality, purple and yellow Planet Fitness-branded fitness
equipment. We expect our equipment sales to grow as our U.S. franchisees open new stores and replace used
equipment. In international markets, we earn a commission on the sale of equipment by our required vendors to
franchisee-owned stores. Additionally, all franchisees are required to replace their existing equipment with new
equipment every five to seven years. As the number of franchise stores continues to increase and existing franchise
stores continue to mature, we anticipate incremental growth in revenue related to the sale of equipment to U.S.
franchisees and commissions on the sale of equipment to international franchisees. In addition, we believe that
regularly refreshing equipment helps our franchise stores maintain a consistent, high-quality fitness experience and is
one of the contributing factors that drives new member growth.
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Our industry
Due to our unique positioning to a broader demographic, we believe Planet Fitness has an addressable market that is
significantly larger than the traditional health club industry. We view our addressable market as approximately
255 million people, representing the U.S. population over 14 years of age. We compete broadly for consumer
discretionary spending related to leisure, sports, entertainment and other non-fitness activities in addition to the
traditional health club market.

8
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According to the International Health, Racquet & Sportsclub Association (“IHRSA”), the U.S. health club industry
generated approximately $30.0 billion in revenue in 2017. The industry is highly fragmented, with 38,500 clubs across
the U.S. serving approximately 60.9 million members, according to IHRSA. In 2017, the U.S. health club industry
grew by 5.3% in number of units and 6.3% in number of members compared to Planet Fitness, which grew by 15.6%
and 19.9%, respectively. IHRSA data is not yet available for 2018, but Planet Fitness grew its number of stores by
14.8% and its number of members by 17.4% in 2018. Over the next five years, industry sources project that U.S.
health club industry revenues will grow at an annualized rate of approximately 1.5%, primarily attributed to an
increase in discretionary spending coupled with continued consumer awareness and public initiatives on the health
benefits of exercise. We believe we are well-positioned to capitalize on these trends, and our impressive growth
reinforces our distinct approach to fitness and broad demographic appeal.
Our brand philosophy
We are a brand built on passion and the belief that anyone can achieve their personal wellness goals in a
non-intimidating, judgement-free environment. We have become a nationally recognized consumer brand that stands
for the welcoming environment, value and quality we provide our members.
The Judgement Free Zone. Planet Fitness is the home of the Judgement Free Zone. It is a place where people of all
fitness levels can feel comfortable working out at their own pace, feel supported in their efforts and not feel
intimidated by pushy salespeople or other members who may ruin their fitness experience. Our philosophy is simple:
Planet Fitness is an environment where members can relax, go at their own pace and be themselves without ever
having to worry about being judged. Behaviors such as grunting, dropping weights or judging others are not allowed
in our stores.
All This for Only That. Planet Fitness monthly membership dues typically range from only $10 to $21.99 in the U.S.
We pride ourselves on providing a high-quality experience at an exceptional value, not an “economy” fitness experience.
No Lunks. Lunks are people who intimidate others at the gym. To help maintain our judgement-free environment,
each store has a purple and yellow branded “Lunk” alarm on the wall that our staff occasionally rings as a light-hearted,
gentle reminder of our policies.
You Belong. We do a lot of little things to make members feel like part of our community—like saying hello and
goodbye to everyone who enters our stores, providing Tootsie Rolls at the front desk so that our staff has another
opportunity to engage with members, and other membership appreciation gestures such as providing free pizza and
bagels to our members once a month as a way to build community and reinforce that fitness can be fun.
Planet of Triumphs. All of our members are working toward their goals—from a single push-up to making it to Planet
Fitness twice in a week to losing hundreds of pounds. No matter what size the goal, we believe that all of these
accomplishments deserve to be celebrated. Planet of Triumphs (www.PlanetofTriumphs.com) is an elevating,
inspiring, Judgement Free social community of real members where all stories are welcome. Planet of Triumphs
provides an online platform for members to recognize their triumphs (big and small), share their stories and encourage
others, while spotlighting our unique brand belief that everyone belongs.
Membership
We make it simple for members to join, whether online or in-store—no pushy sales tactics, no pressure and no
complicated rate structures. Our corporate-owned stores provide incentive compensation for store staff to successfully
drive key business metrics in the service, personnel and financial categories, and we encourage our franchisees to
follow our lead. Our regional managers review our corporate stores multiple times per month for quality control,
including generally one visit per month during which they evaluate store cleanliness based upon internally established
criteria. Our members generally pay the following amounts (or an equivalent amount in the store’s local currency):

•monthly membership dues of only $10 for our standard membership, or approximately $21.99 for PF Black Cardmembers;
•current standard annual fees of approximately $39; and
•enrollment fees of approximately $0 to $59.
Belonging to a Planet Fitness store has perks whether members select the standard membership or the premium PF
Black Card membership. Every member gets to take part can take advantage of free pizza and bagels once a month
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and gets free, unlimited fitness instruction included in their monthly membership fee. Our PF Black Card members
also have the right to reciprocal use of all Planet Fitness stores, can bring a friend with them each time they work out,
and have access to massage beds and chairs and tanning, among other benefits. PF Black Card benefits extend beyond
our store as well, with exclusive specials and discount offers
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from third-party retail partners. While some of our memberships require a cancellation fee, we offer, and require our
franchisees to offer, a non-committal membership option.
As of December 31, 2018, we had approximately 12.5 million members. We utilize electronic funds transfer (“EFT”) as
our primary method of collecting monthly dues and annual membership fees. Over 85% of membership fee payments
to our corporate-owned and franchise stores are collected via Automated Clearing House (“ACH”) direct debit. We
believe there are certain advantages to receiving a higher concentration of ACH payments, as compared to credit cards
payments, including less frequent expiration of billing information and reduced exposure to subjective chargeback or
dispute claims and fees. Due to our scale and negotiating power, we believe that our third party payment processors
offer a competitive bundle of transaction pricing and support services to our franchisees while facilitating revenue
collection by us.
Our stores
We had 1,742 stores system-wide as of December 31, 2018, of which 1,666 were franchised and 76 were
corporate-owned, located in 50 states, the District of Columbia, Puerto Rico, Canada, the Dominican Republic,
Panama and Mexico. The map below shows our franchisee-owned stores by location, and the accompanying table
shows our corporate-owned stores by location. Under signed ADAs, as of December 31, 2018, franchisees have
committed to open more than 1,000 additional stores.

Franchisee-owned store count by location 
Our format
Many traditional gyms include expensive add-ons such as pools, group exercise rooms, daycare facilities and juice
bars that require additional maintenance expense and staffing. We have removed these unnecessary and
expense-adding facilities and services and replaced them with additional cardio and strength equipment, which we
believe allows us to serve more members without imposing time limits on equipment use. We believe our streamlined
offerings appeal to the core needs of most gym users, especially first-time or occasional gym users.
Our stores are designed and outfitted to match our brand philosophy, with bright, bold purple and yellow color
schemes and purple and yellow Planet Fitness-branded equipment and amenities. Our typical store is 20,000 square
feet in single or multi-level retail space. Our stores generally include at least 75 to 100 pieces of co-branded cardio
equipment, free weights, strength machines, a 30-minute circuit workout area, a small retail area and a drink cooler.
For our PF Black Card members, our stores also generally feature a PF Black Card spa area with total body
enhancement machines, massage beds or chairs and tanning.
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Store model
Our store model is designed to generate attractive four-wall EBITDA margins, strong free cash flow and high returns
on invested capital for both our corporate-owned and franchise stores. Based on a historical survey of franchisees and
management estimates, we believe that our franchise stores achieve store-level profitability in line with our
corporate-owned store base. The stores included in this survey represent those stores that voluntarily disclosed such
information in response to our request, and we believe this information reflects a representative sample of franchisees
based on the franchisee groups and geographic areas represented by these stores. Our average four-wall EBITDA
margins for our corporate-owned stores have increased significantly since 2012, driven by higher average members
per store as well as a higher percentage of PF Black Card members, which leverages our fixed costs. In 2018, our
corporate-owned stores had segment EBITDA margin of 40.9% and had AUVs of approximately $2.0 million with
four-wall EBITDA margins of approximately 46%, or approximately 39% after applying the current 7% royalty rate,
which includes 1.59% royalty as a result of the elimination of certain rebates and commissions that were previously
paid by all stores and deducted as an expense in arriving at four wall EBITDA. We believe this to be comparable to a
franchise store, under our current franchise agreement. Based on survey data and management analysis, franchisees
have historically earned, and we believe can continue to earn, in their second year of operations, on average, a
cash-on-cash return on unlevered (i.e., not debt-financed) initial investment greater than 25% after royalties and
advertising, which is in line with our corporate-owned stores. A franchisee’s initial investment includes fitness
equipment purchased from us (or from our required vendors in the case of our franchisees in international markets) as
well as costs for non-fitness equipment and leasehold improvements. The attractiveness of our franchise model is
further evidenced by the fact that over 90% of our new stores in 2018 were opened by our existing franchisee base.
We believe that our strong store-level economics are important to our ability to attract and retain successful
franchisees and grow our store base.
Fitness equipment
We provide our members with high-quality, Planet Fitness-branded fitness equipment from leading suppliers. In order
to maintain a consistent experience across our store base, we stipulate specific pieces and quantities of cardio and
strength-training equipment and work with franchisees to review and approve layouts and placement. Due to our
scale, we are able to negotiate competitive pricing and secure extended warranties from our suppliers. As a result, we
believe we offer equipment at more attractive pricing than franchisees could otherwise secure on their own.
Leases
We lease all but one of our corporate-owned stores and our corporate headquarters. Our store leases typically have
initial terms of 10 years with two five-year renewal options, exercisable in our discretion. In October, 2016, we
executed a lease for our current corporate headquarters at 4 Liberty Lane West, Hampton, New Hampshire, for an
initial term of 15 years with one five-year renewal option, exercisable at our discretion. Our corporate headquarters
serves as our base of operations for substantially all of our executive management and employees who provide our
primary corporate support functions, including finance, legal, marketing, technology, real estate, development and
human resources.
Franchisees own or directly lease from a third-party each Planet Fitness franchise location. We have not historically
owned or entered into leases for Planet Fitness franchise stores and generally do not guarantee franchisees’ lease
agreements, although we have done so in a few isolated instances.
Franchising
Franchising strategy
We rely heavily on our franchising strategy to develop new Planet Fitness stores, leveraging the ownership of
entrepreneurs with specific local market expertise. As of December 31, 2018, there were 1,666 franchised Planet
Fitness stores operated by approximately 150 franchisee groups. The majority of our existing franchise operators are
multi-unit operators. As of December 31, 2018, 96% of all franchise stores were owned and operated by a franchisee
group that owns at least three stores. However, while our largest franchisee owns 119 stores, only 24% of our
franchisee groups own more than ten stores. When considering a potential franchisee, we generally evaluate the
potential franchisee’s prior experience in franchising or other multi-unit businesses, history in managing profit and loss
operations, financial history and available capital and financing. We generally do not permit franchisees to borrow
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more than 80% of the initial investment for their Planet Fitness business.
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Area development agreements
An ADA specifies the number of Planet Fitness stores to be developed by the franchisee in a designated geographic
area, and requires the franchisee to meet certain scheduled deadlines for the development and opening of each Planet
Fitness store authorized by the ADA. If the franchisee meets those obligations and otherwise complies with the terms
of the ADA, we agree not to, during the term of the ADA, operate or franchise new Planet Fitness stores in the
designated geographic area. The franchisee must sign a separate franchise agreement with us for each Planet Fitness
store developed under an ADA and that franchise agreement governs the franchisee’s right to own and operate the
Planet Fitness store.
Franchise agreements
For each franchised Planet Fitness store, we enter into a franchise agreement covering standard terms and conditions.
Planet Fitness franchisees are not granted an exclusive area or territory under the franchise agreement. The franchise
agreement requires that the franchisee operate the Planet Fitness store at a specific location and in compliance with
our standard methods of operation, including providing the services, using the vendors and selling the merchandise
that we require. The typical franchise agreement has a 10-year term. Additionally, franchisees must purchase
equipment from us (or our required vendors in the case of our franchisees located in international markets) and replace
the fitness equipment in their stores every five to seven years and periodically refurbish and remodel their stores.
We currently require each franchisee to designate a responsible owner and an approved operator for each Planet
Fitness store that will have primary management authority for that store. We require these franchisees to complete our
initial and ongoing training programs, including minimum periods of classroom and on-the-job training.
Site selection and approval
Our stores are generally located in free-standing retail buildings or neighborhood shopping centers, and we consider
locations in both high- and low-density markets. We seek out locations with (i) high visibility and accessibility,
(ii) favorable traffic counts and patterns, (iii) availability of signage, (iv) ample parking or access to public
transportation and (v) our targeted demographics. We use third-party site analytics tools that provide us with extensive
demographic data and analysis that we use to review new and existing sites and markets for our corporate-owned
stores and franchisees. We assess population density and drive time, current tenant mix, layout, potential competition
and impact on existing Planet Fitness stores and comparative data based upon existing stores—all the way down to
optimal ceiling heights and HVAC requirements. Our real estate team meets regularly to review sites for future
development and follows a detailed review process to ensure each site aligns with our strategic growth objectives and
critical success factors.
We help franchisees select sites and develop facilities in these stores that conform to the physical specifications for a
Planet Fitness store. As part of our process to support our franchisees growth in local markets under their ADAs, we
also assist them in finding real estate locations for new stores. One way we do this is by having regional real estate
professionals work directly with franchisees and their real estate brokers, landlords and developers. Each franchisee is
responsible for selecting a site, but must obtain site approval from us. We primarily learn of new sites in two ways.
First, we have a formal site-approval submission process for landlords and franchisees. Each site submitted to us is
reviewed by a subcommittee of our real estate team for brand qualifications. Second, we proactively review real estate
portfolios for appropriate sites that we may consider for corporate-owned stores or franchisee development, depending
upon location.
We are also involved in real estate organizations such as the International Council of Shopping Centers (ICSC), a
trade organization for the international shopping center industry. Our membership in ICSC allows us to gather data,
meet prospective landlords and further enhance our reputation as a desired tenant for shopping centers.
Design and construction
Once we have approved a franchisee’s site selection, we assist in the design and layout of the store and track the
franchisee’s progress from lease signing to grand opening. Franchisees are offered the assistance of our franchise
support team to track key milestones, coordinate with vendors and make equipment purchases. Certain Planet Fitness
brand elements are required to be incorporated into every new store, and we strive for a consistent appearance across
all of our stores, emphasizing clean, attractive facilities, including full-size locker rooms, and modern equipment.
Franchisees must abide by our standards related to fixtures, finishes and design elements, including distinctive touches
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such as our “Lunk” alarm. We believe these elements are critical to ensure brand consistency and member experience
system-wide.
In 2018 and 2017, based on a sample of U.S. franchisee data, we believe construction of franchise stores averaged
approximately 14 weeks. We sampled construction costs to build new stores from across a wide range of U.S.
geographies, 56 and 49 new stores, in 2018 and 2017, respectively. Based upon these samples, franchisees’ unlevered
(i.e., not debt-financed) investment to open a new store ranged from approximately $1.4 million to $3.2 million and
$1.5 million to $3.2 million, based upon our samples in
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2018 and 2017, respectively. These amounts include fitness equipment purchased from us as well as costs for
non-fitness equipment and leasehold improvements and is based in part upon data we received from four general
contractors that oversaw the construction of the stores in the sample set. Additionally, these amounts include an
estimate of other costs that are typically paid by the franchisee and not managed by the general contractor. These
amounts can vary significantly depending on a number of factors, including landlord allowances for tenant
improvements and construction costs from different geographies and does not necessarily represent the total
construction costs on a cash basis.
Franchisee support
We live and breathe the motto One Team, One Planet in our daily interactions with franchisees. Our franchise model
is streamlined and easy-to-operate, with efficient staffing and minimal inventory, and is supported by an active,
engaged franchise operations system. We provide our franchisees with operational support, marketing materials and
training resources. Our strong and long-lasting partnership with our franchisees is reflected in the fact that over 90%
of our new stores in 2018 were opened by our existing franchisee base.
Training.  We continue to update and expand, Planet Fitness University, a comprehensive training resource to help
franchisees operate successful stores. Courses are delivered online, and content focuses on customer service,
operational policies, brand standards, cleanliness, security awareness, crisis management and vendor product
information. The core online curriculum is offered in both English and Spanish to support our Spanish-speaking team
members. We regularly add and improve the content available on Planet Fitness University as a no-cost service to help
enhance training programs for franchisees. Additional training opportunities offered to our franchisees include new
owner orientation, operations training and workshops held at Planet Fitness headquarters, in stores and through
regularly held webinars.
Operational support and communication.  We believe spending quality time with our franchisees in person is an
important opportunity to further strengthen our relationships and share best practices. We have dedicated operations
and marketing teams providing ongoing support to franchisees. We are hands on—we often attend franchisees’ presales
and grand openings, and we host franchisee meetings each year, known as “PF Huddles.” We also communicate
regularly with our entire franchisee base to keep them informed, and we host a franchise conference approximately
every 18 months that is geared towards franchisees and their operations teams.
We regularly communicate with the franchisee advisory groups described below and send a weekly email
communication to all franchisees with timely “news you can use” information related to operations, marketing,
financing and equipment. Every month, a franchisee newsletter is sent to all franchisees, which includes a personal
letter from our Chief Executive Officer, important updates on the business and benchmarking reports.
Franchisee relations.  Because our ability to execute our strategy is dependent upon the strength of our relationships
with our franchisees, we maintain an ongoing dialogue and strong relationship with two franchise advisory groups, the
Franchise Advisory Council (“FAC”) and the Planet Fitness Independent Franchise Association (“PFIFA”). The FAC
includes seven franchisees elected by the franchisee base and numerous committees consisting of approximately 40
franchisees. The FAC and its committees provide feedback and input on major brand initiatives, new product and
service introductions, technology initiatives, marketing programs and advertising campaigns. FAC leaders have
regular dialogue with our executive team and work closely with us to advise on major initiatives impacting the brand.
Our strong culture of working together is the driving force behind all we do. In 2014, in cooperation with us, our
franchisees also organized PFIFA.
Compliance with brand standards—Franchise Business Coach
We have a dedicated field support team of franchise business coaches focused on ensuring that our franchise stores
adhere to brand standards and providing ongoing assistance, training and coaching to all franchisees. We generally
perform a site visit and operations review on each franchise store within 30 to 60 days of opening, and each franchise
ownership group is visited at least once per year in multiple locations, for a business review with their franchise
business coach thereafter.
We perform store reviews based on a wide range of criteria ranging from cleanliness to brand compliance, layout
requirements and operational standards. We record the results of each visit and automatically send a report to the
appropriate franchisee. Results are also available to the franchisee through our systems, which provide access to
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regional and international benchmarking data, allowing franchisees to compare overall results among their peers as
well as results based upon each criterion. Stores that do not receive a passing score are automatically flagged for
follow-up by our team, are provided with an action plan for the franchisee to complete and will generally be
reevaluated within 30 to 60 days to ensure all identified issues have been addressed. The system also enables
franchisees to perform, track and benchmark self-assessments and online member surveys.
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We also use mystery shoppers to perform anonymous reviews of franchise stores. We generally select franchise stores
for review randomly but also target underperforming stores and stores that have not performed well on previous visits
from their franchise business coach.
Marketing
Marketing strategy
Our marketing strategy is anchored by our key brand differentiators—the Judgement Free Zone, our exceptional value
and our high-quality experience. We are well known for our memorable and creative advertising, which not only
drives membership sales, but also showcases our brand philosophy, humor and innovation in the industry. We see
Planet Fitness as a community gathering place, and the heart of our marketing strategy is to create a welcoming
community for our members.
Marketing spending
National advertising.  We support our franchisees both at a national and local level. We manage the U.S. NAF and
Canadian advertising fund for franchisees and corporate-owned stores, with the goals of generating national awareness
through national advertising and media partnerships, developing and maintaining creative assets to support local sale
periods throughout the year, and building and supporting the Planet Fitness community via digital, social media and
public relations. Our current U.S. and Canadian franchise agreement requires franchisees to contribute 2% of their
monthly EFT to the NAF and Canadian advertising fund, respectively. Since the U.S. NAF was founded in September
2011, it has enabled us to spend approximately $185.8 million to increase national brand awareness, including $44.8
million in 2018, $2.2 million of which is from our corporate-owned stores and included in store-operations expense on
the consolidated statements of operations. We believe this is a powerful marketing tool as it allows us to increase
brand awareness in new and existing markets.
Local marketing.  Our current franchise agreement requires franchisees to spend 7% of their monthly EFT on local
marketing to support branding efforts and promotional sale periods throughout the year. In situations where multiple
ownership groups exist in a geographic area, we have the ability to require franchisees to form or join regional
marketing cooperatives to maximize the impact of their marketing spending. Our corporate-owned stores contribute
to, and participate in, regional marketing cooperatives with franchisees where practical. All franchise stores are
supported by our dedicated franchisee marketing team, which provides guidance, tracking, measurement and advice
on best practices. Franchisees spend their marketing dollars in a variety of ways to promote business at their stores on
a local level. These methods typically include media vehicles that are effective on a local level, including direct mail,
outdoor (including billboards), television, radio and digital advertisements and local partnerships and sponsorships.
Media partnerships
Given our scale and marketing resources through our national advertising fund, we have aligned ourselves with
high-profile media partners who have helped to extend the global reach of our brand. For the past four years, we have
been the presenting sponsor of “Dick Clark’s New Year’s Rockin’ Eve with Ryan Seacrest.” This has allowed us to
showcase the Planet Fitness brand and our judgement-free philosophy to over a billion TV viewers annually at a key
time of year when health and wellness is top of mind for consumers.
Judgement Free Generation
The Judgement Free Generation is Planet Fitness’ philanthropic initiative designed to combat the judgement and
bullying faced by today’s youth by creating a culture of kindness and encouragement. With our Judgement Free Zone
principle as a solid foundation, The Judgement Free Generation aims to empower a generation to grow up contributing
to a more judgement free planet— a place where everyone feels accepted and like they belong.
We have partnered with Boys & Girls Clubs of America, PACER National Bullying Prevention Center and
STOMP Out Bullying, to make a meaningful impact on the lives of today's youth. Together with our franchisees and
vendors, Planet Fitness has donated approximately $4.5 million to support anti-bullying, pro-kindness initiatives.
Competition
In a broad sense, because many of our members are first-time or occasional gym users, we believe we compete with
both fitness and non-fitness consumer discretionary spending alternatives for members’ and prospective members’ time
and discretionary resources.
To a great extent, we also compete with other industry participants, including:
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•other fitness centers;
•recreational facilities established by non-profit organizations such as YMCAs and by businesses for their employees;
•private studios and other boutique fitness offerings;
•racquet, tennis and other athletic clubs;
•amenity and condominium/apartment clubs;
•country clubs;
•online personal training and fitness coaching;
•the home-use fitness equipment industry;
•local tanning salons; and
•businesses offering similar services.
The health club industry is highly competitive and fragmented, and the number, size and strength of competitors vary
by region. Some of our competitors have name recognition in their respective countries or an established presence in
local markets, and some are established in markets in which we have existing stores or intend to locate new stores.
These risks are more significant internationally, where we have a limited number of stores and limited brand
recognition.
We compete primarily based upon the membership value proposition we are able to offer due to our significant
economies of scale, high-quality fitness experience, judgement-free atmosphere and superior customer service, all at
an attractive value, which we believe differentiates us from our competitors.
Our competition continues to increase as we continue to expand into new markets and add stores in existing markets.
See also “Risk Factors—Risks related to our business and industry—The high level of competition in the health and fitness
industry could materially and adversely affect our business.”
Suppliers
Franchisees are required to purchase fitness equipment from us (or our required vendors in the case of franchisees
located in international markets) and are required to purchase various other items from vendors that we approve. We
sell equipment purchased from third-party equipment manufacturers to franchise stores in the U.S. We also have one
approved supplier of tanning beds, one approved supplier of massage beds and chairs, and various approved suppliers
of non-fitness equipment and miscellaneous items. These vendors arrange for delivery of products and services
directly to franchise stores. From time to time, we re-evaluate our supply relationships to ensure we obtain
competitive pricing and high-quality equipment and other items.
Employees
As of December 31, 2018, we employed 1,052 employees at our corporate-owned stores and 250 employees at our
corporate headquarters located at 4 Liberty Lane West, Hampton, New Hampshire. None of our employees are
represented by labor unions, and we believe we have an excellent relationship with our employees.
Planet Fitness franchises are independently owned and operated businesses. As such, employees of our franchisees are
not employees of the Company.
Information technology and systems
All stores use a computerized, third-party hosted store management system to process new in-store memberships, bill
members, update member information, check-in members, process point of sale transactions as well as track and
analyze sales, membership statistics, cross-store utilization, member tenure, amenity usage, billing performance and
demographic profiles by member. Our websites are hosted by third parties, and we also rely on third-party vendors for
related functions such as our system for processing and integrating new online memberships, updating member
information and making online payments. We believe these systems are scalable to support our growth plans.
Our back-office computer systems are comprised of a variety of technologies designed to assist in the management
and analysis of our revenues, costs and key operational metrics as well as support the daily operations of our
headquarters. These include third-party hosted systems that support our real estate and construction processes, a
third-party hosted financial system, a third-party hosted data warehouse and business intelligence system to
consolidate multiple data sources for reporting, advanced analysis, and
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financial analysis and forecasting, a third-party hosted payroll system, on premise telephony systems and a third-party
hosted call center software solution to manage and track member-related requests.
We also provide our franchisees access to a web-based, third-party hosted custom franchise management system to
receive informational notices, operational resources and updates, training materials and other franchisee
communications. In 2018 we continued our multi-phased project that we started in 2015 to replace our existing
franchise management system and consolidate several back-office systems, onto a third-party hosted platform to drive
greater cross-system integration and efficiency and provide a scalable platform to support our growth plans. We
expect to continue investing resources in 2019 through smaller, focused projects for our franchise management system
to support the changing needs of our business.
In 2018, we engaged with a third-party software development vendor to develop a new, custom digital platform,
which, through the exchange of data and introduction of digital products and services, facilitates digital experiences
across any digital channel, including mobile, online, and in-store media. This platform is hosted by third parties and
we rely on third-party vendors to maintain the platform and develop new digital capabilities. This solution will
increasingly enable our ability to provide differentiated and unique experiences to our customers, allow for various
partnership types and is aligned with our ongoing business strategy.
We recognize the value of enhancing and extending the uses of information technology in virtually every area of our
business. Our information technology strategy is aligned to support our business strategy and operating plans. We
maintain an ongoing comprehensive multi-year program to replace or upgrade key systems, enhance security and
optimize their performance.
Intellectual property
We own many registered trademarks and service marks in the U.S. and in other countries, including “Planet Fitness,”
“Judgement Free Zone,” “PE@PF,” “No Lunks,” “PF Black Card,” “No Gymtimidation,” “You Belong,” “Judgement Free
Generation” and various other marks. We believe the Planet Fitness name and the many distinctive marks associated
with it are of significant value and are very important to our business. Accordingly, as a general policy, we pursue
registration of our marks in select international jurisdictions, monitor the use of our marks in the U.S. and
internationally and challenge any unauthorized use of the marks.
We license the use of our marks to franchisees, third-party vendors and others through franchise agreements, vendor
agreements and licensing agreements. These agreements typically restrict third parties’ activities with respect to use of
the marks and impose brand standards requirements. We require licensees to inform us of any potential infringement
of the marks.
We register some of our copyrighted material and otherwise rely on common law protection of our copyrighted works.
Such copyrighted materials are not material to our business.
We also license some intellectual property from third parties for use in our stores but such licenses are not material to
our business.
Government regulation
We and our franchisees are subject to various federal, international, state, provincial and local laws and regulations
affecting our business.
We are subject to the FTC Franchise Rule promulgated by the FTC that regulates the offer and sale of franchises in
the U.S. and its territories (including Puerto Rico) and requires us to provide to all prospective franchisees certain
mandatory disclosure in a franchise disclosure document (“FDD”). In addition, we are subject to state franchise
registration and disclosure laws in approximately 14 states that regulate the offer and sale of franchises by requiring
us, unless otherwise exempt, to register our franchise offering in those states prior to our making any offer or sale of a
franchise in those states and to provide a FDD to prospective franchisees in accordance with such laws.
We are subject to franchise registration and disclosure laws in six provinces in Canada that regulate the offer and sale
of franchises by requiring us, unless otherwise exempt, to register our franchise offering in those provinces in a
prescribed format to prospective franchisees in accordance with such laws, and that regulate certain aspects of the
franchise relationship. We are also subject to franchise relationship laws in approximately 20 states that regulate many
aspects of the franchise relationship including, depending upon the state, renewals and terminations of franchise
agreements, franchise transfers, the applicable law and venue in which franchise disputes may be resolved,
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discrimination, and franchisees’ rights to associate, among others. In addition, we and our franchisees may also be
subject to laws in other foreign countries where we or they do business.
We and our franchisees are also subject to the U.S. Fair Labor Standards Act of 1938, as amended, similar state laws
in certain jurisdictions, and various other U.S. and international laws governing such matters as minimum-wage
requirements, overtime and other working conditions. Based on our experience with hiring employees and operating
stores, we believe a significant number
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of our and our franchisees’ employees are paid at rates related to the U.S. federal or state minimum wage, and past
increases in the U.S. federal and/or state minimum wage have increased labor costs, as would future increases.
Our and our franchisees’ operations and properties are subject to extensive U.S. federal and state, as well as
international, provincial and local laws and regulations, including those relating to environmental, building and zoning
requirements. Our and our franchisees’ development of properties depends to a significant extent on the selection and
acquisition of suitable sites, which are subject to zoning, land use, environmental, traffic and other regulations and
requirements.
We and our franchisees are responsible at each of our respective locations for compliance with U.S. state laws,
Canadian provincial laws and other international local laws that regulate the relationship between health clubs and
their members. Nearly all states and provinces have consumer protection regulations that limit the collection of
monthly membership dues prior to opening, require certain disclosures of pricing information, mandate the maximum
length of contracts and “cooling off” periods for members (after the purchase of a membership), set escrow and bond
requirements for health clubs, govern member rights in the event of a member relocation or disability, provide for
specific member rights when a health club closes or relocates, or preclude automatic membership renewals.
We and our franchisees primarily accept payments for our memberships through EFTs from members’ bank accounts,
and, therefore, we and our franchisees are subject to federal, state and international laws legislation and certification
requirements, including the Electronic Funds Transfer Act. Some states and provinces have passed or have considered
legislation requiring gyms and health clubs to offer a prepaid membership option at all times and/or limit the duration
for which memberships can auto-renew through EFT payments, if at all. Our business relies heavily on the fact that
our memberships continue on a month-to-month basis after the completion of any initial term requirements, and
compliance with these laws, regulations, and similar requirements may be onerous and expensive, and variances and
inconsistencies from jurisdiction to jurisdiction may further increase the cost of compliance and doing business. States
that have such health club statutes provide harsh penalties for violations, including membership contracts being void
or voidable.
Additionally, the collection, maintenance, use, disclosure and disposal of personally identifiable data by our, or our
franchisees’, businesses are regulated at the federal, state and international levels as well as by certain financial
industry groups, such as the Payment Card Industry, Security Standards Council, the National Automated Clearing
House Association (“NACHA”) and the Canadian Payments Association. Federal, state, international and financial
industry groups may also consider from time to time new privacy and security requirements that may apply to our
businesses and may impose further restrictions on our collection, disclosure, use, and disposal of personally
identifiable information that are housed in one or more of our databases.  These security requirements and further
restrictions, including the General Data Protection Regulation (GDPR) and the California Consumer Privacy Act
(CCPA), grant protections and causes of action related to consumer data privacy and the methods in which it is
collected, stored, used, and disposed by us, our franchisees, and applicable third parties.
Many of the states and provinces where we and our franchisees operate stores have health and safety regulations that
apply to health clubs and other facilities that offer indoor tanning services. In addition, U.S. federal law imposes a
10% excise tax on indoor tanning services. Under the rule promulgated by the IRS imposing the tax, a portion of the
cost of memberships that include access to our tanning services are subject to the tax.
Our organizational structure
Planet Fitness, Inc. is a holding company, and its principal asset is an equity interest in the membership units
(“Holdings Units”) in Pla-Fit Holdings, LLC (“Pla-Fit Holdings”).
We are the sole managing member of Pla-Fit Holdings. We operate and control all of the business and affairs of
Pla-Fit Holdings, and we hold 100% of the voting interest in Pla-Fit Holdings. As a result, we consolidate Pla-Fit
Holdings’ financial results and report a non-controlling interest related to the Holdings Units not owned by us. See
Note 1 to the consolidated financial statements included in Part II, Item 8 for more information.
Available information
Our website address is www.planetfitness.com, and our investor relations website is located at
http://investor.planetfitness.com. Information on our website is not incorporated by reference herein. Copies of our
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and our Proxy Statements

Edgar Filing: Planet Fitness, Inc. - Form 10-K

29



for our annual meetings of shareholders, and any amendments to those reports, as well as Section 16 reports filed by
our insiders, are available free of charge on our website as soon as reasonably practicable after we file the reports
with, or furnish the reports to, the Securities and Exchange Commission (the “SEC”).The SEC maintains an Internet site
(http://www.sec.gov) containing reports, proxy and information statements, and other information regarding issuers
that file electronically with the SEC.
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Item 1A. Risk Factors.
We could be adversely impacted by various risks and uncertainties. If any of these risks actually occurs, our business,
financial condition, operating results, cash flow and prospects may be materially and adversely affected. As a result,
the trading price of our Class A common stock could decline.
Risks related to our business and industry
Our financial results are affected by the operating and financial results of, and our relationships with, our franchisees.
A substantial portion of our revenues come from royalties, which are generally based on a percentage of monthly
membership dues and annual fees at our franchise stores or, in certain cases, a sliding scale based on monthly
membership dues, other fees and commissions generated from activities associated with our franchisees, and
equipment sales to our franchisees. As a result, our financial results are largely dependent upon the operational and
financial results of our franchisees. As of December 31, 2018, we had approximately 150 franchisee groups operating
1,742 stores. Negative economic conditions, including recession, inflation, increased unemployment levels and the
effect of decreased consumer confidence or changes in consumer behavior, could materially harm our franchisees’
financial condition, which would cause our royalty and other revenues to decline and materially and adversely affect
our results of operations and financial condition as a result. In addition, if our franchisees fail to renew their franchise
agreements, these revenues may decrease, which in turn could materially and adversely affect our results of operations
and financial condition.
Our franchisees could take actions that harm our business.
Our franchisees are contractually obligated to operate their stores in accordance with the operational, safety and health
standards set forth in our agreements with them. However, franchisees are independent third parties, and their actions
are outside of our control. In addition, we cannot be certain that our franchisees will have the business acumen or
financial resources necessary to operate successful franchises in their approved locations, and certain state franchise
laws may limit our ability to terminate or modify these franchise agreements. The franchisees own, operate and
oversee the daily operations of their stores. As a result, the ultimate success and quality of any franchise store rests
with the franchisee. If franchisees do not successfully operate stores in a manner consistent with required standards
and comply with local laws and regulations, franchise fees and royalties paid to us may be adversely affected, and our
brand image and reputation could be harmed, which in turn could materially and adversely affect our results of
operations and financial condition.
Although we believe we generally maintain positive working relationships with our franchisees, disputes with
franchisees could damage our brand image and reputation and our relationships with our franchisees generally.
Our success depends substantially on the value of our brand.
Our success is dependent in large part upon our ability to maintain and enhance the value of our brand, our store
members’ connection to our brand and a positive relationship with our franchisees. Brand value can be severely
damaged even by isolated incidents, particularly if the incidents receive considerable negative publicity or result in
litigation. Some of these incidents may relate to our policies, the way we manage our relationships with our
franchisees, our growth strategies, our development efforts or the ordinary course of our, or our franchisees’,
businesses. Other incidents that could be damaging to our brand may arise from events that are or may be beyond our
ability to control, such as:

•actions taken (or not taken) by one or more franchisees or their employees relating to health, safety, welfare orotherwise;
•data security breaches or fraudulent activities associated with our and our franchisees’ electronic payment systems;
•litigation and legal claims;
•third-party misappropriation, dilution or infringement or other violation of our intellectual property;
•regulatory, investigative or other actions relating to our and our franchisees’ provision of indoor tanning services;
•illegal activity targeted at us or others; and

•conduct by individuals affiliated with us which could violate ethical standards or otherwise harm the reputation of ourbrand.
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Consumer demand for our stores and our brand’s value could diminish significantly if any such incidents or other
matters erode consumer confidence in us or our stores, which would likely result in fewer memberships sold or
renewed and, ultimately, lower royalty revenue, which in turn could materially and adversely affect our results of
operations and financial condition.
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If we fail to successfully implement our growth strategy, which includes new store development by existing and new
franchisees, our ability to increase our revenues and operating profits could be adversely affected.
Our growth strategy relies in large part upon new store development by existing and new franchisees. Our franchisees
face many challenges in opening new stores, including:

•availability and cost of financing;
•selection and availability of suitable store locations;
•competition for store sites;
•negotiation of acceptable lease and financing terms;
•securing required domestic or foreign governmental permits and approvals;
•health and fitness trends in new geographic regions and acceptance of our offerings;
•employment, training and retention of qualified personnel;
•ability to open new stores during the timeframes we and our franchisees expect; and
•general economic and business conditions.
In particular, because the majority of our new store development is funded by franchisee investment, our growth
strategy is dependent on our franchisees’ (or prospective franchisees’) ability to access funds to finance such
development. If our franchisees (or prospective franchisees) are not able to obtain financing at commercially
reasonable rates, or at all, they may be unwilling or unable to invest in the development of new stores, and our future
growth could be adversely affected.
Our growth strategy also relies on our ability to identify, recruit and enter into agreements with a sufficient number of
franchisees. In addition, our ability and the ability of our franchisees to successfully open and operate new stores in
new or existing markets may be adversely affected by a lack of awareness or acceptance of our brand, as well as a lack
of existing marketing efforts and operational execution in these new markets. To the extent that we are unable to
implement effective marketing and promotional programs and foster recognition and affinity for our brand in new
domestic and international markets, our and our franchisees’ new stores may not perform as expected and our growth
may be significantly delayed or impaired. In addition, franchisees of new stores may have difficulty securing adequate
financing, particularly in new markets, where there may be a lack of adequate history and brand familiarity. New
stores may not be successful or our average store membership sales may not increase at historical rates, which could
materially and adversely affect our business, results of operations and financial condition.
To the extent our franchisees are unable to open new stores as we anticipate, we will not realize the revenue growth
that we hope or expect. Our failure to add a significant number of new stores would adversely affect our ability to
increase our revenues and operating income and could materially and adversely affect our business, results of
operations and financial condition.
Economic, political and other risks associated with our international operations could adversely affect our profitability
and international growth prospects.
We currently have stores operating in certain other countries around the world, including Canada, the Dominican
Republic, Panama and Mexico. Our international operations are subject to a number of risks inherent to operating
in foreign countries, and any expansion of our international operations will increase the impact of these risks. These
risks include, among others:
•inadequate brand infrastructure within foreign countries to support our international activities;
•inconsistent regulation or sudden policy changes by foreign agencies or governments;
•the collection of royalties from foreign franchisees;
•difficulty of enforcing contractual obligations of foreign franchisees;
•increased costs in maintaining international franchise and marketing efforts;
•problems entering international markets with different cultural bases and consumer preferences;
•political and economic instability of foreign markets;

•compliance with laws and regulations applicable to international operations, such as the Foreign Corrupt Practices Actand regulations promulgated by the Office of Foreign Asset Control;
•fluctuations in foreign currency exchange rates; and
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•operating in new, developing or other markets in which there are significant uncertainties regarding the interpretation,application and enforceability of laws and regulations relating to contract and intellectual property rights.
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As a result, those new stores may be less successful than stores in our existing markets.  Further, effectively managing
growth can be challenging, particularly as we continue to expand into new international markets where we must
balance the need for flexibility and a degree of autonomy for local management against the need for consistency with
our mission and standards.
Our planned growth could place strains on our management, employees, information systems and internal controls,
which may adversely impact our business.
Over the past several years, we have experienced growth in our business activities and operations, including a
significant increase in the number of system-wide stores. Our past expansion has placed, and our planned future
expansion may place, significant demands on our administrative, operational, financial and other resources. Any
failure to manage growth effectively could seriously harm our business. To be successful, we will need to continue to
implement management information systems and improve our operating, administrative, financial and accounting
systems and controls. We will also need to train new employees and maintain close coordination among our executive,
accounting, finance, legal, human resources, risk management, marketing, technology, sales and operations functions.
These processes are time-consuming and expensive, increase management responsibilities and divert management
attention, and we may not realize a return on our investment in these processes. In addition, we believe the culture we
foster at our and our franchisees’ stores is an important contributor to our success. However, as we expand we may
have difficulty maintaining our culture or adapting it sufficiently to meet the needs of our operations. These risks may
be heightened as our growth accelerates. In 2018, our franchisees opened 226 stores, compared to 206 stores in 2017,
195 stores in 2016, and 206 stores in 2015. Our failure to successfully execute on our planned expansion of stores
could materially and adversely affect our results of operations and financial condition.
The high level of competition in the health and fitness industry could materially and adversely affect our business.
We compete with the following industry participants: other health and fitness clubs; physical fitness and recreational
facilities established by non-profit organizations and businesses for their employees; private studios and other
boutique fitness offerings; racquet, tennis and other athletic clubs; amenity and condominium/apartment clubs;
country clubs; online personal training and fitness coaching; the home-use fitness equipment industry; local tanning
salons; businesses offering similar services; and other businesses that rely on consumer discretionary spending. We
may not be able to compete effectively in the markets in which we operate. Competitors may attempt to copy our
business model, or portions thereof, which could erode our market share and brand recognition and impair our growth
rate and profitability. Competitors, including companies that are larger and have greater resources than us, may
compete with us to attract members in our markets. Non-profit organizations in our markets may be able to obtain
land and construct stores at a lower cost and collect membership dues and fees without paying taxes, thereby allowing
them to charge lower prices. Luxury fitness companies may attempt to enter our market by lowering prices or creating
lower price brand alternatives. Furthermore, due to the increased number of low-cost health and fitness club
alternatives, we may face increased competition if we increase our price or if discretionary spending declines. This
competition may limit our ability to attract and retain existing members and our ability to attract new members, which
in each case could materially and adversely affect our results of operations and financial condition.
Changes in the industry could place strains on our management, employees, information systems and internal controls,
which may adversely impact our business.
Changes in the industry affecting gym memberships and payment for gym memberships may place significant
demands on our administrative, operational, financial and other resources or require us to obtain different or additional
resources. Any failure to manage such changes effectively could adversely affect our business. To be successful, we
will need to continue to implement management information systems and improve our operating, administrative,
financial and accounting systems and controls in order to adapt quickly to such changes. These changes may be
time-consuming and expensive, increase management responsibilities and divert management attention, and we may
not realize a return on our investment in these changes.
We and our franchisees rely heavily on information systems, and any material failure, interruption or weakness may
prevent us from effectively operating our business and damage our reputation.
We and our franchisees increasingly rely on information systems, including point-of-sale processing systems in our
stores and other information systems managed by third parties, to interact with our franchisees and members and
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collect, maintain and store member information, billing information and other personally identifiable information,
including for the operation of stores, collection of cash, legal and regulatory compliance, management of our supply
chain, accounting, staffing, payment of obligations, ACH transactions, credit and debit card transactions and other
processes and procedures. Furthermore, in 2015, we migrated our point-of-sale system from a proprietary, third-party
hosted system to a commercially available, third-party hosted system. Although the migration is complete, in the
future there may be unforeseen issues, bugs, data inconsistencies, outages, changes in business processes, and other
interruptions that could adversely impact our business. In 2017, we also engaged a new third-party point-of-sale
provider partner for stores in the Dominican Republic, Panama and Mexico. If we need to move to different
third-party systems, our operations, including EFT drafting, could be interrupted. Our ability to efficiently and
effectively manage our
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franchisee and corporate-owned stores depends significantly on the reliability and capacity of these systems, and any
potential failure of these third parties to provide quality uninterrupted service is beyond our control. In 2018, we
engaged with a new third-party software development company to develop a digital platform, which through data,
facilitates digital experiences across digital channels, including mobile, online, and in-club media. If we need to move
to a different partner to develop and maintain this platform, or if the partner's ability to provide its services is reduced,
our operations could be interrupted. Additionally, this platform is built on commercial cloud computing platforms and
depends on the internet, internet providers, and cloud computing providers to deliver ongoing services, the
interruption of which could disrupt our operations.
Our and our franchisees’ operations depend upon our ability, and the ability of our franchisees and third-party service
providers (as well as their third-party service providers), to protect our computer equipment and systems against
damage from physical theft, fire, power loss, telecommunications failure or other catastrophic events, as well as from
internal and external security breaches, viruses, denial-of-service attacks and other disruptions. The failure of these
systems to operate effectively, stemming from maintenance problems, upgrading or transitioning to new platforms,
expanding our systems as we grow, a breach in security or other unanticipated problems could result in interruptions
to or delays in our business and member service and reduce efficiency in our operations. In addition, the
implementation of technology changes and upgrades to maintain current and integrate new systems may also cause
service interruptions, operational delays due to the learning curve associated with using a new system, transaction
processing errors and system conversion delays and may cause us to fail to comply with applicable laws. If our
information systems, or those of our franchisees and third-party service providers (as well as their third-party service
providers), fail and our or our partners’ third-party back-up or disaster recovery plans are not adequate to address such
failures, our revenues and profits could be reduced and the reputation of our brand and our business could be
materially and adversely affected.
If we fail to properly maintain the confidentiality and integrity of our data, including member credit card, debit card
and bank account information, our reputation and business could be materially and adversely affected.
In the ordinary course of business, we and our franchisees collect, transmit and store member and employee data,
including credit and debit card numbers, bank account information, driver’s license numbers, dates of birth and other
highly sensitive personally identifiable information, in information systems that we maintain and in those maintained
by franchisees and third parties with whom we contract to provide services. Some of this data is sensitive and could be
an attractive target of a criminal attack by malicious third parties with a wide range of motives and expertise,
including lone wolves, organized criminal groups, “hacktivists,” disgruntled current or former employees, and others.
The integrity and protection of member and employee data is critical to us.
Despite the security measures we have in place to comply with applicable laws and rules, our facilities and systems,
and those of our franchisees and third-party service providers (as well as their third-party service providers), may be
vulnerable to security breaches, acts of cyber terrorism or sabotage, vandalism or theft, computer viruses, loss or
corruption of data, programming or human errors or other similar events. Furthermore, the size and complexity of our
information systems, and those of our franchisees and our third-party vendors (as well as their third-party service
providers), make such systems potentially vulnerable to security breaches from inadvertent or intentional actions by
our employees, franchisees or vendors, or from attacks by malicious third parties. Because such attacks are increasing
in sophistication and change frequently in nature, we, our franchisees and our third-party service providers may be
unable to anticipate these attacks or implement adequate preventative measures, and any compromise of our systems,
or those of our franchisees and third-party vendors (as well as their third-party service providers), may not be
discovered and remediated promptly. Changes in consumer behavior following a security breach or perceived security
breach, act of cyber terrorism or sabotage, vandalism or theft, computer viruses, loss or corruption of data or
programming or human error or other similar event affecting a competitor, large retailer or financial institution may
materially and adversely affect our business.
Additionally, the handling of personally identifiable information by our, or our franchisees’, businesses are regulated at
the federal, state and international levels as well as by certain industry groups, such as the Payment Card Industry
Security Standards Council, NACHA, Canadian Payments Association and individual credit card issuers. Federal,
state, international and industry groups may also consider and implement from time to time new privacy and security
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requirements that apply to our businesses. Compliance with contractual obligations and evolving privacy and security
laws, requirements and regulations may result in cost increases due to necessary systems changes, new limitations or
constraints on our business models and the development of new administrative processes. They also may impose
further restrictions on our handling of personally identifiable information that are housed in one or more of our, or our
franchisees’ databases, or those of our third-party service providers. Noncompliance with privacy laws or industry
group requirements or a security breach or perceived non-compliance or security breach involving the
misappropriation, loss or other unauthorized disclosure of personal, sensitive or confidential information, whether by
us or by one of our franchisees or vendors, could have material adverse effects on our and our franchisees’ business,
operations, brand, reputation and financial condition, including decreased revenue, material fines and penalties,
litigation, increased financial processing fees, compensatory, statutory, punitive or other damages, adverse actions
against our licenses to do business and injunctive relief by court or consent order. Despite our efforts, the handling of
personally identifiable information may not be in compliance with applicable law, or this information could be
disclosed or lost due to a hacking event or unauthorized access to our information system, or through publication or
improper disclosure, any of which could affect the value of our brand. We maintain and we require our franchisees
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to maintain cyber risk insurance, but in the event of a significant data security breach, this insurance may not cover all
of the losses that we would be likely to suffer.
The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our business by causing a
disruption to our operations, a compromise or corruption of confidential information, and/or damage to our employee
and business relationships and reputation, all of which could harm our brand and our business.
We could be subject to a cyber incident or other adverse event that threatens the confidentiality, integrity or
availability of information resources, including intentional attacks or unintentional events where parties gain
unauthorized access to systems to disrupt operations, corrupt data or steal confidential information about customers,
franchisees, vendors and employees. A number of retailers and other companies have recently experienced serious
cyber incidents and breaches of their information technology systems. As our reliance on technology has increased, so
have the risks posed to our systems, both internal and those we have outsourced. The three primary risks that could
directly result from the occurrence of a cyber incident include operational interruption, damage to the relationship
with members and private data exposure, which each in turn could create additional risks and exposure. We maintain
insurance coverage to address cyber incidents, and have also implemented processes, procedures and controls to help
mitigate these risks; however, these measures do not guarantee that our reputation and financial results will not be
adversely affected by such an incident.
Because our franchisees accept electronic forms of payment from its customers, our business requires the collection
and retention of customer data, including credit and debit card numbers and other personally identifiable information
in various information systems that we and our franchisees maintain and in those maintained by third parties with
whom we and our franchisees contract to provide credit card processing. We also maintain important internal
company data, such as personally identifiable information about our employees and franchisees and information
relating to our operations. Our use of personally identifiable information is regulated by foreign, federal and state
laws, as well as by certain third-party agreements. As privacy and information security laws and regulations and
contractual obligations with third parties evolve, we may incur additional costs to ensure that we remain in
compliance with those laws and regulations and contractual obligations. If our security and information systems are
compromised or if our employees or franchisees fail to comply with these laws, regulations, or contract terms, and this
information is obtained by unauthorized persons or used inappropriately, it could adversely affect our reputation and
could disrupt our operations and result in costly litigation, judgments, or penalties arising from violations of federal
and state laws and payment card industry regulations.
Under certain laws, regulations and contractual obligations, a cyber incident could also require us to notify customers,
employees or other groups of the incident or could result in adverse publicity, loss of sales and profits, or an increase
in fees payable to third parties. We could also incur penalties or remediation and other costs that could adversely
affect the operation of its business and results of operations.
Changes in legislation or requirements related to electronic fund transfer, or our failure to comply with existing or
future regulations, may materially and adversely impact our business.
We primarily accept payments for our memberships through electronic fund transfers from members’ bank accounts
and, therefore, we are subject to federal, state and international legislation and certification requirements governing
EFT, including the Electronic Funds Transfer Act. Some states have passed or have considered legislation requiring
gyms and health clubs to offer a prepaid membership option at all times and/or limit the duration for which gym
memberships can auto-renew through EFT payments, if at all. Our business relies heavily on the fact that our
memberships continue on a month-to-month basis after the completion of any initial term requirements, and
compliance with these laws and regulations and similar requirements may be onerous and expensive. In addition,
variances and inconsistencies from jurisdiction to jurisdiction may further increase the cost of compliance and doing
business. States that have such health club statutes provide harsh penalties for violations, including membership
contracts being void or voidable. Our failure to comply fully with these rules or requirements may subject us to fines,
higher transaction fees, penalties, damages and civil liability and may result in the loss of our ability to accept EFT
payments, which would have a material adverse effect on our business, results of operations and financial condition.
In addition, any such costs, which may arise in the future as a result of changes to the legislation and regulations or in
their interpretation, could individually or in the aggregate cause us to change or limit our business practice, which may
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make our business model less attractive to our franchisees and our and their members.
We are subject to a number of risks related to ACH, credit card and debit card payments we accept.
We and our franchisees accept payments through ACH, credit card and debit card transactions. For ACH, credit card
and debit card payments, we and our franchisees pay interchange and other fees, which may increase over time. An
increase in those fees would require us to either increase the prices we charge for our memberships, which could cause
us to lose members or suffer an increase in our operating expenses, either of which could harm our operating results.
If we or any of our processing vendors have problems with our billing software, or the billing software malfunctions,
it could have an adverse effect on our member satisfaction and could cause one or more of the major credit card
companies to disallow our
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continued use of their payment products. In addition, if our billing software fails to work properly and, as a result, we
and our franchisees do not automatically charge our members’ credit cards, debit cards or bank accounts on a timely
basis or at all, we could lose membership revenue and associated royalty revenue, which would harm our operating
results.
If we fail to adequately control fraudulent ACH, credit card and debit card transactions, we may face civil liability,
diminished public perception of our security measures and significantly higher ACH, credit card and debit card related
costs, each of which could adversely affect our business, financial condition and results of operations. The termination
of our ability to process payments through ACH transactions or on any major credit or debit card would significantly
impair our ability to operate our business.
As consumer behavior shifts to use more modern forms of payment, there may be an increased reluctance to use ACH
or credit cards for membership dues and point of sale transactions which could result in decreased revenues as
consumers choose to give their business to competition with more convenient forms of payment. We may need to
expand our information systems to support newer and emerging forms of payment methods, which may be
time-consuming and expensive, and may not realize a return on our investment.
Our and our franchisees’ stores may be unable to attract and retain members, which would materially and adversely
affect our business, results of operations and financial condition.
Our target market is average people seeking regular exercise and people who are new to fitness. The success of our
business depends on our and our franchisees’ ability to attract and retain members. Our and our franchisees’ marketing
efforts may not be successful in attracting members to stores, and membership levels may materially decline over
time, especially at stores in operation for an extended period of time. Members may cancel their memberships at any
time after giving proper advance written notice, subject to an initial minimum term applicable to certain memberships.
We may also cancel or suspend memberships if a member fails to provide payment for an extended period of time. In
addition, we experience attrition and must continually engage existing members and attract new members in order to
maintain membership levels. A portion of our member base does not regularly use our stores and may be more likely
to cancel their membership. Some of the factors that could lead to a decline in membership levels include changing
desires and behaviors of consumers or their perception of our brand, changes in discretionary spending trends and
general economic conditions, market maturity or saturation, a decline in our ability to deliver quality service at a
competitive price, an increase in monthly membership dues due to inflation, direct and indirect competition in our
industry, and a decline in the public’s interest in health and fitness, among other factors. In order to increase
membership levels, we may from time to time offer promotions or lower monthly dues or annual fees. If we and our
franchisees are not successful in optimizing price or in adding new memberships in new and existing stores, growth in
monthly membership dues or annual fees may suffer. Any decrease in our average dues or fees or higher membership
costs may adversely impact our results of operations and financial condition.
If we and our franchisees are unable to identify and secure suitable sites for new franchise stores, our revenue growth
rate and profits may be negatively impacted.
To successfully expand our business, we and our franchisees must identify and secure sites for new franchise stores
and, to a lesser extent, new corporate-owned stores that meet our established criteria. In addition to finding sites with
the right demographic and other measures we employ in our selection process, we also need to evaluate the
penetration of our competitors in the market. We face significant competition for sites that meet our criteria, and as a
result we may lose those sites, our competitors could copy our format or we could be forced to pay significantly
higher prices for those sites. If we and our franchisees are unable to identify and secure sites for new stores, our
revenue growth rate and profits may be negatively impacted. Additionally, if our or our franchisees’ analysis of the
suitability of a store site is incorrect, we or our franchisees may not be able to recover the capital investment in
developing and building the new store.
As we increase our number of stores, we and our franchisees may also open stores in higher-cost geographies, which
could entail greater lease payments and construction costs, among others. The higher level of invested capital at these
stores may require higher operating margins and higher net income per store to produce the level of return we or our
franchisees and potential franchisees expect. Failure to provide this level of return could adversely affect our results of
operations and financial condition.
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Opening new stores in close proximity may negatively impact our existing stores’ revenues and profitability.
We and our franchisees currently operate stores in 50 states, the District of Columbia, Puerto Rico, Canada, the
Dominican Republic, Panama and Mexico, and we and our franchisees plan to open many new stores in the future,
some of which will be in existing markets and may be located in close proximity to stores already in those markets.
Opening new stores in close proximity to existing stores may attract some memberships away from those existing
stores, which may lead to diminished revenues and profitability for us and our franchisees rather than increased
market share. In addition, as a result of new stores opening in existing markets and because older stores will represent
an increasing proportion of our store base over time, our same store sales increases may be lower in future periods
than they have been historically.
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We are subject to a variety of additional risks associated with our franchisees.
Our franchise business model subjects us to a number of risks, any one of which may impact our royalty revenues
collected from our franchisees, may harm the goodwill associated with our brand, and may materially and adversely
impact our business and results of operations.
Bankruptcy of franchisees. A franchisee bankruptcy could have a substantial negative impact on our ability to collect
payments due under such franchisee’s franchise agreement(s). In a franchisee bankruptcy, the bankruptcy trustee may
reject its franchise agreement(s), ADA(s) and/or franchisee lease/sublease pursuant to Section 365 under the U.S.
bankruptcy code, in which case there would be no further royalty payments from such franchisee, and we may not
ultimately recover those payments in a bankruptcy proceeding of such franchisee in connection with a damage claim
resulting from such rejection.
Franchisee changes in control. Our franchises are operated by independent business owners. Although we have the
right to approve franchise owners, and any transferee owners, it can be difficult to predict in advance whether a
particular franchise owner will be successful. If an individual franchise owner is unable to successfully establish,
manage and operate the store, the performance and quality of service of the store could be adversely affected, which
could reduce memberships and negatively affect our royalty revenues and brand image. Although our agreements
prohibit “changes in control” of a franchisee without our prior consent as the franchisor, a franchise owner may desire to
transfer a store to a transferee franchisee. In addition, in the event of the death or disability of a franchisee (if a natural
person) or a principal of a franchisee entity, the executors and representatives of the franchisee are required to transfer
the relevant franchise agreements to a successor franchisee approved by the franchisor. In any transfer situation, the
transferee may not be able to perform the former franchisee’s obligations under such franchise agreements and
successfully operate the store. In such a case the performance and quality of service of the store could be adversely
affected, which could also reduce memberships and negatively affect our royalty revenues and brand image.
Franchisee insurance. Our franchise agreements require each franchisee to maintain certain insurance types and levels.
Losses arising from certain extraordinary hazards, however, may not be covered, and insurance may not be available
(or may be available only at prohibitively expensive rates) with respect to many other risks, or franchisees may fail to
procure the required insurance. Moreover, any loss incurred could exceed policy limits and policy payments made to
franchisees may not be made on a timely basis. Any such loss or delay in payment could have a material adverse
effect on a franchisee’s ability to satisfy its obligations under its franchise agreement or other contractual obligations,
which could cause a franchisee to terminate its franchise agreement and, in turn, negatively affect our operating and
financial results.
Some of our franchisees are operating entities. Franchisees may be natural persons or legal entities. Our franchisees
that are operating companies (as opposed to limited purpose entities) are subject to business, credit, financial and other
risks, which may be unrelated to the operation of their stores. These unrelated risks could materially and adversely
affect a franchisee that is an operating company and its ability to service its members and maintain store operations
while making royalty payments, which in turn may materially and adversely affect our business and operating results.
Franchise agreement termination; nonrenewal. Each franchise agreement is subject to termination by us as the
franchisor in the event of a default, generally after expiration of applicable cure periods, although under certain
circumstances a franchise agreement may be terminated by us upon notice without an opportunity to cure. The default
provisions under the franchise agreements are drafted broadly and include, among other things, any failure to meet
operating standards and actions that may threaten the licensed intellectual property. Moreover, a franchisee may have
a right to terminate its franchise agreement in certain circumstances.
In addition, each franchise agreement has an expiration date. Upon the expiration of a franchise agreement, we or the
franchisee may, or may not, elect to renew the franchise agreement. If the franchise agreement is renewed, the
franchisee will receive a “successor” franchise agreement for an additional term. Such option, however, is contingent on
the franchisee’s execution of the then-current form of franchise agreement (which may include increased royalty
revenues, advertising fees and other fees and costs), the satisfaction of certain conditions (including re-equipment and
remodeling of the store and other requirements) and the payment of a successor fee. If a franchisee is unable or
unwilling to satisfy any of the foregoing conditions, the expiring franchise agreement will terminate upon expiration
of its term.
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Franchisee litigation; effects of regulatory efforts. We and our franchisees are subject to a variety of litigation risks,
including, but not limited to, member claims, personal injury claims, vicarious liability claims, litigation with or
involving our relationship with franchisees, litigation alleging that the franchisees are our employees or that we are the
co-employer of our franchisees’ employees, employee allegations against the franchisee or us of improper termination
and discrimination, landlord/tenant disputes and intellectual property claims, among others. Each of these claims may
increase costs, reduce the execution of new franchise agreements and affect the scope and terms of insurance or
indemnifications we and our franchisees may have. In addition, we and our franchisees are subject to various
regulatory efforts to enforce employment laws, such as efforts to categorize franchisors as the co-employers of their
franchisees’ employees; legislation to categorize individual franchised businesses as large employers for the purposes
of various employment benefits; and other legislation or regulations that may have a disproportionate impact on
franchisors and/or franchised businesses. These changes may impose greater costs and regulatory burdens on
franchising and negatively affect our ability to sell new franchises.
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Franchise agreements and franchisee relationships. Our franchisees develop and operate their stores under terms set
forth in our ADAs and franchise agreements, respectively. These agreements give rise to long-term relationships that
involve a complex set of mutual obligations and mutual cooperation. We have a standard set of agreements that we
typically use with our franchisees, but various franchisees have negotiated specific terms in these agreements.
Furthermore, we may from time to time negotiate terms of our franchise agreements with individual franchisees or
groups of franchisees (e.g., a franchisee association). We seek to have positive relationships with our franchisees,
based in part on our common understanding of our mutual rights and obligations under our agreements, to enable both
the franchisees’ business and our business to be successful. However, we and our franchisees may not always maintain
a positive relationship or always interpret our agreements in the same way. Our failure to have positive relationships
with our franchisees could individually or in the aggregate cause us to change or limit our business practices, which
may make our business model less attractive to our franchisees or our members.
While our franchisee revenues are not concentrated among one or a small number of parties, the success of our
business does depend in large part on our ability to maintain contractual relationships with franchisees in profitable
stores. A typical franchise agreement has a ten-year term. Our largest franchisee group accounts for 6.8% of our total
stores and another large franchisee group accounts for 4.5% of our total stores. If we fail to maintain or renew our
contractual relationships on acceptable terms, or if one or more of these large franchisees were to become insolvent or
otherwise were unwilling to pay amounts due to us, our business, reputation, financial condition and results of
operations could be materially and adversely affected.
Franchisee turnover. There can be no guarantee of the retention of any, including the top performing, franchisees in
the future, or that we will maintain the ability to attract, retain, and motivate sufficient numbers of franchisees of the
same caliber. The quality of existing franchisee operations may be diminished by factors beyond our control,
including franchisees’ failure or inability to hire or retain qualified managers and other personnel. Training of
managers and other personnel may be inadequate. These and other such negative factors could adversely affect our
business.
Our dependence on a limited number of suppliers for equipment and certain products and services could result in
disruptions to our business and could adversely affect our revenues and gross profit.
Equipment and certain products and services used in our stores, including our exercise equipment and point-of-sale
software and hardware, are sourced from third-party suppliers. In addition, we rely on third-party suppliers to manage
and maintain our websites and online join processes, and in 2018 over 32% of our new members joined online through
our websites. Although we believe that adequate substitutes are currently available, we depend on these third-party
suppliers to operate our business efficiently and consistently meet our business requirements. The ability of these
third-party suppliers to successfully provide reliable and high-quality services is subject to technical and operational
uncertainties that are beyond our control, including, for our overseas suppliers, vessel availability and port delays or
congestion. Any disruption to our suppliers’ operations could impact our supply chain and our ability to service our
existing stores and open new stores on time or at all and thereby generate revenue. If we lose such suppliers or our
suppliers encounter financial hardships unrelated to the demand for our equipment or other products or services, we
may not be able to identify or enter into agreements with alternative suppliers on a timely basis on acceptable terms, if
at all. Transitioning to new suppliers would be time-consuming and expensive and may result in interruptions in our
operations. If we should encounter delays or difficulties in securing the quantity of equipment we or our franchisees
require to open new and refurbish existing stores, our suppliers encounter difficulties meeting our and our franchisees’
demands for products or services, our websites experience delays or become impaired due to errors in the third-party
technology or there is a deficiency, lack or poor quality of products or services provided, or there is damage to the
value of one or more of our vendors’ brands, our ability to serve our members and grow our brand would be
interrupted. If any of these events occurs, it could have a material adverse effect on our business and operating results.
Our franchisees may incur rising costs related to construction of new stores and maintenance of existing stores, which
could adversely affect the attractiveness of our franchise model, and in turn our business, results of operations and
financial condition.
Our stores require significant upfront and ongoing investment, including periodic remodeling and equipment
replacement. If our franchisees’ costs are greater than expected, franchisees may need to outperform their operational
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plan to achieve their targeted return. In addition, increased costs may result in lower profits to the franchisees, which
may cause them to terminate their franchise agreement or make it harder for us to attract new franchisees, which in
turn could materially and adversely affect our business, results of operations and financial condition.
In addition, if a franchisee is unwilling or unable to acquire the necessary financing to invest in the maintenance and
upkeep of its stores, including periodic remodeling and replacement of equipment, the quality of its stores could
deteriorate, which may have a negative impact on our brand image and our ability to attract and maintain members,
which in turn may have a negative impact on our revenues.
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We and our franchisees could be subject to claims related to health and safety risks to members that arise while at both
our corporate-owned and franchise stores.
Use of our and our franchisees’ stores poses some potential health and safety risks to members or guests through
physical exertion and use of our services and facilities, including exercise and tanning equipment. Claims might be
asserted against us and our franchisees for injuries suffered by or death of members or guests while exercising and
using the facilities at a store. We may not be able to successfully defend such claims. We also may not be able to
maintain our general liability insurance on acceptable terms in the future or maintain a level of insurance that would
provide adequate coverage against potential claims. Depending upon the outcome, these matters may have a material
adverse effect on our results of operations, financial condition and cash flows.
If we cannot retain our key employees and hire additional highly qualified employees, we may not be able to
successfully manage our businesses and pursue our strategic objectives.
We are highly dependent on the services of our senior management team and other key employees at our corporate
headquarters and our corporate-owned stores, and on our and our franchisees’ ability to recruit, retain and motivate key
employees. Competition for such employees can be intense, and the inability to attract and retain the additional
qualified employees required to expand our activities, or the loss of current key employees, could adversely affect our
and our franchisees’ operating efficiency and financial condition.
Our intellectual property rights, including trademarks and trade names, may be infringed, misappropriated or
challenged by others.
Our brand and related intellectual property are important to our continued success. We seek to protect our trademarks,
trade names, copyrights and other intellectual property by exercising our rights under applicable state, provincial,
federal and international laws. Policing unauthorized use and other violations of our intellectual property rights is
difficult, and the steps we take may not prevent misappropriation, infringement or other violations of our intellectual
property. If we were to fail to successfully protect our intellectual property rights for any reason, or if any third party
misappropriates, dilutes or infringes our intellectual property, the value of our brands may be harmed, which could
have an adverse effect on our business, results of operations and financial condition. Any damage to our reputation
could cause membership levels to decline or make it more difficult to attract new members.
We may also from time to time be required to initiate litigation to enforce our trademarks, service marks and other
intellectual property. Third parties may also assert that we have infringed, misappropriated or otherwise violated their
intellectual property rights, which could lead to litigation against us. Litigation is inherently uncertain and could divert
the attention of management, result in substantial costs and diversion of resources and negatively affect our
membership sales and profitability regardless of whether we are able to successfully enforce or defend our rights.
Use of email marketing and social media may adversely impact our reputation or subject us to fines or other penalties.
There has been a substantial increase in the use of email and social media platforms, including blogs, social media
websites and other forms of internet-based communication, which allow access to a broad audience of consumers and
other interested persons. Negative commentary about us may be posted on social media platforms or similar devices at
any time and may harm our reputation or business. Consumers value readily available information about health clubs
and often act on such information without further investigation and without regard to its accuracy. The harm may be
immediate without affording us an opportunity for redress
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