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

Form 10-Q

(Mark one)

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

For the quarterly period ended March 31, 2018

[     ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from                     to                     .

Commission File Number:  001-35113

GNC Holdings, Inc.
(Exact name of registrant as specified in its charter)

Delaware 20-8536244
(State or other jurisdiction of (I.R.S. Employer
Incorporation or organization) Identification No.)

300 Sixth Avenue 15222
Pittsburgh, Pennsylvania (Zip Code)
(Address of principal executive offices)

Registrant’s telephone number, including area code:  (412) 288-4600

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.     [ X ] Yes [   
] No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). 
[ X  ] Yes [    ] No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company or an emerging growth company.  See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act:
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Large accelerated filer [ X
]

Accelerated filer
[   ]

Non-accelerated filer
[   ]

Smaller reporting company
[   ]

Emerging growth
company [   ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.  [ ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
[      ] Yes
[ X ] No

As of April 23, 2018, there were 83,665,206 outstanding shares of Class A common stock, par value $0.001 per share
(the “common stock”), of GNC Holdings, Inc.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

GNC HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(unaudited)
(in thousands)

March 31,
2018

December
31, 2017

Current assets:
Cash and cash equivalents $53,871 $64,001
Receivables, net 114,712 126,650
Inventory (Note 4) 507,968 485,732
Prepaid and other current assets 78,677 66,648
Total current assets 755,228 743,031
Long-term assets:
Goodwill 141,200 141,029
Brand name 324,400 324,400
Other intangible assets, net 97,963 99,715
Property, plant and equipment, net 179,547 186,562
Other long-term assets 29,423 25,026
Total long-term assets 772,533 776,732
Total assets $1,527,761 $1,519,763
Current liabilities:
Accounts payable $175,151 $153,018
Current debt (Note 5) 213,111 —
Deferred revenue and other current liabilities 115,213 114,081
Total current liabilities 503,475 267,099
Long-term liabilities:
Long-term debt (Note 5) 1,062,778 1,297,023
Deferred income taxes 56,923 56,060
Other long-term liabilities 83,831 85,502
Total long-term liabilities 1,203,532 1,438,585
Total liabilities 1,707,007 1,705,684
Contingencies (Note 7)
Stockholders’ deficit:
Common stock 130 130
Additional paid-in capital 1,002,604 1,001,315
Retained earnings 550,046 543,814
Treasury stock, at cost (1,725,349 ) (1,725,349 )
Accumulated other comprehensive loss (6,677 ) (5,831 )
Total stockholders’ deficit (179,246 ) (185,921 )
Total liabilities and stockholders’ deficit $1,527,761 $1,519,763

The accompanying notes are an integral part of the Consolidated Financial Statements.
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GNC HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
(unaudited)
(in thousands, except per share amounts)

Three months ended
March 31,
2018 2017

Revenue (Note 3) $607,533 $654,948
Cost of sales, including warehousing, distribution and occupancy 400,659 435,086
Gross profit 206,874 219,862
Selling, general, and administrative 160,730 166,027
Other income, net (245 ) (1,133 )
Operating income 46,389 54,968
Interest expense, net (Note 5) 21,773 15,894
Loss on debt refinancing 16,740 —
Income before income taxes 7,876 39,074
Income tax expense (Note 10) 1,686 14,330
Net income $6,190 $24,744
Earnings per share (Note 8):
Basic $0.07 $0.36
Diluted $0.07 $0.36
Weighted average common shares outstanding (Note 8):
Basic 83,232 68,246
Diluted 83,368 68,300

The accompanying notes are an integral part of the Consolidated Financial Statements.
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GNC HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
(unaudited)
(in thousands)

Three months
ended March 31,
2018 2017

Net income $6,190 $24,744
Other comprehensive (loss) income:
 Foreign currency translation (loss) gain (846 ) 552
Comprehensive income $5,344 $25,296

The accompanying notes are an integral part of the Consolidated Financial Statements.
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GNC HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Stockholders’ Deficit
(unaudited)
(in thousands)

Common Stock
Treasury
Stock

Paid-in
Capital

Retained
Earnings

Accumulated
Other
Comprehensive
Loss

Total
Stockholders’
Deficit

Class A

Shares Dollars

Balance at December 31, 2017 83,567 $ 130 $(1,725,349) $1,001,315 $543,814 $ (5,831 ) $ (185,921 )
Comprehensive income — — — — 6,190 (846 ) 5,344
Dividend forfeitures on restricted
stock — — — — 42 — 42

Restricted stock awards 149 — — — — — —
Minimum tax withholding
requirements (54 ) — — (223 ) — — (223 )

Stock-based compensation — — — 1,512 — — 1,512
Balance at March 31, 2018 83,662 $ 130 $(1,725,349) $1,002,604 $550,046 $ (6,677 ) $ (179,246 )

Balance at December 31, 2016 68,399 $ 114 $(1,725,349) $922,687 $693,682 $ (8,697 ) $ (117,563 )
Comprehensive income — — — — 24,744 552 25,296
Dividend forfeitures on restricted
stock — — — — 242 — 242

Restricted stock awards 29 — — — — — —
Minimum tax withholding
requirements (31 ) — — (229 ) — — (229 )

Stock-based compensation — — — 1,410 — — 1,410
Balance at March 31, 2017 68,397 $ 114 $(1,725,349) $923,868 $718,668 $ (8,145 ) $ (90,844 )

The accompanying notes are an integral part of the Consolidated Financial Statements.

4

Edgar Filing: GNC HOLDINGS, INC. - Form 10-Q

8



Table of Contents

GNC HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Three months
ended March 31,
2018 2017

Cash flows from operating activities:
Net income $6,190 $24,744
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization expense 12,105 16,739
Amortization of debt costs 3,609 3,288
Stock-based compensation 1,512 1,410
Gains on refranchising — (124 )
Loss on debt refinancing 16,740 —
Third-party fees associated with refinancing (15,753 ) —
Changes in assets and liabilities:
Decrease in receivables 11,840 5,890
(Increase) in inventory (22,766 ) (15,921 )
(Increase) in prepaid and other current assets (9,473 ) (11,871 )
Increase in accounts payable 21,791 27,411
Increase (decrease) in deferred revenue and accrued liabilities 388 (5,660 )
Other operating activities (1,111 ) 197
Net cash provided by operating activities 25,072 46,103

Cash flows from investing activities:
Capital expenditures (3,732 ) (13,906 )
Refranchising proceeds 465 1,344
Store acquisition costs (116 ) (98 )
Net cash used in investing activities (3,383 ) (12,660 )

Cash flows from financing activities:
Borrowings under revolving credit facility 50,000 64,000
Payments on revolving credit facility (32,500 ) (91,000 )
Payments on Tranche B-1 Term Loan (1,138 ) (1,138 )
Payments on Tranche B-2 Term Loan (10,700 ) —
Original Issuance Discount and revolving credit facility fees (35,216 ) —
Deferred fees associated with pending equity transaction (2,183 ) —
Minimum tax withholding requirements (223 ) (229 )
Net cash used in financing activities (31,960 ) (28,367 )

Effect of exchange rate changes on cash and cash equivalents 141 332
Net (decrease) increase in cash and cash equivalents (10,130 ) 5,408
Beginning balance, cash and cash equivalents 64,001 34,464
Ending balance, cash and cash equivalents $53,871 $39,872

The accompanying notes are an integral part of the Consolidated Financial Statements.
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GNC HOLDINGS, INC. AND SUBSIDIARIES
Supplemental Cash Flow Information
(unaudited)
(in thousands)

As of March 31,
2018 2017

Non-cash investing activities:
Capital expenditures in current liabilities $1,203 $2,259
Non-cash financing activities:
Original issuance discount (Note 5) $19,587 $—

The accompanying notes are an integral part of the Consolidated Financial Statements.
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GNC HOLDINGS, INC. AND SUBSIDIARIES
Condensed Notes to the Unaudited Consolidated Financial Statements

NOTE 1.  NATURE OF BUSINESS
GNC Holdings, Inc., a Delaware corporation (“Holdings,” and collectively with its subsidiaries and, unless the context
requires otherwise, its and their respective predecessors, the “Company”), is a global specialty retailer of health,
wellness and performance products, including protein, performance supplements, weight management supplements,
vitamins, herbs and greens, wellness supplements, health and beauty, food and drink and other general merchandise.
The Company is vertically integrated as its operations consist of purchasing raw materials, formulating and
manufacturing products and selling the finished products through its three reportable segments, U.S. and Canada,
International, and Manufacturing / Wholesale. Corporate retail store operations are located in the United States,
Canada, Puerto Rico, China and Ireland. In addition, the Company offers products on the internet through GNC.com,
third-party websites, and prior to the sale of its assets on September 30, 2017, LuckyVitamin.com. Franchise locations
exist in the United States and approximately 50 other countries. The Company operates its primary manufacturing
facility in South Carolina and distribution centers in Arizona, Indiana, Pennsylvania and South Carolina. The
Company manufactures approximately half of its branded products and merchandises various third-party products.
Additionally, the Company licenses the use of its trademarks and trade names. 
The processing, formulation, packaging, labeling and advertising of the Company’s products are subject to regulation
by various federal agencies, including the Food and Drug Administration, the Federal Trade Commission, the
Consumer Product Safety Commission, the United States Department of Agriculture and the Environmental
Protection Agency. These activities are also regulated by various agencies of the states and localities in which the
Company’s products are sold.
NOTE 2.  BASIS OF PRESENTATION  
The accompanying unaudited Consolidated Financial Statements, which have been prepared in accordance with the
applicable rules of the Securities and Exchange Commission, include all adjustments (consisting of a normal and
recurring nature) that management considers necessary to fairly state the Company's results of operations, financial
position and cash flows. The December 31, 2017 Consolidated Balance Sheet was derived from audited financial
statements, but does not include all disclosures required by accounting principles generally accepted in the United
States of America (“U.S. GAAP”). These interim Consolidated Financial Statements should be read in conjunction with
the Consolidated Financial Statements and Footnotes included in the Company’s audited financial statements in its
Annual Report on Form 10-K for the year ended December 31, 2017 ("2017 10-K"). Interim results are not necessarily
indicative of the results that may be expected for the remainder of the year ending December 31, 2018.
Recently Adopted Accounting Pronouncements 
In May 2017, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2017-09, which amends the scope of modification accounting for share-based payment arrangements. This standard
states that an entity should account for the effects of a modification unless all of the following are met: 1) the fair
value of the modified award is the same as the fair value of the original award immediately before the original award
is modified (if the modification does not affect any of the inputs to the valuation technique that the entity uses to value
the award, the entity is not required to estimate the value immediately before and after the modification); 2) the
vesting conditions of the modified award are the same as the vesting conditions of the original award immediately
before the original award is modified; and 3) the classification of the modified award as an equity instrument or a
liability instrument is the same as the classification of the original award immediately before the original award is
modified. The standard is effective for all entities for annual periods, and interim periods within those annual periods,
beginning after December 15, 2017. The Company adopted this standard during the first quarter of fiscal 2018 which
did not have an impact to the Company's Consolidated Financial Statements.
In August 2016, the FASB issued ASU 2016-15, which addresses changes to the classification of certain cash receipts
and cash payments within the statement of cash flows in order to address diversity in practice. In November 2016, the
FASB issued ASU 2016-18, which requires that a statement of cash flows explain the change during the period in the
total of cash, cash equivalents and amounts generally described as restricted cash and restricted cash equivalents.
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Therefore, amounts generally described as restricted cash and restricted cash equivalents should be included with cash
and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the
statement of cash flows. Both standards are effective for annual reporting periods, and interim periods
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therein, beginning after December 15, 2017. In connection with the adoption of ASU 2016-15, the Company
presented the third-party fees relating to the term loan refinancing as an operating cash flow on the Consolidated
Statements of Cash Flows. The adoption of ASU 2016-18 did not have an impact to the Consolidated Statement of
Cash Flows.     
Adoption of New Revenue Recognition Standard
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which updates revenue
recognition guidance relating to contracts with customers. This standard states that an entity should recognize revenue
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or services. This standard is effective for annual reporting
periods, and interim periods therein, beginning after December 15, 2017. The Company adopted ASU 2014-09 and its
related amendments (collectively known as "ASC 606") during the first quarter of fiscal 2018 using the full
retrospective method.
The adoption of ASC 606 does not impact recognition of point-of-sale revenue in company-owned stores, most
wholesale sales, royalties and sublease revenue, together which account for approximately 90% of the Company’s
revenue. The new standard has no impact on the timing or classification of the Company’s cash flows as reported in the
Consolidated Statement of Cash Flows and is not expected to have a significant impact on the Company’s
Consolidated Statement of Operations in future periods. The Company recorded a reduction to retained earnings, net
of tax, at January 1, 2016 (opening balance) and December 31, 2016 of approximately $23 million primarily relating
to an increase in deferred franchise fees. Below is a description of the changes that resulted from the new standard.
Franchise fees. The Company's previous accounting policy for franchise and license fees received for new store
openings and renewals was to recognize these fees when earned per the contract terms, which is when a new store
opens or at the start of a new term. In accordance with the new guidance, these fees are now deferred and recognized
over the applicable license term as the Company satisfies the performance obligation of granting the customer access
to the rights of the Company’s intellectual property. This change impacted all of the Company’s reportable segments. In
addition, franchise fees received as part of a sale of a company-owned store to a franchisee are now recorded as
described above as part of revenue and will no longer be presented as part of gains on refranchising.

Cooperative advertising and other franchise support fees. The Company previously classified advertising and other
franchise support fees received from domestic franchisees as a reduction to selling, general and administrative expense
and cost of sales on the Consolidated Statement of Operations. In accordance with the new guidance, these fees are
now required to be classified as revenue within the U.S. and Canada segment. The new standard does not impact the
timing of recognition of this income or the Consolidated Balance Sheet.

Specialty manufacturing. The Company previously recognized revenue for products manufactured and sold to
customers at a point in time when risk of loss, title and insurable risks have transferred to the customer, net of
estimated returns and allowances. Under the new standard, revenue is required to be recognized over time as
manufacturing occurs if the customized goods have no alternative use to the manufacturer, and the manufacturer has
an enforceable right to payment for performance completed to date. This change impacts contract manufacturing sales
to third-parties recorded in the Manufacturing / Wholesale segment. The Company is now recording a reduction to
inventory as applicable custom manufacturing services are completed with a corresponding contract asset including
the applicable markup, recorded within prepaid and other current assets on the Consolidated Balance Sheet.

E-commerce revenues. The Company previously recorded revenue to its e-commerce customers upon delivery. Under
the new guidance, the Company is now recognizing revenue upon shipment based on meeting the transfer of control
criteria. The Company has made a policy election to treat shipping and handling as costs to fulfill the contract, and as
a result, any fees received from customers are included in the transaction price allocated to the performance obligation
of providing goods with a corresponding amount accrued within cost of sales for amounts paid to applicable carriers.
The Company has not revised prior period balances for e-commerce revenues because the changes are not material.
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Loyalty. Effective with the launch of the One New GNC on December 29, 2016, the Company introduced a free
points-based myGNC Rewards loyalty program system-wide in the U.S. The Company utilized the new revenue
recognition standard to account for this program in 2017, the difference of which was immaterial relative to the
standard in effect at that time.

Refer to Note 3 "Revenue" for additional information relating to the impact of adopting ASC 606.
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Revisions to Prior Periods
As a result of adopting ASC 606 on January 1, 2018, the Company has revised its comparative financial statements for
the years ended December 31, 2016 and 2017, and applicable interim periods within those years, as if ASC 606 had
been effective for those periods. Additionally, the cumulative effect of applying the new guidance to all contracts with
customers that were not completed as of January 1, 2016 was recorded as an adjustment to retained earnings as of
January 1, 2016.
The impact of the adoption of ASC 606 on the Company's Consolidated Balance Sheet as of December 31, 2017 was
as follows:

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Total
Adjustments As Revised

(in thousands)

Inventory $506,858 $ — $ (21,126 ) $ (21,126 ) $485,732
Prepaid and other current assets 42,320 — 24,328 24,328 66,648
Total current assets 739,829 — 3,202 3,202 743,031
Total assets $1,516,561 $ — $ 3,202 $ 3,202 $1,519,763

Deferred revenue and other current liabilities $108,672 $ 5,409 $ — $ 5,409 $114,081
Total current liabilities 261,690 5,409 — 5,409 267,099
Deferred income taxes 64,121 (8,868 ) 807 (8,061 ) 56,060
Other long-term liabilities 55,721 29,781 — 29,781 85,502
Total long-term liabilities 1,416,865 20,913 807 21,720 1,438,585
Total liabilities 1,678,555 26,322 807 27,129 1,705,684
Retained earnings 567,741 (26,322 ) 2,395 (23,927 ) 543,814
Total stockholders' deficit (161,994 ) (26,322 ) 2,395 (23,927 ) (185,921 )
Total liabilities and stockholders' deficit $1,516,561 $ — $ 3,202 $ 3,202 $1,519,763
The impact of the adoption of ASC 606 on the Consolidated Statements of Operations for the year ended December
31, 2017, and interim periods within 2017, was as follows:

Three months ended March 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands, except per share amounts)
Revenue $644,838 $ 983 $ 3,086 $ 6,041 $ 10,110 $654,948
Cost of sales (1) 431,867 — 2,624 595 3,219 $435,086
Gross profit 212,971 983 462 5,446 6,891 219,862
SG&A (2) 160,581 — — 5,446 5,446 166,027
Gains on refranchising (154 ) 30 — — 30 (124 )
Other income, net (1,009 ) — — — — (1,009 )
Operating income 53,553 953 462 — 1,415 54,968
Interest expense, net 15,894 — — — — 15,894
Income before income taxes 37,659 953 462 — 1,415 39,074
Income tax expense 13,809 350 171 — 521 14,330
Net income $23,850 $ 603 $ 291 $ — $ 894 $24,744
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Earnings per share:
Basic $0.35 $ 0.01 $ — $ — $ 0.01 $0.36
Diluted $0.35 $ 0.01 $ — $ — $ 0.01 $0.36
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Three months ended June 30, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands, except per share amounts)
Revenue $640,994 $ 1,353 $ 1,542 $ 6,349 $ 9,244 $650,238
Cost of sales (1) 428,271 — 1,342 842 2,184 430,455
Gross profit 212,723 1,353 200 5,507 7,060 219,783
SG&A (2) 154,033 — — 5,507 5,507 159,540
Long-lived asset impairments 19,356 — — — — 19,356
Other income, net (486 ) — — — — (486 )
Operating income 39,820 1,353 200 — 1,553 41,373
Interest expense, net 16,067 — — — — 16,067
Income before income taxes 23,753 1,353 200 — 1,553 25,306
Income tax expense 8,092 497 73 — 570 8,662
Net income $15,661 $ 856 $ 127 $ — $ 983 $16,644
Earnings per share:
Basic $0.23 $ 0.01 $ — $ — $ 0.01 $0.24
Diluted $0.23 $ 0.01 $ — $ — $ 0.01 $0.24

Three months ended September 30, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands, except per share amounts)
Revenue $609,469 $ (360 ) $ (1,925 ) $ 5,769 $ 3,484 $612,953
Cost of sales (1) 412,663 — (1,681 ) 679 (1,002 ) 411,661
Gross profit 196,806 (360 ) (244 ) 5,090 4,486 201,292
SG&A (2) 150,961 — — 5,090 5,090 156,051
Gains on refranchising (230 ) 40 — — 40 (190 )
Long-lived asset impairments 3,861 — — — — 3,861
Other loss, net 1,769 — — — — 1,769
Operating income 40,445 (400 ) (244 ) — (644 ) 39,801
Interest expense, net 16,339 — — — — 16,339
Income before income taxes 24,106 (400 ) (244 ) — (644 ) 23,462
Income tax expense 2,643 (146 ) (91 ) — (237 ) 2,406
Net income $21,463 $ (254 ) $ (153 ) $ — $ (407 ) $21,056
Earnings per share:
Basic $0.31 $ — $ — $ — $ — $0.31
Diluted $0.31 $ — $ — $ — $ — $0.31

10

Edgar Filing: GNC HOLDINGS, INC. - Form 10-Q

18



Table of Contents

Three months ended December 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments As Revised

(in thousands, except per share amounts)
Revenue $557,737 $1,493 $ (1,672 ) $ 5,265 $ 5,086 $562,823
Cost of sales (1) 380,190 — (1,452 ) 600 (852 ) 379,338
Gross profit 177,547 1,493 (220 ) 4,665 5,938 183,485
SG&A (2) 137,986 — — 4,665 4,665 142,651
Long-lived asset impairments 434,577 — — — — 434,577
Other income, net (785 ) — — — — (785 )
Operating loss (394,231 ) 1,493 (220 ) — 1,273 (392,958 )
Interest expense, net 15,921 — — — — 15,921
Gain on convertible debt and debt
refinancing costs (10,996 ) — — — — (10,996 )

Loss before income taxes (399,156 ) 1,493 (220 ) — 1,273 (397,883 )
Income tax benefit (3) (189,331 ) 4,606 (452 ) — 4,154 (185,177 )
Net loss $(209,825) $(3,113 )$ 232 $ — $ (2,881 ) $(212,706)
Loss per share:
Basic $(2.99 ) $(0.04 )$ — $ — $ (0.04 ) $(3.03 )
Diluted $(2.99 ) $(0.04 )$ — $ — $ (0.04 ) $(3.03 )

Year ended December 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments As Revised

(in thousands, except per share amounts)
Revenue $2,453,038 $3,469 $ 1,031 $ 23,424 $ 27,924 $2,480,962
Cost of sales(1) 1,652,991 — 833 2,716 3,549 1,656,540
Gross profit 800,047 3,469 198 20,708 24,375 824,422
SG&A(2) 603,561 — — 20,708 20,708 624,269
Gains on refranchising (384 ) 70 — — 70 (314 )
Long-lived asset impairments 457,794 — — — — 457,794
Other income, net (511 ) — — — — (511 )
Operating loss (260,413 ) 3,399 198 — 3,597 (256,816 )
Interest expense, net 64,221 — — — — 64,221
Gain on convertible debt and debt
refinancing costs (10,996 ) — — — — (10,996 )

Loss before income taxes (313,638 ) 3,399 198 — 3,597 (310,041 )
Income tax benefit (3) (164,787 ) 5,307 (299 ) — 5,008 (159,779 )
Net loss $(148,851 ) $(1,908 )$ 497 $ — $ (1,411 ) $(150,262 )
Loss per share:
Basic $(2.16 ) $(0.03 )$ 0.01 $ — $ (0.02 ) $(2.18 )
Diluted $(2.16 ) $(0.03 )$ 0.01 $ — $ (0.02 ) $(2.18 )
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(1) Includes warehousing, distribution and occupancy.
(2) Defined as selling, general and administrative expense.
(3) Adjustments include $3.7 million non-cash tax expense related to the remeasurement of the applicable net deferred
tax assets in connection with the 2017 Tax Act.
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The impact of adoption of ASC 606 on the Company's reportable segments was as follows:
Three months ended March 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands)
Revenue:
U.S. and Canada $530,179 $ 401 $ — $ 6,041 $ 6,442 $536,621
International 39,417 334 — — 334 39,751
Manufacturing / Wholesale:
Intersegment revenues 61,298 — — — — 61,298
Third party 52,500 248 3,086 — 3,334 55,834
Subtotal Manufacturing / Wholesale 113,798 248 3,086 — 3,334 117,132
Total reportable segment revenues 683,394 983 3,086 6,041 10,110 693,504
Other 22,742 — — — — 22,742
Elimination of intersegment revenues (61,298 ) — — — — (61,298 )
Total revenue $644,838 $ 983 $ 3,086 $ 6,041 $ 10,110 $654,948
Operating income:
U.S. and Canada $50,119 $ 371 $ — $ — $ 371 $50,490
International 14,535 334 — — 334 14,869
Manufacturing / Wholesale 16,557 248 462 — 710 17,267
Total reportable segment operating income 81,211 953 462 — 1,415 82,626
Corporate costs (28,074 ) — — — — (28,074 )
Other 416 — — — — 416
Unallocated corporate and other (27,658 ) — — — (27,658 )
Total operating income $53,553 $ 953 $ 462 $ — $ 1,415 $54,968

Three months ended June 30, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands)
Revenue:
U.S. and Canada $520,804 $ 661 $ — $ 6,349 $ 7,010 $527,814
International 43,631 182 — — 182 43,813
Manufacturing / Wholesale:
Intersegment revenues 56,000 — — — — 56,000
Third party 53,945 510 1,542 — 2,052 55,997
Subtotal Manufacturing / Wholesale 109,945 510 1,542 — 2,052 111,997
Total reportable segment revenues 674,380 1,353 1,542 6,349 9,244 683,624
Other 22,614 — — — — 22,614
Elimination of intersegment revenues (56,000 ) — — — — (56,000 )
Total revenue $640,994 $ 1,353 $ 1,542 $ 6,349 $ 9,244 $650,238
Operating income:
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U.S. and Canada $51,829 $ 661 $ — $ — $ 661 $52,490
International 15,605 182 — — 182 15,787
Manufacturing / Wholesale 17,927 510 200 — 710 18,637
Total reportable segment operating income 85,361 1,353 200 — 1,553 86,914
Corporate costs (26,207 ) — — — — (26,207 )
Other (19,334 ) — — — — (19,334 )
Unallocated corporate and other (45,541 ) — — — — (45,541 )
Total operating income $39,820 $ 1,353 $ 200 $ — $ 1,553 $41,373
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Three months ended September 30, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments

As
Revised

(in thousands)
Revenue:
U.S. and Canada $486,282 $ 332 $ — $ 5,769 $ 6,101 $492,383
International 49,057 (599 ) — — (599 ) 48,458
Manufacturing / Wholesale:
Intersegment revenues 58,037 — — — — 58,037
Third party 53,304 (93 ) (1,925 ) — (2,018 ) 51,286
Subtotal Manufacturing / Wholesale 111,341 (93 ) (1,925 ) — (2,018 ) 109,323
Total reportable segment revenues 646,680 (360 ) (1,925 ) 5,769 3,484 650,164
Other 20,826 — — — — 20,826
Elimination of intersegment revenues (58,037 ) — — — — (58,037 )
Total revenue $609,469 $ (360 ) $ (1,925 ) $ 5,769 $ 3,484 $612,953
Operating income:
U.S. and Canada $31,572 $ 292 $ — $ — $ 292 $31,864
International 16,768 (599 ) — — (599 ) 16,169
Manufacturing / Wholesale 19,505 (93 ) (244 ) — (337 ) 19,168
Total reportable segment operating income 67,845 (400 ) (244 ) — (644 ) 67,201
Corporate costs (25,558 ) — — — — (25,558 )
Other (1,842 ) — — — — (1,842 )
Unallocated corporate and other (27,400 ) — — — — (27,400 )
Total operating income $40,445 $ (400 ) $ (244 ) $ — $ (644 ) $39,801

Three months ended December 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments As Revised

(in thousands)
Revenue:
U.S. and Canada $456,179 $ 669 $ — $ 5,265 $ 5,934 $462,113
International 45,254 502 — — 502 45,756
Manufacturing / Wholesale:
Intersegment revenues 56,160 — — — — 56,160
Third party 56,304 322 (1,672 ) — (1,350 ) 54,954
Subtotal Manufacturing / Wholesale 112,464 322 (1,672 ) — (1,350 ) 111,114
Total reportable segment revenues 613,897 1,493 (1,672 ) 5,265 5,086 618,983
Elimination of intersegment revenues (56,160 ) — — — — (56,160 )
Total revenue $557,737 $ 1,493 $ (1,672 ) $ 5,265 $ 5,086 $562,823
Operating loss:
U.S. and Canada $(379,616) $ 669 $ — $ — $ 669 $(378,947)
International 13,660 502 — — 502 14,162
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Manufacturing / Wholesale (5,999 ) 322 (220 ) — 102 (5,897 )
Total reportable segment operating loss (371,955 ) 1,493 (220 ) — 1,273 (370,682 )
Unallocated corporate costs (22,276 ) — — — — (22,276 )
Total operating loss $(394,231) $ 1,493 $ (220 ) $ — $ 1,273 $(392,958)
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Year ended December 31, 2017

As
Previously
Reported

Franchise
Fees

Specialty
Manufacturing

Cooperative
Advertising
and Other
Franchise
Support
Fees

Total
Adjustments As Revised

(in thousands)
Revenue:
U.S. and Canada $1,993,444 $ 2,063 $ — $ 23,424 $ 25,487 $2,018,931
International 177,359 419 — — 419 177,778
Manufacturing / Wholesale:
Intersegment revenues 231,495 — — — — 231,495
Third party 216,053 987 1,031 — 2,018 218,071
Subtotal Manufacturing / Wholesale 447,548 987 1,031 — 2,018 449,566
Total reportable segment revenues 2,618,351 3,469 1,031 23,424 27,924 2,646,275
Other 66,182 — — — — 66,182
Elimination of intersegment revenues (231,495 ) — — — — (231,495 )
Total revenue $2,453,038 $ 3,469 $ 1,031 $ 23,424 $ 27,924 $2,480,962
Operating loss:
U.S. and Canada $(246,097 ) $ 1,993 $ — $ — $ 1,993 $(244,104 )
International 60,568 419 — — 419 60,987
Manufacturing / Wholesale 47,990 987 198 — 1,185 49,175
Total reportable segment operating loss (137,539 ) 3,399 198 — 3,597 (133,942 )
Corporate costs (102,114 ) — — — — (102,114 )
Other (20,760 ) — — — — (20,760 )
Unallocated corporate and other (122,874 ) — — — — (122,874 )
Total operating loss $(260,413 ) $ 3,399 $ 198 $ — $ 3,597 $(256,816 )
Recently Issued Accounting Pronouncements
In February 2016, the FASB issued ASU 2016-02, which requires lessees to recognize a right-of-use asset and a lease
liability, initially measured at the present value of the lease payments for all leases with a term greater than 12 months.
This standard is effective for annual reporting periods, and interim periods therein, beginning after December 15, 2018
and is required to be applied using a modified retrospective approach for all leases existing at, or entered into after, the
beginning of the earliest comparative period presented. The Company has a significant number of leases, and as a
result, expects this guidance to have a material impact on its Consolidated Balance Sheet, the impact of which is
currently being evaluated.
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NOTE 3.  REVENUE  
Revenue is recognized when obligations under the terms of a contract with the customer are satisfied; generally, this
occurs with the transfer of control of products or services. The Company satisfies performance obligations either over
time or at a point in time as discussed in further detail below. Revenue is measured as the amount of consideration
expected to be received in exchange for transferring goods or providing services. Applicable sales tax collected
concurrent with revenue-producing activities are excluded from revenue.
U.S. and Canada Revenue
The following is a summary of revenue disaggregated by major source in the U.S. and Canada segment:

Three months ended
March 31,
2018 2017

U.S. company-owned product sales: (1) (in thousands)
   Protein $87,670 $92,263
   Performance supplements 75,616 73,308
   Weight management 39,787 40,517
   Vitamins 50,371 51,236
   Herbs / Greens 16,158 15,717
   Wellness 47,701 48,421
   Health / Beauty 48,054 48,710
   Food / Drink 25,360 24,122
   General merchandise 7,062 7,864
Total U.S. company-owned product sales $397,779 $402,158
Wholesale sales to franchisees 57,160 64,281
Royalties and franchise fees 8,748 9,331
Sublease income 11,765 12,596
Cooperative advertising and other franchise support fees 5,533 6,041
Gold Card revenue recognized in U.S.(2) — 24,399
Other (3) 31,429 17,815
Total U.S. and Canada revenue $512,414 $536,621
(1)Includes GNC.com sales.

(2)
The Gold Card Member Pricing program in the U.S. was discontinued in December 2016 in connection with the
launch of the One New GNC which resulted in $24.4 million of deferred Gold Card revenue being recognized in
the first quarter of 2017, net of $1.4 million in applicable coupon redemptions.

(3)Includes revenue primarily related to Canada operations and loyalty programs, myGNC Rewards and PRO Access.
The increase primarily relates to the Company's loyalty programs.

International Revenues
The following is a summary of the revenue disaggregated by major source in the International reportable segment:

Three months
ended March 31,
2018 2017
(in thousands)

Wholesale sales to franchisees $21,760 $25,556
Royalties and franchise fees 6,621 6,571
Other (*) 11,684 7,624
Total International revenue $40,065 $39,751
(*) Includes revenue primarily related to China operations and company-owned stores located in Ireland.
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Manufacturing / Wholesale Revenue
The following is a summary of the revenue disaggregated by major source in the Manufacturing / Wholesale
reportable segment:

Three months ended
March 31,
2018 2017
(in thousands)

Third-party contract manufacturing $32,722 $33,742
Intersegment sales 64,663 61,298
Wholesale partner sales 22,332 22,092
Total Manufacturing / Wholesale revenue $119,717 $117,132
Revenue by Geography
The following is a summary of the revenue by geography.

Three months ended
March 31,
2018 2017

Total revenues by geographic areas: (in thousands)
United States $572,231 $621,023
Foreign 35,302 33,925
Total revenues $607,533 $654,948
Revenue Recognition Policies
Within the U.S. and Canada segment, retail sales in company-owned stores are recognized at the point of sale.
Revenue related to e-commerce sales is recognized upon shipment based on meeting the transfer of control criteria.
The Company has made a policy election to treat shipping and handling as costs to fulfill the contract, and as a result,
any fees received from customers are included in the transaction price allocated to the performance obligation of
providing goods with a corresponding amount accrued within cost of sales for amounts paid to applicable carriers.
Taxes collected from customers relating to product sales and remitted to governmental authorities are excluded from
revenue. A provision for anticipated returns is recorded through a reduction of sales and cost of sales (for product that
can be resold or returned to vendors) in the period that the related sales are recorded.
Effective with the launch of the One New GNC on December 29, 2016, the Company introduced myGNC Rewards, a
free points-based loyalty program while discontinuing its Gold Card Member Pricing program system-wide in the
U.S. The loyalty program enables customers to earn points based on their purchases. Points earned by members are
valid for one year and may be redeemed for cash discounts on any product the Company sells at both company-owned
or franchise locations. The Company defers the estimated standalone selling price of points related to this program as
a reduction to revenue as points are earned by allocating a portion of the transaction price the customer pays to a
loyalty program liability within deferred revenue and other current liabilities on the Consolidated Balance Sheet. The
estimated selling price of each point is based on the estimated value of product for which the point is expected to be
redeemed, net of points not expected to be redeemed, based on historical redemption rates. When a customer redeems
earned points, revenue is recognized with a corresponding reduction to the program liability.
Also effective with the launch of the One New GNC, the Company began offering a paid membership program, PRO
Access, for $39.99 per year, which provides members with the delivery of sample boxes throughout the membership
year, as well as the offering of certain other benefits including the opportunity to earn triple points on a periodic basis.
The boxes include sample merchandise and other materials. The Company allocates the transaction price of the
membership to the sample boxes and other benefits based on estimated relative stand-alone prices. The membership
price paid is recorded within deferred revenue and other current liabilities on the Consolidated Balance Sheet and
recognized as revenue as the underlying performance obligations are satisfied.

16

Edgar Filing: GNC HOLDINGS, INC. - Form 10-Q

27



Table of Contents

Revenue from gift cards is recognized when the gift card is redeemed. Gift cards do not have expiration dates and are
not required to be escheated to government authorities. Utilizing historical redemption rates, the Company recognizes
revenue for amounts not expected to be redeemed proportionately as other gift card balances are redeemed.
Revenues from domestic and international franchisees include wholesale product sales, franchise fees and royalties, as
well as cooperative advertising and other franchise support fees specific to domestic franchisees. Revenues are
recorded within the U.S. and Canada segment for domestic franchisees and the International segment for international
franchisees. The Company's franchisees purchase a significant amount of the products they sell in their retail stores
from the Company at wholesale prices. Revenue on product sales to franchisees and other franchise support fees
(including construction, equipment and other administrative fees) are recognized upon transfer of control to the
franchisee, net of estimated returns and allowances. Franchise license fees, royalties and continuing services, such as
cooperative advertising, are not separate and distinct performance obligations as they are highly dependent on each
other in supporting the overall brand. Franchise fees for the license are paid in advance, and are deferred and
recognized over the applicable license term as the Company satisfies the performance obligation of granting the
customer access to the rights of the Company’s intellectual property. Franchise royalties and cooperative advertising
contributions are variable consideration based on a percentage of the franchisees' retail sales, which are recognized in
the period the franchisees' underlying sales occur, and are not included in the upfront transaction price for the overall
performance obligation relating to providing access to the Company's intellectual property.
The Manufacturing / Wholesale segment sells product to the Company's other segments, which is eliminated in
consolidation, and third-party customers. Revenue is recognized over time, net of estimated returns and allowances, as
manufacturing occurs if the customized goods have no alternative use (specially made for the end customer) and the
Company has an enforceable right to payment for performance completed to date (even if such right is not enforced in
practice). The selection of the method to measure progress towards completion requires judgment and is based on the
nature of the products or services to be provided. The Company uses the cost-to-cost measure of progress for its
contracts because it best depicts the transfer of control to the customer which occurs as the Company incurs costs on
its contracts. Under the cost-to-cost measure of progress, the extent of progress towards completion is measured based
on the ratio of costs incurred to date to the total estimated costs at completion of the performance obligation.
Revenues, including estimated fees or profits, are recorded proportionally as costs are incurred. Costs to fulfill include
labor, materials, other direct costs and an allocation of indirect costs, which are recognized as cost of sales as revenue
is recognized. Services for specialty manufacturing contracts typically have an expected duration of less than one year.
Balances from Contracts with Customers
Contract assets relating to specialty manufacturing include amounts related to our contractual right to consideration
for completed performance obligations not yet invoiced, which are recognized along with the associated revenue and
were $26.7 million and $24.3 million at March 31, 2018 and December 31, 2017, respectively recorded within prepaid
and other current assets on the accompanying Consolidated Balance Sheets (with a corresponding reduction to
inventory at cost). Contract liabilities include payments received in advance of performance under the contract, and
are realized with the associated revenue recognized under the contract.
The following table presents changes in the Company’s contract liabilities during the three months ended March 31,
2018:

Balance
at
Beginning
of
Period

Additions Deductions

Balance
at the
End of
Period

(in thousands)
Deferred franchise and license fees $38,011 1,442 (2,557 ) $36,896
PRO Access and loyalty program points 24,464 17,149 (15,342 ) 26,271
Gift card liability 4,172 968 (2,499 ) 2,641
The Company's PRO Access and loyalty program points are recorded within deferred revenue and other current
liabilities on the Consolidated Balance Sheets. Deferred franchise and license fees are recorded within deferred
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revenue and other current liabilities and other long-term liabilities on the Consolidated Balance Sheets. As of March
31, 2018, the Company had deferred franchise fees with unsatisfied performance obligations extending throughout
2028 of $36.9 million, of which approximately $7.9 million is expected to be recognized over the next 12 months. The
Company has elected to use the practical expedient allowed under the rules of adoption to not disclose the duration of
the remaining unsatisfied performance obligations for contracts with an original expected length of one year or less.

17

Edgar Filing: GNC HOLDINGS, INC. - Form 10-Q

29



Table of Contents

NOTE 4.  INVENTORY
The net realizable value of inventory consisted of the following:

March
31, 2018

December
31, 2017
(*)

(in thousands)
Finished product ready for sale $449,540 $432,092
Work-in-process, bulk product and raw materials 55,037 51,225
Packaging supplies 3,391 2,415
Inventory $507,968 $485,732
(*) The balances as of December 31, 2017 have been revised in connection with the adoption of ASC 606 to include a
reduction to inventory as applicable custom manufacturing services are completed. Refer to Note 2, "Basis of
Presentation" for more information.
NOTE 5.  LONG-TERM DEBT / INTEREST EXPENSE
Long-term debt consisted of the following: 

March 31,
2018

December 31,
2017

(in thousands)
Tranche B-1 Term Loan (net of $0.1 million and $0.9 million discount) $150,630 $ 1,130,320
Tranche B-2 Term Loan (net of $30.8 million discount) 662,788 —
FILO Term Loan (net of $18.4 million discount) 256,634 —
Unpaid original issuance discount 19,587 —
Revolving Credit Facility 17,500 —
Notes 169,833 167,988
Debt issuance costs (1,083 ) (1,285 )
Total debt 1,275,889 1,297,023
Less: current debt (213,111 ) —
Long-term debt $1,062,778 $ 1,297,023
Refinancing of Senior Credit Facility 
On February 28, 2018, the Company amended and restated its Senior Credit Facility (the “Amendment”, and the Senior
Credit Facility as so amended, the "Term Loan Agreement") formerly consisting of a $1,131.2 million term loan
facility due in March 2019 and a $300.0 million revolving credit facility that was scheduled to mature in September
2018. The Amendment included an extension of the maturity date for $704.3 million of the $1,131.2 million term loan
facility from March 2019 to March 2021 (the “Tranche B-2 Term Loan). However, if more than $50.0 million of the
Company's Notes have not been repaid, converted or effectively discharged prior to such date (“Existing Indenture
Discharge”), the maturity date becomes May 2020, subject to certain adjustments. The Amendment also terminated the
existing $300.0 million revolving credit facility.
After the effectiveness of the Amendment, the remaining term loan of $151.9 million continues to have a maturity
date of March 2019 (the "Tranche B-1 Term Loan"). The Tranche B-2 Term Loan requires annual aggregate principal
payments of at least $43 million and bears interest at a rate of LIBOR plus a margin of 8.75% per annum subject to
change under certain circumstances (with a minimum and maximum possible interest rate of LIBOR plus a margin of
8.25% and 9.25%, respectively, per annum). Payments and interest associated with the Tranche B-1 Term Loan are
consistent with past terms. The Term Loan Agreement is secured by a (i) first lien on certain assets of the Company
primarily consisting of capital stock issued by General Nutrition Centers, Inc. ("Centers") and its subsidiaries,
intellectual property and equipment (“Term Priority Collateral”) and (ii) second lien on certain assets of the Company
primarily consisting of inventory and accounts receivable (“ABL Priority Collateral”). The Term Loan Agreement is
guaranteed by all material, wholly-owned domestic subsidiaries of the Company (the “U.S. Guarantors”) and by General
Nutrition Centres Company, an unlimited liability company organized under the laws of Nova Scotia (together with
the U.S. Guarantors, the “Guarantors”).
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On February 28 2018, the Company also entered into a new asset-based credit agreement (the "ABL Credit
Agreement"), consisting of:
•a new $100 million asset-based Revolving Credit Facility (the "Revolving Credit Facility") with a maturity date of
August 2022 (which maturity date will become May 2020, subject to certain adjustments, if the Existing Indenture
Discharge has not occurred); and
•a $275.0 million asset-based Term Loan Facility advanced on a “first-in, last-out” basis (the "FILO Term Loan") with a
maturity date of December 2022 (which maturity date will become May 2020, subject to certain adjustments, if the
Existing Indenture Discharge has not occurred).    
There are no scheduled amortization payments associated with the FILO Term Loan, which bears interest at a rate of
LIBOR plus a margin of 7.00% per annum subject to decrease under certain circumstances (with a minimum possible
interest rate of LIBOR plus a margin of 6.50% per annum). Outstanding borrowings under the Revolving Credit
Facility bear interest at a rate of LIBOR plus 1.75% (subject to an increase or decrease of 0.25% based on the amount
available to be drawn under the Revolving Credit Facility). The Company is also required to pay an annual fee to
revolving lenders equal to a maximum of 2.0% (subject to adjustment based on the amount available to be be drawn
under the Revolving Credit Facility) on outstanding letters of credit and an annual commitment fee of 0.375% on the
undrawn portion of the Revolving Credit Facility subject to an increase to 0.5% based on the amount available to
drawn under the Revolving Credit Facility. The FILO Term Loan and Revolving Credit Facility are secured by a (i)
first lien on ABL Priority Collateral and (ii) second lien on Term Priority Collateral. The FILO Term Loan and
Revolving Credit Facility are guaranteed by the Guarantors.
In connection with the debt refinancing, the Company recognized a loss of $16.7 million, which primarily includes
third-party fees relating to the Tranche B-2 Term Loan and the FILO Term Loan, the majority of which has been paid
and is presented as an operating outflow on the accompanying Consolidated Statement of Cash Flows. In addition, the
Company incurred $49.8 million consisting of an original issuance discount (“OID”) to the Tranche B-2 Term Loan and
the FILO Term Loan lenders, of which 2% or $19.6 million is due the earlier of March 2019 or the closing of the
Harbin transaction described in Note 18, “Subsequent Events” to the Company’s 2017 10-K. The OID together with $5.1
million in fees incurred relating to the Revolving Credit Facility (included within other long-term assets on the
Consolidated Balance Sheet) will be amortized through the applicable maturity dates as an increase to interest
expense. The $30.2 million portion of OID paid together with the Revolving Credit Facility fees resulted in $35.2
million presented as a financing outflow on the accompanying Consolidated Statement of Cash Flows. Included
within the current debt above is the Tranche B-1 Term Loan balance, scheduled amortization payments on the Tranche
B-2 Term Loan from March 31, 2018 through March 31, 2019 and the 2% OID that is due by March 2019.
Under the Company’s Term Loan Agreement and ABL Credit Agreement (collectively, the "Credit Facilities"), the
Company is required to make certain mandatory prepayments, including a requirement to prepay first the Tranche B-2
Term Loan (until repaid in full), second the FILO Term Loan (until repaid in full, but only if such prepayment is
permitted under the ABL Credit Agreement), and third the Tranche B-1 Term Loan, in each case annually with
amounts based on excess cash flow, as defined in the Company’s Credit Facilities, based on the results of the Company
for the prior fiscal year. The first such payment will be due with respect to the year ending December 31, 2018. The
payment will be 75% of excess cash flow for each such fiscal year, subject to a reduction to 50% based on the
attainment of a certain Consolidated Net First Lien Leverage Ratio, and will be reduced by certain scheduled debt
payment amounts. The Company expects this excess cash flow payment to be between $20 million and $30 million at
50% and $50 million and $60 million at 75% with respect to the year ending December 31, 2018, which is expected to
be paid in the first quarter of 2019. The proceeds from the Harbin transaction, if received and used to pay down the
debt prior to December 31, 2018, is expected to result in the Company's excess cash flow payment being at 50%.
At March 31, 2018, the interest rates under the Tranche B-1 Term Loan, Tranche B-2 Term Loan, and the FILO Term
Loan were 4.3%, 10.6% and 8.9%, respectively. At December 31, 2017, the interest rate under the Tranche B-1 Term
Loan was 4.1%. The Revolving Credit Facility had a weighted average interest rate of 3.6% at March 31, 2018. At
March 31, 2018, the Company had $72.3 million available under the Revolving Credit Facility, after giving effect to
$17.5 million in borrowings and $10.2 million utilized to secure letters of credit.
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The Company’s Credit Facilities contain customary covenants, including limitations on the ability of GNC
Corporation, Centers, and Centers' subsidiaries to, among other things, incur debt, grant liens on their assets, enter into
mergers or liquidations, sell assets, make investments or acquisitions, make optional payments in respect of, or
modify, certain other debt instruments, pay dividends or other payments on capital stock, or enter into arrangements
that restrict their ability to pay dividends or grant liens. In addition, the Term Loan Agreement requires compliance, as
of the end of each fiscal quarter of the Company, with a maximum Consolidated Net First Lien Leverage Ratio
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initially set at 5.50 to 1.00 through December 31, 2018 and decreasing to 5.00 to 1.00 from March 31, 2019 to
December 31, 2019 and 4.25 to 1.00 thereafter. Depending on the amount available to be drawn under the Revolving
Credit Facility, the ABL Credit Agreement requires compliance as of the end of each fiscal quarter of the Company
with a minimum Fixed Charge Coverage Ratio of 1.00 to 1.00. The Company is currently in compliance, and expects
to remain in compliance over the next twelve months, with the terms of its Credit Facilities.
Convertible Debt
The Company maintains a $188.6 million principal amount of 1.5% convertible senior notes due in 2020 (the
"Notes"). The Notes consist of the following components:

March 31,
2018

December
31, 2017

(in thousands)
Liability component
Principal $188,565 $188,565
Conversion feature (16,455 ) (18,065 )
Discount related to debt issuance costs (2,277 ) (2,512 )
Net carrying amount $169,833 $167,988
Interest Expense
Interest expense consisted of the following:

Three months
ended March 31,
2018 2017
(in thousands)

Tranche B-1 Term Loan coupon $8,058 $9,518
Tranche B-2 Term Loan coupon 6,824 —
FILO Term Loan coupon 2,122 —
Revolving Credit Facility 132 —
Terminated revolving credit facility 316 1,289
Amortization of discount and debt issuance costs 1,755 625
Subtotal 19,207 11,432
Notes:
Coupon 707 1,078
Amortization of conversion feature 1,610 2,357
Amortization of discount and debt issuance costs 244 306
Total Notes 2,561 3,741
Other 5 721
Interest expense, net $21,773 $15,894
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NOTE 6.  FAIR VALUE MEASUREMENTS AND FINANCIAL INSTRUMENTS
Accounting Standards Codification 820, Fair Value Measurements and Disclosures defines fair value as a
market-based measurement that should be determined based on the assumptions that marketplace participants would
use in pricing an asset or liability. As a basis for considering such assumptions, the standard establishes a three-tier
fair value hierarchy which prioritizes the inputs used in measuring fair value as follows:
Level 1 — observable inputs such as quoted prices in active markets for identical assets and liabilities;
Level 2 — observable inputs such as quoted prices for similar assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in markets that are not active, other inputs that are observable, or can be
corroborated by observable market data; and
Level 3 — unobservable inputs for which there are little or no market data, which require the reporting entity to develop
its own assumptions.
The carrying amounts of cash and cash equivalents, receivables, accounts payable, accrued liabilities and the
Revolving Credit Facility approximate their respective fair values. Based on the interest rates currently available and
their underlying risk, the carrying value of franchise notes receivable recorded in other long-term assets approximates
its fair value.
The carrying values and estimated fair values of the term loans, net of discount, and Notes (net of the equity
component classified in stockholders' equity and discount) were as follows:

March 31, 2018 December 31, 2017
Carrying
Amount

Fair
Value

Carrying
Amount

Fair
Value

(in thousands)
Tranche B-1 Term Loan $150,630 $148,551 $1,130,320 $930,592
Tranche B-2 Term Loan 662,788 618,878 — —
FILO Term Loan 256,634 264,333 — —
Notes 169,833 124,891 167,988 85,044
The fair values of the term loans were determined using the instrument’s trading value in markets that are not active,
which are considered Level 2 inputs. The fair value of the Notes was determined based on quoted market prices and
bond terms and conditions, which are considered Level 2 inputs. 
NOTE 7.  CONTINGENCIES
The Company is engaged in various legal actions, claims and proceedings arising in the normal course of business,
including claims related to breach of contracts, product liability matters, intellectual property matters and
employment-related matters resulting from the Company's business activities.
The Company records accruals for outstanding legal matters when it believes it is probable that a loss will be incurred
and the amount of such loss can be reasonably estimated. The Company evaluates, on a quarterly basis, developments
in legal matters that could affect the amount of any accrual and developments that would make a loss contingency
both probable and reasonably estimable. If a loss contingency is not both probable and estimable, the Company does
not establish an accrued liability.
The Company's contingencies are subject to substantial uncertainties, including for each such contingency the
following, among other factors: (i) the procedural status of the case; (ii) whether the case has or may be certified as a
class action suit; (iii) the outcome of preliminary motions; (iv) the impact of discovery; (v) whether there are
significant factual issues to be determined or resolved; (vi) whether the proceedings involve a large number of parties
and/or parties and claims in multiple jurisdictions or jurisdictions in which the relevant laws are complex or unclear;
(vii) the extent of potential damages, which are often unspecified or indeterminate; and (viii) the status of settlement
discussions, if any, and the settlement posture of the parties. Consequently, except as otherwise noted below with
regard to a particular matter, the Company cannot predict with any reasonable certainty the timing or outcome of the
legal matters described below, and the Company is unable to estimate a possible loss or range of loss. If the Company
ultimately is required to make any payments in connection with an adverse outcome in any of the matters discussed
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below, it is possible that it could have a material adverse effect on the Company's business, financial condition, results
of operations or cash flows.
As a manufacturer and retailer of nutritional supplements and other consumer products that are ingested by consumers
or applied to their bodies, the Company has been and is currently subjected to various product liability claims.
Although the effects of these claims to date have not been material to the Company, it is possible that current and
future product liability claims could have a material adverse effect on its business or financial condition, results of
operations or cash flows. The Company currently maintains product liability insurance with a deductible/retention of
$4.0 million per claim with an aggregate cap on retained loss of $10.0 million per policy year. The Company typically
seeks and has obtained contractual indemnification from most parties that supply raw materials for its products or that
manufacture or market products it sells. The Company also typically seeks to be added, and has been added, as an
additional insured under most of such parties' insurance policies. However, any such indemnification or insurance is
limited by its terms and any such indemnification, as a practical matter, is limited to the creditworthiness of the
indemnifying party and its insurer, and the absence of significant defenses by the insurers. Consequently, the
Company may incur material product liability claims, which could increase its costs and adversely affect its
reputation, revenue and operating income.
Litigation
DMAA / Aegeline Claims.  Prior to December 2013, the Company sold products manufactured by third parties that
contained derivatives from geranium known as 1.3-dimethylpentylamine/ dimethylamylamine/
13-dimethylamylamine, or "DMAA," which were recalled from the Company's stores in November 2013, and/or
Aegeline, a compound extracted from bael trees. As of March 31, 2018, the Company was named in 29 personal
injury lawsuits involving products containing DMAA and/or Aegeline.
As a general matter, the proceedings associated with these personal injury cases, which generally seek indeterminate
money damages, are in the early stages, and any losses that may arise from these matters are not probable or
reasonably estimable at this time.
The Company is contractually entitled to indemnification by its third-party vendors with regard to these matters,
although the Company’s ability to obtain full recovery in respect of any such claims against it is dependent upon the
creditworthiness of the vendors and/or their insurance coverage and the absence of any significant defenses available
to its insurer.
California Wage and Break Claims. On February 29, 2012, former Senior Store Manager, Elizabeth Naranjo,
individually and on behalf of all others similarly situated, sued General Nutrition Corporation in the Superior Court of
the State of California for the County of Alameda. The complaint contains eight causes of action, alleging, among
other matters, meal, rest break and overtime violations for which indeterminate money damages for wages, penalties,
interest, and legal fees are sought. As of March 31, 2018, an immaterial liability has been accrued in the
accompanying financial statements. The Company intends to conduct further discovery and file a motion to decertify
the class action prior to trial. The hearing for this motion is scheduled for April 27, 2018.
Pennsylvania Fluctuating Workweek.  On September 18, 2013, Tawny Chevalier and Andrew Hiller commenced a
class action in the Court of Common Pleas of Allegheny County, Pennsylvania. Plaintiff asserted a claim against the
Company for a purported violation of the Pennsylvania Minimum Wage Act ("PMWA"), challenging the Company's
utilization of the "fluctuating workweek" method to calculate overtime compensation, on behalf of all employees who
worked for the Company in Pennsylvania and who were paid according to the fluctuating workweek method. In
October 2014, the Court entered an order holding that the use of the fluctuating workweek method violated the
PMWA. In September 2016, the Court entered judgment in favor of Plaintiffs and the class in an immaterial amount,
which has been recorded as a charge in the accompanying Consolidated Financial Statements. Plaintiffs subsequently
filed a petition for an award of attorney's fees, costs and incentive payment. The court awarded an immaterial amount
in legal fees. The Company appealed from the adverse judgment and the award of attorney's fees. On December 22,
2017, the Pennsylvania Superior Court held that the Company correctly determined the "regular rate" by dividing
weekly compensation by all hours worked (rather than 40), but held that the regular rate must be multiplied by 1.5
(rather than 0.5) to determine the amount of overtime owed. Taking accumulated interest into account, the net result of
the Superior Court's decision was to reduce the Company's liability by an immaterial amount, which has been
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reflected in the accompanying Consolidated Financial Statements. The Company filed a petition for appeal to the
Pennsylvania Supreme Court on January 22, 2018.
Jason Olive v. General Nutrition Corp. In April 2012, Jason Olive filed a complaint in the Superior Court of
California, County of Los Angeles, for misappropriation of likeness in which he alleges that the Company continued
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to use his image in stores after the expiration of the license to do so in violation of common law and California
statutes. Mr. Olive is seeking compensatory, punitive and statutory damages and attorneys’ fees and costs. The trial in
this matter began on July 20, 2016 and concluded on August 8, 2016. The jury awarded plaintiff immaterial amounts
for actual damages and emotional distress damages, which are accrued in the accompanying Consolidated Financial
Statements. The jury refused to award plaintiff any of the profits he sought to disgorge, or punitive damages. The
court entered judgment in the case on October 14, 2016. In addition to the verdict, the Company and Mr. Olive sought
attorneys' fees and other costs from the Court. The Court refused to award attorney's fees to either side but awarded
plaintiff an immaterial amount for costs. Plaintiff has appealed the judgment, and separately, the order denying
attorney's fees. The Company has cross-appealed the judgment and the Court's denial of attorney fees. The appeals are
currently pending.
Oregon Attorney General.  On October 22, 2015, the Attorney General for the State of Oregon sued GNC in
Multnomah County Circuit Court for alleged violations of Oregon’s Unlawful Trade Practices Act, in connection with
its sale in Oregon of certain third-party products. The Company is vigorously defending itself against these
allegations. Along with its Amended Answer and Affirmative Defenses, the Company filed a counterclaim for
declaratory relief, asking the court to make certain rulings in favor of the Company, and adding USPlabs, LLC and SK
Laboratories as counterclaim defendants.  In March 2018, the Oregon Attorney General filed a motion for summary
judgment relating to its first claim for relief, which the Company is contesting.  In April 2018, USPlabs, LLC filed a
motion to stay the proceeding pending its criminal trial in the Northern District of Texas.  Both motions are pending.
 The parties are in the process of exchanging discovery.  The trial date is currently set for October 2018.
    As any losses that may arise from this matter are not probable or reasonably estimable at this time, no liability has
been accrued in the accompanying Consolidated Financial Statements. Moreover, the Company does not anticipate
that any such losses are likely to have a material impact on the Company, its business or results of operations. The
Company is contractually entitled to indemnification and defense by its third-party vendors. Ultimately, however, the
Company's ability to obtain full recovery in respect of any such claims against it is dependent upon the
creditworthiness of its vendors and/or their insurance coverage and the absence of any significant defenses available to
their insurers.
Holland and Barrett License Litigation. On September 18, 2014, the Company's wholly-owned affiliate General
Nutrition Investment Company ("GNIC") commenced proceedings in the U.K. High Court to determine if the license
agreement from March 2003 between GNIC and Holland & Barrett International Ltd and Health and Diet Centers Ltd.
(“Defendants”) was validly terminated. GNIC alleged that termination of the entire agreement was warranted due to
several material breaches by Defendants, and that the agreement should be terminated related to five licensed GNC
trademarks for lack of use for more than five years. On April 7, 2017, the Court issued its judgment that found that
GNIC's notice of termination was invalid and while there were several breaches of the agreement, none were
sufficiently material to justify termination. Under U.K. procedural rules, GNIC is required to pay some portion of
Defendant’s legal costs. As a result, the Company recorded a charge of $2.1 million in the first quarter of 2017 and
subsequently reached an agreement with the Defendants in relation to costs. The Defendants appealed part of the
Court's judgment concerning findings in relation to the licensed GNIC trademarks, and that appeal will be heard the
U.K.'s Court of Appeal in June 2018.
E-Commerce Pricing Matters.  In April 2016, Jenna Kaskorkis, et al. filed a complaint against General Nutrition
Centers, Inc. followed by similar cases brought forth by Ashley Gennock in May 2016 and Kenneth Harrison in
December 2016.  Plaintiffs allege that the Company's promotional pricing on its website was misleading and did not
fairly represent promotions based on average retail prices over a trended period of time being consistent with prices
advertised as promotional.  The Company attended a mediation with counsel for all plaintiffs and has reached a
tentative agreement in the third quarter of 2017 on many of the key terms of a settlement. The matters have been
effectively stayed while the parties remain in discussions. The Company currently expects any settlement to be in a
form that does not require the recording of a contingent liability, except an immaterial amount the Company has
accrued in the accompanying Consolidated Financial Statements.
Government Regulation
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In November 2013, the Company received a subpoena from the U.S. Department of Justice ("DOJ") for information
related to its investigation of a third party product vendor, USPlabs, LLC. The Company fully cooperated with the
investigation of the vendor and the related products, all of which were discontinued in 2013. In December 2016, the
Company reached agreement with the DOJ in connection with the Company's cooperation, which agreement
acknowledges the Company relied on the representations and written guarantees of USPlabs and the Company's
representation that it did not knowingly sell products not in compliance with the FDCA. Under the agreement, which
includes an immaterial payment to the federal government, the Company will take a number of actions to broaden
industry-wide knowledge of prohibited ingredients and improve compliance by vendors of third party products. These
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actions are in keeping with the leadership role the Company has taken in setting industry quality and compliance
standards, and the Company's commitment over the course of the agreement (60 months) to support a combination of
its and the industry's initiatives. Some of these actions include maintaining and continuously updating a list of
restricted ingredients that will be prohibited from inclusion in any products that are sold by the Company.  Vendors
selling products to the Company for the sale of such products by the Company will be required to warrant that the
products sold do not contain any of these restricted ingredients.  In addition, the Company will develop and maintain a
list of ingredients that the Company believes comply with the applicable provisions of the FDCA. 
Environmental Compliance
In March 2008, the South Carolina Department of Health and Environmental Control (the "DHEC") requested that the
Company investigate contamination associated with historical activities at its South Carolina facility. These
investigations have identified chlorinated solvent impacts in soils and groundwater that extend offsite from the
facility. The Company entered into a Voluntary Cleanup Contract with the DHEC regarding the matter on September
24, 2012. Pursuant to such contract, the Company has completed additional investigations with the DHEC's approval.
The Company installed and began operating a pilot vapor extraction system under a portion of the facility in the
second half of 2016, which was an immaterial cost to the Company, with DHEC's approval to assess the effectiveness
of such a remedial system. After an initial period of monitoring, in October of 2017, the DHEC approved a work plan
for extended monitoring of such system and the contamination into 2021. The Company will continue to consult with
the DHEC on the next steps in the work after their review of the results of the extended monitoring is complete. At
this stage of the investigation, however, it is not possible to estimate the timing and extent of any additional remedial
action that may be required, the ultimate cost of remediation, or the amount of the Company's potential liability.
Therefore, no liability has been recorded in the Company's Consolidated Financial Statements.
In addition to the foregoing, the Company is subject to numerous federal, state, local and foreign environmental and
health and safety laws and regulations governing its operations, including the handling, transportation and disposal of
the Company's non-hazardous and hazardous substances and wastes, as well as emissions and discharges from its
operations into the environment, including discharges to air, surface water and groundwater. Failure to comply with
such laws and regulations could result in costs for remedial actions, penalties or the imposition of other liabilities.
New laws, changes in existing laws or the interpretation thereof, or the development of new facts or changes in their
processes could also cause the Company to incur additional capital and operating expenditures to maintain compliance
with environmental laws and regulations and environmental permits. The Company is also subject to laws and
regulations that impose liability and cleanup responsibility for releases of hazardous substances into the environment
without regard to fault or knowledge about the condition or action causing the liability. Under certain of these laws
and regulations, such liabilities can be imposed for cleanup of previously owned or operated properties, or for
properties to which substances or wastes that were sent in connection with current or former operations at its facilities.
The presence of contamination from such substances or wastes could also adversely affect the Company's ability to
sell or lease its properties, or to use them as collateral for financing. From time to time, the Company has incurred
costs and obligations for correcting environmental and health and safety noncompliance matters and for remediation at
or relating to certain of the Company's properties or properties at which the Company's waste has been disposed.
However, compliance with the provisions of national, state and local environmental laws and regulations has not had a
material effect upon the Company's capital expenditures, earnings, financial position, liquidity or competitive position.
The Company believes it has complied with, and is currently complying with, its environmental obligations pursuant
to environmental and health and safety laws and regulations and that any liabilities for noncompliance will not have a
material adverse effect on its business, financial performance or cash flows. However, it is difficult to predict future
liabilities and obligations, which could be material.
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NOTE 8. EARNINGS PER SHARE
The following table represents the Company's basic and dilutive weighted-average shares:

Three months
ended March
31,
2018 2017
(in thousands)

Basic weighted average shares 83,232 68,246
Effect of dilutive stock-based compensation awards 136 54
Diluted weighted average shares 83,368 68,300
The following awards were not included in the computation of diluted EPS because the impact of applying the
treasury stock method was antidilutive or because certain conditions have not been met with respect to the Company's
performance awards.

Three
months
ended
March 31,
2018 2017
(in
thousands)

Antidilutive:
Time-based options and restricted stock awards 3,206 1,615
Performance-based restricted stock awards 536 —
Contingently issuable:
Performance-based restricted stock awards — 77
Performance-based restricted stock awards with a market condition 315 462
Total stock-based awards excluded from diluted EPS 4,057 2,154
The Company has applied the if-converted method to calculate dilution on the Notes in the current quarter, which has
resulted in all 2.9 million underlying convertible shares being anti-dilutive.
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NOTE 9.  SEGMENTS
The Company aggregates its operating segments into three reportable segments, U.S. and Canada, International and
Manufacturing / Wholesale. The Company fully allocates warehousing and distribution costs to its reportable
segments. The Company's chief operating decision maker evaluates segment operating results based primarily on
performance indicators, including revenue and operating income. Operating income of each reportable segment
excludes certain items that are managed at the consolidated level, such as corporate costs. The Manufacturing /
Wholesale segment manufactures and sells product to the U.S. and Canada and International segments at cost with a
markup, which is eliminated at consolidation. In connection with the asset sale of Lucky Vitamin on September 30,
2017, their results are now included within Other for applicable prior periods to ensure comparability.
The following table represents key financial information for each of the Company's reportable segments:

Three months ended
March 31,
2018 2017
(in thousands)

Revenue:
U.S. and Canada $512,414 $536,621
International 40,065 39,751
Manufacturing / Wholesale:
Intersegment revenues 64,663 61,298
Third party 55,054 55,834
Subtotal Manufacturing / Wholesale 119,717 117,132
Total reportable segment revenues 672,196 693,504
Other — 22,742
Elimination of intersegment revenues (64,663 ) (61,298 )
Total revenue $607,533 $654,948
Operating income:
U.S. and Canada $43,490 $50,490
International 14,464 14,869
Manufacturing / Wholesale 14,964 17,267
Total reportable segment operating income 72,918 82,626
Corporate costs (26,479 ) (28,074 )
Other (50 ) 416
Unallocated corporate costs and other (26,529 ) (27,658 )
Total operating income 46,389 54,968
Interest expense, net 21,773 15,894
Loss on debt refinancing 16,740 —
Income before income taxes $7,876 $39,074

Refer to Note 3, "Revenue," for more information on the Company's reportable segments.
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NOTE 10.  INCOME TAXES
The Company recognized $1.7 million of income tax expense (or 21.4% of pre-tax income) during the three months
ended March 31, 2018 compared with $14.3 million (or 36.7% of pre-tax income) in the prior year quarter. The
Company's tax rate is based on income, statutory tax rates and tax planning opportunities available in the jurisdictions
in which it operates. The reduction to the tax rate was primarily driven by Tax Reform legislation, enacted on
December 22, 2017, known as The Tax Cuts and Jobs Act of 2017 (“2017 Tax Act”).  The 2017 Tax Act resulted in
significant changes to the Internal Revenue Code, including a reduction in the corporate tax rate from 35% to 21%,
which was effective for tax years beginning after December 31, 2017. 
At March 31, 2018 and December 31, 2017, the Company had $5.5 million and $5.8 million of unrecognized tax
benefits, respectively, excluding interest and penalties, which if recognized, would affect the effective tax rate. The
Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense. The
Company accrued $1.9 million at March 31, 2018 and December 31, 2017, for potential interest and penalties
associated with uncertain tax positions. To the extent interest and penalties are not assessed with respect to the
ultimate settlement of uncertain tax positions, amounts previously accrued will be reversed as a reduction to income
tax expense.
On December 22, 2017, Staff Accounting Bulletin No. 118 was issued to address the application of GAAP in
situations when a registrant does not have the necessary information available, prepared, or analyzed (including
computations) in reasonable detail to complete the accounting for certain income tax effects of the 2017 Tax Act. The
Consolidated Financial Statements for the year ended December 31, 2017 included an immaterial provisional tax
impact related to deemed repatriated earnings. The ultimate impact may differ from these provisional amounts, due to,
among other things, additional analysis, changes in interpretations and assumptions the Company has made and
additional regulatory guidance that may be issued. Any subsequent adjustment will be recorded to current tax expense
in the quarter of 2018 when the analysis is complete. 
GNC Holdings, Inc. files a consolidated federal tax return and various consolidated and separate tax returns as
prescribed by the tax laws of the state, local and international jurisdictions in which it and its subsidiaries operate. The
statutes of limitation for the Company’s U.S. federal income tax returns are closed for years through 2013. The
Company has various state and local jurisdiction tax years open to examination (the earliest open period is generally
2011).
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Item 2.   Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be
read in conjunction with Item 1, “Financial Statements” of this Quarterly Report on Form 10-Q. The following
information presented for the three months ended March 31, 2018 and 2017 was prepared by management, is
unaudited, and was derived from our unaudited consolidated financial statements and accompanying notes. In the
opinion of management, all adjustments necessary for a fair statement of our financial position and operating results
for such periods and as of such dates have been included.

Forward-Looking Statements
This Quarterly Report on Form 10-Q and any documents incorporated by reference herein or therein include
forward-looking statements within the meaning of federal securities laws. Forward-looking statements include
statements that may relate to our plans, objectives, goals, strategies, future events, future revenues or performance,
capital expenditures, financing needs and other information that is not historical information. Forward-looking
statements can often be identified by the use of terminology such as “subject to,” “believe,” “anticipate,” “plan,” “potential,”
“predict,” “expect,” “intend,” “estimate,” “project,” “may,” “will,” “should,” “would,” “continue,” “seek,” “could,” “can,” “think,” the negatives
thereof, variations thereon and similar expressions, or by discussions of strategy.
All forward-looking statements, including, without limitation, our examination of historical operating trends, are
based upon our current expectations and various assumptions. We believe there is a reasonable basis for our
expectations and beliefs, but they are inherently uncertain. We may not realize our expectations, and our beliefs may
not prove correct. A detailed discussion of risk and uncertainties that could cause actual results and events to differ
materially from such forward-looking statements is included in the section titled “Risk Factors” in our 2017 10-K.
Consequently, forward-looking statements should be regarded solely as our current plans, estimates and beliefs. You
should not place undue reliance on forward-looking statements. We cannot guarantee future results, events, levels of
activity, performance or achievements. The forward-looking statements included in this Quarterly Report on
Form10-Q are made as of the date of this filing. We do not undertake and specifically decline any obligation to
update, republish or revise forward-looking statements to reflect future events or circumstances or to reflect the
occurrences of unanticipated events.
Business Overview
We are a global specialty retailer of health, wellness and performance products, including protein, performance
supplements, weight management supplements, vitamins, herbs and greens, wellness supplements, health and beauty,
food and drink and other general merchandise. We derive our revenues principally from: product sales through our
company-owned stores; the internet primarily through our websites, GNC.com and prior to the sale of its assets on
September 30, 2017, LuckyVitamin.com, as well as third-party websites; domestic and international franchise
activities; and sales of products manufactured in our facility to third parties. We sell products through a worldwide
network of approximately 8,900 locations operating under the GNC brand name.
We believe the competitive strengths that position us as a leader in the specialty nutritional supplement space include
our: well-recognized brand; stable base of long-term customers; geographically diverse store base; vertically
integrated operations and differentiated service model designed to enhance the customer experience.
Our Current Strategy 
In the first quarter of 2018, we extended our debt maturity and announced a partnership with Harbin Pharmaceutical
Group Co., Ltd., which includes the issuance of convertible preferred stock and a commercial joint venture in
China. The agreement, subject to closing conditions, will give us the financial flexibility to execute on our
strategic growth initiatives described below and gain share in the growing health and wellness industry.
•Proprietary products and innovation capabilities. We believe that product innovation is critical to our growth, brand
image superiority and competitive advantage. Through market research, interactions with customers and partnerships
with leading industry vendors, we work to identify shifting consumer trends that can inform our product development
process. We believe that our brand portfolio of proprietary products, which are available in our stores, on GNC.com,
on our market place on Amazon.com and other third-party websites, advances GNC's brand presence and our general

Edgar Filing: GNC HOLDINGS, INC. - Form 10-Q

45



reputation as a leading retailer of health and wellness products. GNC brand mix for domestic system-wide sales
increased to 50% in the first quarter of 2018 compared with 48% in the fourth quarter of 2017 and 43% in the first
quarter of 2017.
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Slimvance, our category defining weight loss product, has successfully attracted new customers, improved average
transaction amount and despite overall sales declines, increased our share of the U.S. weight management market.

•

Loyalty programs.  As of March 31, 2018, our loyalty membership increased 12.3% to 12.8 million members
compared with December 31, 2017. Included in our loyalty membership at March 31, 2018 are 935,000 members
enrolled in PRO Access, a 23.6 % increase compared with December 31, 2017. In 2018, we have refreshed the PRO
Access program with improved customer touch points, and are seeing increased member sign ups and renewals.   

•

Customer experience. Our goal is to create a consistent and satisfying experience for all our customers,
whether they find us in a retail store, online, or on a mobile device, and we are investing in omnichannel
capabilities and the in-store experience. Our store base is a competitive advantage over online-only competitors
especially as we continue to develop our associates to deliver thoughtful assistance and advice.

•

International. Our international business is a growth opportunity and we are focused on developing partnerships that
can grow our reach in attractive global markets.  In February 2018, we announced a partnership with Harbin
Pharmaceutical Group., Ltd.  This partnership will continue to strengthen our balance sheet and position us to fully
leverage the opportunity in China through Harbin’s extensive distribution, marketing and sales infrastructure. 
Key Performance Indicators
The primary key performance indicators that senior management focus on include revenue and operating income for
each segment, which are discussed in detail within "Results of Operations", as well as same store sales growth.
The table below presents the key components of U.S Company-owned same store sales:

Three months
ended March
31,
2018 2017

Contribution to same store sales
Domestic Retail same store sales (1.2)% (3.6)%
GNC.com contribution to same store sales 1.7  % (0.3)%
Total Same Store Sales 0.5  % (3.9)%
Same store sales for company-owned stores include point-of-sale retail sales from all domestic stores which have been
operating for twelve full months following the opening period. We are an omnichannel retailer with capabilities that
allow a customer to use more than one channel when making a purchase, including in-store and through e-commerce
channels, which include our wholly-owned website GNC.com and third-party websites, including Amazon (the sales
from which are included in the GNC.com business unit) where product assortment and price are controlled by us, and
the purchases from which are fulfilled by direct shipment to the customer from one of our distribution facilities as well
as third-party e-commerce vendors. In-store sales are reduced by sales originally consummated online or through
mobile devices and subsequently returned in-store. Sales of membership programs, including the new PRO Access
loyalty program and former Gold Card program, which is no longer offered in the U.S., as well as the net change in
the deferred points liability associated with the myGNC Rewards program, are excluded from same store sales.
Same store sales are calculated on a daily basis for each store and exclude the net sales of a store for any period if the
store was not open during the same period of the prior year. When a store’s square footage has been changed as a result
of reconfiguration or relocation in the same mall or shopping center, the store continues to be treated as a same store.
If, during the period presented, a store was closed, relocated to a different mall or shopping center, or converted to a
franchise store or a company-owned store, sales from that store up to and including the closing day or the day
immediately preceding the relocation or conversion are included as same store sales as long as the store was open
during the same period of the prior year. Corporate stores are included in same store sales after the thirteenth month
following a relocation or conversion to a company-owned store.
We also provide retail comparable same stores sales of our franchisees as well as our Canada business if meaningful
to current results. While retail sales of franchisees are not included in the Consolidated Financial Statements, the
metric serves as a key performance indicator of our franchisees, which ultimately impacts wholesale sales and
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royalties and fees received from franchisees. We compute same store sales for our franchisees and Canada business
consistent with the description of corporate same store sales above. Same store sales for international franchisees and
Canada exclude the impact of foreign exchange rate changes relative to the U.S. dollar.
Non-GAAP Measures
                We have included the year-over-year change in segment operating income as a percentage of revenue for
our U.S. and Canada segment below under "Results of Operations" adjusted to exclude certain prior year items
because we believe it represents an effective supplemental means by which to measure our segment’s operating
performance. We believe that this metric is useful to investors as it enables our management and our investors to
evaluate and compare our segment’s results from operations in a more meaningful and consistent manner by excluding
specific items that are not reflective of ongoing operating results. However, this metric is not a measurement of our
segment’s performance under GAAP and should not be considered as  an alternative to net income, operating income
or any other performance measures derived in accordance with GAAP, or as an alternative to GAAP cash flow from
operating activities, or as a measure of our profitability or liquidity.
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Results of Operations
(Calculated as a percentage of consolidated revenue unless indicated otherwise)

Three months
ended March 31,
2018 2017

Revenues:
U.S. and Canada 84.3  % 81.9  %
International 6.6  % 6.1  %
Manufacturing / Wholesale:
Intersegment revenues 10.6  % 9.4  %
Third party 9.1  % 8.5  %
Subtotal Manufacturing / Wholesale 19.7  % 17.9  %
Other —  % 3.5  %
Elimination of intersegment revenue (10.6 )% (9.4 )%
Total net revenues 100.0 % 100.0 %
Operating expenses:
Cost of sales, including warehousing, distribution and occupancy 65.9  % 66.4  %
Gross profit 34.1  % 33.6  %
Selling, general and administrative 26.5  % 25.3  %
Other income, net —  % (0.2 )%
Total operating expenses 92.4  % 91.5  %
Operating income:
U.S. and Canada (*) 8.5  % 9.4  %
International (*) 36.1  % 37.4  %
Manufacturing / Wholesale (*) 12.5  % 14.7  %
Unallocated corporate costs and other
Corporate costs (4.4 )% (4.3 )%
Other —  % 0.1  %
Subtotal unallocated corporate and other costs (4.4 )% (4.2 )%
Total operating income 7.7  % 8.4  %
Interest expense, net 3.6  % 2.4  %
Loss on debt refinancing 2.8  % —  %
Income before income taxes 1.3  % 6.0  %
Income tax expense 0.3  % 2.2  %
Net income 1.0  % 3.8  %

(*) Calculated as a percentage of segment revenue.
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The following table summarizes the number of our stores for the periods indicated:
Three months
ended March
31,
2018 2017

U.S. & Canada
Company-owned(a):
Beginning of period balance 3,423 3,513
Store openings 5 19
Acquired franchise stores(b) 6 12
Franchise conversions(c) — (1 )
Store closings (49 ) (44 )
End of period balance 3,385 3,499
Domestic Franchise:
Beginning of period balance 1,099 1,178
Store openings 5 6
Acquired franchise stores(b) (6 ) (12 )
Franchise conversions(c) — 1
Store closings (15 ) (9 )
End of period balance 1,083 1,164
International(d):
Beginning of period balance 2,015 1,973
Store openings 16 22
Store closings (22 ) (46 )
End of period balance 2,009 1,949
Store-within-a-store (Rite Aid):
Beginning of period balance 2,418 2,358
Store openings 16 16
Store closings (6 ) (3 )
End of period balance 2,428 2,371
Total Stores 8,905 8,983
_______________________________________________________________________________
(a) Includes Canada.
(b) Stores that were acquired from franchisees and subsequently converted into company-owned stores.
(c) Company-owned store locations sold to franchisees.
(d) Includes franchise locations in approximately 50 countries (including distribution centers where sales are made)
and company-owned stores located in Ireland and China.
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Comparison of the Three Months Ended March 31, 2018 (current quarter) and 2017 (prior year quarter)
Revenues 
Our consolidated net revenues decreased $47.4 million, or 7.2%, to $607.5 million for the three months ended
March 31, 2018 compared with $654.9 million for the same period in 2017. The decrease was primarily the result of
the sale of Lucky Vitamin on September 30, 2017, which resulted in a $22.7 million reduction to revenue, and the
termination of the U.S. Gold Card Member Pricing program in the prior year quarter, which resulted in a $23.0 million
decrease in revenue.
U.S. and Canada.  Revenues in our U.S. and Canada segment decreased $24.2 million, or 4.5%, to $512.4 million for
the three months ended March 31, 2018 compared with $536.6 million in the prior year quarter. The $24.2 million
decrease in revenue in the current quarter as compared with the prior year quarter was primarily due to the following:

•
A decrease of $23.0 million relating to the termination of the U.S. Gold Card Member Pricing program, which
resulted in the recognition of domestic Gold Card deferred revenue of $24.4 million, net of $1.4 million of applicable
coupon redemptions in the prior year quarter;

•
A decrease in domestic franchise revenue of $7.8 million to $76.7 million in the current quarter compared with $84.5
million in prior year quarter due to the impact of a decrease in retail same store sales of 1.9% and a decrease in the
number of franchise stores from 1,164 at March 31, 2017 to 1,083 at March 31, 2018; and

•The decrease in the number of corporate stores from 3,499 at March 31, 2017 to 3,385 at March 31, 2018 contributed
an approximate $7 million decrease to revenue.
Partially offsetting the above decreases in revenue was the following:
•An increase of $12.9 million related to our loyalty programs, PRO Access and myGNC Rewards; and

•

An increase in U.S. company-owned same store sales of 0.5%, which includes GNC.com sales, which resulted in a
$2.0 million increase to revenue. GNC.com contributed 1.7% to the increase in same store sales from increased sales
through Amazon. E-commerce sales were 7.1% of U.S. and Canada revenue in the current quarter compared with
5.3% in the prior year quarter. Same store sales for company-owned stores decreased 1.2% in the current quarter due
to lower sales in Protein, Vitamins, Weight Management Supplements, Health and Beauty and Wellness Supplement
categories, partially offset by higher sales in the Performance Supplements, Herbs/Greens and Food/Drink categories.
International.  Revenues in our International segment increased $0.3 million, or 0.8%, to $40.1 million in the current
quarter compared with $39.8 million in the prior year quarter. Revenues from our China business increased by $3.4
million in the current quarter compared with the prior year quarter due to higher cross-border e-commerce sales.
Revenue from our international franchisees decreased $3.6 million in the current quarter compared to the prior year
quarter with a decrease in retail same store sales of 2.8%.
Manufacturing / Wholesale. Revenues in our Manufacturing / Wholesale segment, excluding intersegment sales,
decreased $0.7 million, or 1.4%, to $55.1 million for the three months ended March 31, 2018 compared with $55.8
million in the prior year quarter. Third-party contract manufacturing sales decreased $0.9 million, or 3.0%, to $32.8
million for the three months ended March 31, 2018 compared with $33.7 million in the prior year quarter. Sales to our
wholesale partners increased $0.2 million, or 1.1% from $22.1 million in the prior year quarter to $22.3 million in the
current quarter. Intersegment sales increased $3.4 million from $61.3 million in the prior year quarter to $64.7 million
in the current quarter primarily reflecting our increasing focus on proprietary products.
Cost of Sales and Gross Profit
Cost of sales, which includes product costs, warehousing, distribution and occupancy costs decreased $34.4 million to
$400.7 million for the three months ended March 31, 2018 compared with $435.1 million in the prior year quarter.
Gross profit decreased $13.0 million from $219.9 million in the prior year quarter to $206.9 million in the current
quarter, and as a percentage of revenue, increased from 33.6% for the quarter ended March 31, 2017 to 34.1% in the
current quarter. The increase in gross profit rate was primarily due to a higher domestic retail product margin rate
reflecting a higher mix of proprietary sales which contribute higher margins relative to third-party sales, partially
offset by the comparative effect of the prior year quarter recognition of $23.0 million in net deferred Gold Card
revenue as explained above.
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Selling, General and Administrative (“SG&A”) Expense
SG&A expense, including compensation and related benefits, advertising and other expenses, decreased $5.3 million,
or 3.2%, from $166.0 million in the prior year quarter to $160.7 million in the current quarter. SG&A expense, as a
percentage of revenue, was 26.5% and 25.3% for the three months ended March 31, 2018 and 2017, respectively. The
decrease in SG&A expense was primarily due to a decrease in advertising of $5.9 million and the comparative effect
of the prior quarter $2.1 million legal charge related to the outcome of litigation we pursued of a potential breach
under our UK license agreement, partially offset by higher compensation and related benefits of $2.6 million.
The decrease in marketing expense in the current quarter was primarily due to the comparative effect of the prior year
quarter media campaign to support the One New GNC.
The increase in compensation and related benefits was primarily due to higher incentives, including the impact of a
retention program, and store commissions associated with a higher sales mix of proprietary product, partially offset by
the sale of Lucky Vitamin. The retention program was adopted in the first quarter of 2018 to retain senior executives
and certain other key personnel below the executive level who are critical to the execution and success of our strategy.
The total amount awarded was approximately $10 million, which vests in four installments of 25% each over the next
two years on the earlier of February 2019 or the closing of the Harbin transaction, February 2019, August 2019 and
February 2020.
Other Income, net
Other income, net, of $0.2 million in the current quarter includes foreign currency gains. Other income, net, of $1.1
million in the prior year quarter includes immaterial insurance and lease settlements as well as foreign currency gains
and a refranchising gain.
Operating Income
As a result of the foregoing, consolidated operating income decreased $8.6 million, or 15.6%, to $46.4 million for the
three months ended March 31, 2018 compared with $55.0 million in the prior year quarter. Operating income, as a
percentage of revenue, was 7.7% and 8.4% for the three months ended March 31, 2018 and 2017, respectively.
U.S. and Canada.  Operating income decreased $7.0 million to $43.5 million for the three months ended March 31,
2018 compared with $50.5 million for the same period in 2017. Operating income as a percentage of segment revenue
was 8.5% in the current quarter compared with 9.4% in the prior year quarter. Excluding the impact of the prior year
quarter recognition of deferred Gold Card revenue and the prior year quarter marketing costs in support of the One
New GNC media campaign as described above, operating income as a percentage of segment revenue increased 2.0%
due to higher sales mix of proprietary product.
International. Operating income decreased $0.4 million, or 2.7%, to $14.5 million for the three months ended
March 31, 2018 compared with $14.9 million in the prior year quarter. Operating income was 36.1% of segment
revenue in the current quarter compared with 37.4% in the prior year quarter. The decrease in operating income
percentage was primarily due to a higher mix of China sales, which contribute lower margins relative to franchise
sales.
Manufacturing / Wholesale. Operating income decreased $2.3 million, or 13.3%, to $15.0 million for the three months
ended March 31, 2018 compared with $17.3 million in the prior year quarter.  Operating income as a percentage of
segment revenue decreased from 14.7% in the prior year quarter to 12.5% in the current quarter primarily due to a
lower margin rate from third-party contract manufacturing.
Corporate costs. Corporate costs decreased $1.6 million to $26.5 million for the three months ended March 31, 2018
compared with $28.1 million in the prior year quarter primarily due to the comparative effect of the prior year quarter
$2.1 million legal charge related to a U.K. matter described in Item 1, "Financial Statements," Note 7,
"Contingencies," partially offset by higher incentives as explained above.
Interest Expense, net
Interest expense was $21.8 million in the three months ended March 31, 2018 compared with $15.9 million in the
three months ended March 31, 2017 primarily due to a higher interest rate on the Tranche B-2 Term Loan and the
FILO Term Loan in connection with the debt refinancing.
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Loss on Debt Refinancing
The refinancing of the Senior Credit Facility resulted in a loss of $16.7 million, which primarily includes third-party
fees relating to the Tranche B-2 Term Loan and the FILO Term Loan. Refer to Item 1, "Financial Statements," Note 5,
"Long-Term Debt / Interest Expense" for more information.
Income Tax Expense
We recognized $1.7 million of income tax expense (or 21.4% of pre-tax income) during the three months ended
March 31, 2018 compared with $14.3 million (or 36.7% of pre-tax income) for the same period in 2017. The decrease
in tax expense as a percentage of pre-tax income is primarily related to the recently enacted tax reform legislation on
December 22, 2017, The Tax Cuts and Jobs Act of 2017, which resulted in significant changes to the Internal Revenue
Code, including a reduction in the corporate tax rate from 35% to 21%, and is effective for tax years beginning after
December 31, 2017.
Net Income
As a result of the foregoing, consolidated net income decreased $18.5 million to $6.2 million for the three months
ended March 31, 2018 compared with $24.7 million for the same period in 2017.
Diluted Earnings Per Share
Diluted earnings per share decreased from $0.36 for the three months ended March 31, 2017 to $0.07 for the same
period in 2018 due to a decrease in net income and an increase in the weighted average diluted shares outstanding
resulting from the exchange of the Company's Notes on December 20, 2017 for an aggregate 14.6 million newly
issues shares of Class A common stock.
Liquidity and Capital Resources
Refer to Item 1, "Financial Statements," Note 5, "Long-Term Debt / Interest Expense" for a description of the
Amendment to our Senior Credit Facility and our new Term Loan Agreement and ABL Credit Agreement.
At March 31, 2018, we had $72.3 million available under the Revolving Credit Facility, after giving effect to $17.5
million of borrowings outstanding and $10.2 million utilized to secure letters of credit.  Our ability to make scheduled
payments of principal on, to pay interest on or to refinance our debt and to satisfy our other debt obligations will
depend on our future operating performance, which will be affected by general economic, financial and other factors
beyond our control. We expect to make an excess cash flow payment between $20 million and $30 million at 50% and
$50 million and $60 million at 75% with respect to the year ending December 31, 2018, which is expected to be paid
in the first quarter of 2019. The proceeds from the Harbin transaction, if received and used to pay down the debt prior
to December 31, 2018, is expected to result in the excess cash flow payment being at 50%.
We currently anticipate that cash generated from operations, together with amounts available under the Revolving
Credit Facility, will be sufficient to service our debt, meet our operating expenses and fund capital expenditures over
the next 12 months. We are currently in compliance with our debt covenant reporting and compliance obligations
under our Credit Facilities and expect to remain in compliance during 2018.
Cash Provided by Operating Activities
Cash provided by operating activities decreased by $21.0 million from $46.1 million for the three months ended
March 31, 2017 to $25.1 million for the three months ended March 31, 2018 primarily due to $15.8 million in fees
paid to third-parties in connection with the refinancing of our long-term debt.
Cash Used in Investing Activities
Cash used in investing activities was $3.4 million and $12.7 million for the three months ended March 31, 2018 and
2017, respectively, and includes capital expenditures of $3.7 million and $13.9 million.
We expect capital expenditures to be approximately $28 million in 2018, which includes investments for store
development, IT infrastructure and maintenance. We anticipate funding our 2018 capital requirements with cash flows
from operations and, if necessary, borrowings under the Revolving Credit Facility. 
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Cash Used in Financing Activities
For the three months ended March 31, 2018, cash used in financing activities was $32.0 million, primarily consisting
of $35.2 million in an OID paid to lenders and fees associated with our new Revolving Credit Facility associated with
the debt refinancing. In addition, we made $11.8 million in amortization payments on our term loan balances, partially
offset by net borrowings under the Revolving Credit Facility of $17.5 million. The OID owed on the new term loan
balances includes $19.6 million, which will be paid in the next 12 months and has been included in Item 1, "Financial
Statements," as a non-cash financing activity within the "Supplemental Cash Flow Information" of the Consolidated
Statements of Cash Flows.
For the three months ended March 31, 2017, cash used in financing activities was $28.4 million, primarily consisting
of net payments under the $300.0 million revolving credit facility, which was terminated in connection with the
Amendment to the Senior Credit Facility in February 2018.
Contractual Obligations
On February 28, 2018, we amended and restated our Senior Credit Facility formerly consisting of a $1,131.2 million
term loan facility due in March 2019 and a $300.0 million revolving credit facility that matured in September 2018.
The Amendment included an extension of the maturity date for $704.3 million of the $1,131.2 million term loan
facility from March 2019 to March 2021 (the "Tranche B-2 Term Loan"). However, if more than $50.0 million of the
Company's Notes have not been repaid, converted or effectively discharged prior to such date (“Existing Indenture
Discharge”), the maturity date becomes May 2020, subject to certain adjustments. The Amendment also terminated the
existing $300.0 million revolving credit facility.
After the effectiveness of the Amendment, the remaining term loan of $151.9 million continues to have a maturity
date of March 2019 (the "Tranche B-1 Term Loan"). The Amendment requires annual aggregate principal payments
of at least $43 million related to the Tranche B-2 Term Loan and bears interest at a rate of LIBOR plus a margin of
8.75% per annum subject to change under certain circumstances (with a minimum and maximum possible interest rate
of LIBOR plus a margin of 8.25% and 9.25%, respectively, per annum). Payments and interest associated with the
Tranche B-1 Term Loan are consistent with past terms.
On February 28 2018, we also entered into a new asset-based credit agreement, consisting of:
•a new $100 million asset-based Revolving Credit Facility with a maturity date of August 2022 (which maturity date
will become May 2020, subject to certain adjustments, if the Existing Indenture Discharge has not occurred); and
•a $275.0 million asset-based Term Loan Facility advanced on a “first-in, last-out” basis (the "FILO Term Loan") with a
maturity date of December 2022 (which maturity date will become May 2020, subject to certain adjustments, if the
Existing Indenture Discharge has not occurred).    
There are no scheduled amortization payments associated with the FILO Term Loan, which bears interest at a rate of
LIBOR plus a margin of 7.00% per annum subject to decrease under certain circumstances (with a minimum and
possible interest rate of LIBOR plus a margin of 6.50%, per annum).
During the three months ended March 31, 2018, net borrowings of $17.5 million were made on our Revolving Credit
Facility.
There have been no other material changes in our contractual obligations as disclosed in the 2017 10-K.
Critical Accounting Estimates
The Company adopted ASU 2014-09, Revenue from Contracts with Customers, during the first quarter of fiscal 2018
using the full retrospective method. Refer to Item 1, "Financial Statements,"Note 3, "Revenue" for more information.
There have been no other material changes to the application of critical accounting policies and significant judgments
and estimates since those disclosed in our 2017 10-K.
Recent Accounting Pronouncements
Refer to Item 1, "Financial Statements," Note 2, "Basis of Presentation."

Item 3.  Quantitative and Qualitative Disclosures about Market Risk
There have been no significant changes to our market risk since December 31, 2017. For a discussion of our exposure
to market risk, refer to Part II, Item 7A "Quantitative and Qualitative Disclosures About Market Risk" of our 2017
10-K.
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Item 4.  Controls and Procedures 
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer (“CEO”) and our Chief Financial Officer
("CFO"), has evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of the period
covered by this report. Disclosure controls and procedures are designed to provide reasonable assurance that the
information required to be disclosed in the reports that we file or submit under the Exchange Act has been
appropriately recorded, processed, summarized and reported on a timely basis and are effective in ensuring that such
information is accumulated and communicated to our management, including our CEO and CFO, as appropriate to
allow timely decisions regarding required disclosure. Based on such evaluation, our CEO and CFO have concluded
that, as of March 31, 2018, our disclosure controls and procedures are effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There have not been any changes in our internal controls over financial reporting (as defined in Rules 13a-15(f) and
15d-15(f)) that occurred during the last fiscal quarter, which have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.
PART II - OTHER INFORMATION 
Item 1.   Legal Proceedings
DMAA / Aegeline Claims. Prior to December 2013, we sold products manufactured by third parties that contained
derivatives from geranium known as 1.3-dimethylpentylamine/ dimethylamylamine/ 13-dimethylamylamine, or
"DMAA," which were recalled from our stores in November 2013, and/or Aegeline, a compound extracted from bael
trees. As of March 31, 2018 we were named in the following 29 personal injury lawsuits involving products
containing DMAA and/or Aegeline:

•Susan Straub individually and as Administratrix of the Estate of Shane Staub v. USPlabs, LLC and General Nutrition
Holdings, Inc, Common Pleas Court of Philadelphia County, Pennsylvania (Case No. 140502403), filed May 20, 2014

•Jeremy Reed, Timothy Anderson, Dan Anderson, Nadia Black, et al. v. USPlabs, LLC, et al., GNC, Superior Court
for California, County of San Diego (Case No. 37-2013-00074052-CU-PL-CTL), filed November 1, 2013

•Kenneth Waikiki v. USPlabs, LLC, Doyle, Geissler, USPlabs OxyElite, LLC, et al. and GNC Corporation, et al.,
United States District Court for the District of Hawaii (Case No. 3-00639 DMK), filed November 21, 2013

•Nicholas Akau v. USPlabs, LLC, GNC Corporation, et al., United States District Court for the District of Hawaii
(Case No. CV 14-00029), filed January 23, 2014

•Melissa Igafo v. USPlabs, LLC, GNC Corporation, et al., United States District Court for the District of Hawaii (Case
No. CV 14-00030), filed January 23, 2013

•Calvin Ishihara v. USPlabs, LLC, GNC Corporation, et al., United States District Court for the District of Hawaii
(Case No. CV 14-00031), filed January 23, 2014

•Gaye Anne Mattson v. USPlabs, LLC, GNC Corporation, et al., United States District for the District of Hawaii (Case
No. CV 14-00032), filed January 23, 2014

•Thomas Park v. GNC Holdings, Inc., USPlabs, LLC, Superior Court of California, County of San Diego (Case No.
37-2014-110924), filed September 8, 2014

•
Nicholas Olson, Adrian Chavez, Rebecca Fullerton, Robert Gunter, Davina Maes and Edwin Palm v. GNC
Corporation, USPlabs, LLC, Superior Court of California, County of Orange (Case No. 2014-00740258) filed August
18, 2014

•Mereane Carlisle, Charles Paio, Chanelle Valdez, Janice Favella and Christine Mariano v. USPlabs, LLC et al.,
United states District Court for the District of Hawaii (Case No. CV14-00029), filed January 23, 2014
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•
Nichole Davidson, William Dunlao, Gina Martin, Lee Ann Miranda, Yuka Colescott, Sherine Cortinas, and
Shawna Nishimoto v. GNC Corporation and USPlabs, LLC, United States District Court for the District of
Hawaii (Case No. 14-cv-00364) filed October 24, 2014

•
Rodney Ofisa, Christine Mosca, Margaret Kawamoto as guardian for Jane Kawamoto (a minor), Ginny Pia,
Kimberlynne Tom, Faituitasi Tuioti, Ireneo Rabang, and Tihane Laupola v. GNC Corporation and USPlabs, LLC,
United States District Court for the District of Hawaii (Case No. CV14-00365) filed October 24, 2014

•
Palani Pantohan, Deborah Cordiero, J. Royal Kanamu, Brent Pascula, Christie Shiroma, Justan Chun, Kasey Grace
and Adam Miyasato v. USPlabs, LLC. et al., United States District Court for the District of Hawaii (Case No.
CV14-00366) filed August 15, 2014

•

Keahi Pavao, Derek Kamiya, as personal representative of the Estate of Sonnette Marras, Gary Powell, on behalf of
and as conservator for M.P.C.F.S.M., a minor child, R.P.O.C.S.S.M., a minor child, M.P.C.I.H.S.M., a minor child,
M.K.C.S.M., a minor child, Michael Soriano, and Lance Taniguchi v. USPlabs, LLC, et al. United States District
Court for the District of Hawaii (Case No. 14-cv-00367) filed October 24, 2014

•Kai Wing Tsui and John McCutchen v. GNC Corporation, USPlabs, LLC, Superior Court of California, County of
Los Angeles (Case No. BC559542), filed October 6, 2014

•Cuong Bahn, Ismael Flores, Chue Xiong, Leilani Groden, Trudy Jenkins, and Mary Hess v. USPlabs, LLC et al.,
California Superior Court, Orange County (Case No. 30-2015-00776749), filed March 12, 2015

•Alexis Billones, Austin Ashworth, Karen Litre, Nancy Murray, Wendy Ortiz, Edward Pullen, and Corazon Vu v.
USPlabs, LLC et al., California Superior Court, Los Angeles County (Case No. BC575264), filed March 13, 2015

•
Asofiafia Morales, Richard Ownes, Lynn Campbell, Joseph Silzgy, Delphone Smith-Dean, Nicole Stroud, Barrett
Mincey and Amanda Otten v. USPlabs, LLC et al., California Superior Court, Los Angeles County (Case No.
BC575262), filed March 13, 2015

•
Laurie Nadura, Angela Abril-Guthmiller, Sarah Rogers, Jennifer Apes, Ellen Beedie, Edmundo Cruz, and Christopher
Almanza v. USPlabs, LLC et al., California Superior Court, Monterey County (Case No. M131321), filed March 13,
2015

•
Cynthia Novida, Demetrio Moreno, Mee Yang, Tiffone Parker, Christopher Tortal, David Patton and Raymond Riley
v. USPlabs, LLC et al., California Superior Court, San Diego County (Case No. 37-2015-00008404), filed March 13,
2015

•Johanna Stussy, Lai Uyeno, Gwenda Tuika-Reyes, Zeng Vang, Kevin Williams, and Kristy Williams v. USPlabs,
LLC, et al., California Superior Court, Santa Clara County (Case No. 115CV78045), filed March 13, 2015

•
Issam Tnaimou, Benita Rodriguez, Marcia Rouse, Marcel Macy, Joseph Worley, Joanne Zgrezepski, Crystal Franklin,
Deanne Fry, and Caron Jones, in her own right, o/b/h Joshua Jones and o/b/o The Estate of James Jones v. USPlabs,
LLC et al., California Superior Court, Monterey County (Case No. M131322), filed March 13, 2015
•Kuulei Hirota v. USPlabs, LLC et al., First Circuit Court, State of Hawaii (Case No. 15-1-0847-05), filed May 1, 2015

•Roel Vista v. USPlabs, LLC, GNC Corporation et al., California Superior Court, County of Santa Clara (Case No.
CV-14-0037), filed January 24, 2014

•Larry Tufts v. USPlabs, LLC, GNC Corporation et al., Court of Common Pleas for the County of Jasper, South
Carolina (Case No. 2016-CP-27-0257), filed June 16, 2016

•

Dominic Little, David Blake Allen, Jeff Ashworth, Naomi Book and Stanley Book as Conservators of the Estate of
Justin Book, Martin Sanchez, John Bainter, Rich Wolnik, Brian Norris, Joseph Childs, Jimi Hernandez and Novallie
Hill v. USPlabs, LLC, et al., California Superior Court, Los Angeles County (Case No. BC534065), filed January 23,
2014

•
David Ramirez, Michelle Sturgill, Joseph losefa, Yanira Bernal, Jacob Michels, Cynthia Gaona and Tamara Gandara
v. USPlabs, LLC, et al., California Superior Court Orange County (Case No. 30-2015-00783256-CU-PL-CXC), filed
April 16, 2015
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•Thad Estrada v. USPlabs, LLC, et al., United States District Court for the District of Hawaii (Case No.
CV-15-00228), filed June 17, 2016

•Calwin Williams v. USPlabs, LLC, et al., Circuit Court of Jackson County, State of Missouri at Independence (Case
No. 1716-CV-23399), filed September 28, 2017
The proceedings associated with the majority of these personal injury cases, which generally seek indeterminate
money damages, are in the early stages, and any liabilities that may arise from these matters are not probable or
reasonably estimable at this time.
We are contractually entitled to indemnification by our third-party vendor with regard to these matters, although our
ability to obtain full recovery in respect of any such claims against us is dependent upon the creditworthiness of our
vendor and/or its insurance coverage and the absence of any significant defenses available to its insurer.
Other Legal Proceedings.    For additional information regarding certain other legal proceedings to which we are a
party, see Item 1 "Financial Statements" Note 7, "Contingencies."
Item 1A.   Risk Factors
There have been no material changes to the disclosures relating to this item from those set forth in the 2017 10-K.
Item 2.   Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities
The following table sets forth information regarding Holdings’ purchases of shares of common stock during the quarter
ended March 31, 2018:

Period (1) Total Number of
Shares Purchased(2)

Average
Price Paid
per Share

Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs (3)

Dollar Value of
Shares that
May Yet Be Purchased
under the Plans or
Programs

January 1 to January 31, 2018 — $ — — $ 197,795,011
February 1 to February 28, 2018 1,738 $ 4.37 — $ 197,795,011
March 1 to March 31, 2018 921 $ 4.50 — $ 197,795,011
Total 2,659 $ 4.42 —

(1)Other than as set forth in the table above, we made no purchases of shares of Class A common stock for the quarter
ended March 31, 2018.

(2)Includes 2,659 shares withheld from employees to satisfy minimum tax withholding obligations associated with the
vesting

of restricted stock during the period.

(3)

In August 2015, the Board approved a $500.0 million multi-year repurchase program in addition to the $500.0
million multi-year program approved in August 2014, bringing the aggregate share repurchase program to $1.0
billion of Holdings' common stock. Holdings has utilized $802.2 million of the current repurchase program. As of
March 31, 2018, $197.8 million remains available for purchase under the program.

Item 3.   Defaults Upon Senior Securities
None.
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Item 4.   Mine Safety Disclosures
Not applicable. 
Item 5.  Other Information
None.
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Item 6.   Exhibits
Exhibit
No. Description
10.1* Form of Restricted Cash Agreement

10.2* Form of Performance-Vested Restricted Stock Unit Agreement pursuant to the GNC Holdings, Inc. 2015
Stock and Incentive Plan

10.3* Form of Retention Agreement

10.4
Securities Purchase Agreement, dated as of February 13, 2018, by and between GNC Holdings, Inc. and
Harbin Pharmaceutical Group Holdings Co., Ltd. (Incorporated herein by reference to Exhibit 10.1 of Form
8-K filed February 13, 2018 (File No. 001-35113))

10.5 First Amendment to ABL Credit Agreement (Incorporated herein by reference to Exhibit 99.1 of Form 8-K
filed March 21, 2018 (File No. 001-35113))

31.1* Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2* Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1* Certification of CEO and CFO Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

99.1 Transaction Term Sheets (Incorporated herein by reference to Exhibit 99.2 of Form 8-K filed February 13,
2018 (File No. 001-35113))

99.2 Lender Presentation (Incorporated herein by reference to Exhibit 99.1 of Form 8-K filed February 13, 2018
(File No. 001-35113))

99.3 Final Term Sheet (Incorporated herein by reference to Exhibit 99.1 of Form 8-K filed February 14, 2018
(File No. 001-35113))

99.4 Opinion of Valuation Research Corporation (Incorporated herein by reference to Annex I to Holdings'
Schedule 14A Definite Proxy Statement filed March 26, 2018 (File No. 001-35113))

101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase

* Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the persons undersigned thereunto duly authorized.

GNC HOLDINGS, INC.
(Registrant)

/s/ Tricia K. Tolivar
Date: April 26, 2018 Tricia K. Tolivar

Chief Financial Officer
(Principal Financial Officer)
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