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FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K (this "Annual Report") contains forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995 with respect to our financial condition, results of operations and
business. 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. Discussions containing such forward-looking statements may be found in Items 1, 2, 3, 7 and
7A hereof, as well as within this report generally. Forward-looking statements can often be identified by the use of
terminology such as "subject to," "believe," "anticipate,” "plan,” "expect," "intend," "estimate," "project," "may,"
"will," "should," "would," "could," "can," 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. Actual results could differ materially from those described or implied by such forward-looking
statements. The following uncertainties and factors, among others (including those set forth under "Risk Factors"),
could affect future performance and cause actual results to differ materially from those matters expressed in or implied
by forward-looking statements:

significant and growing competition in our industry;

unfavorable publicity or consumer perception of our industry or products, as well as general changes in consumer
behaviors and trends;

tncreases in the cost of borrowings and limitations on availability of additional debt or equity capital;

our debt levels and restrictions in our debt agreements;

tncurrence of material product liability and product recall costs;

{oss or retirement of key members of management;

costs of compliance or any failure on our part to comply with new and existing governmental regulations governing
our products, including, but not limited to, proposed dietary supplement legislation and regulations;

changes in our tax obligations;

costs of litigation or investigations involving our company and any failure to successfully defend lawsuits and other
claims against us;

failure of our franchisees to conduct their operations profitably and limitations on our ability to terminate or replace
under-performing franchisees;

economic, political and other risks associated with our international operations, including fluctuations in foreign
exchange rates relative to the U.S. dollar;

failure to keep pace with the demands of our customers for new products and services;

{imitations of or disruptions in our manufacturing system or losses of manufacturing certifications;

{imitations of or disruptions in our distribution network;

tack of long-term experience with human consumption of ingredients in some of our products;

tncreases in the frequency and severity of insurance claims, particularly claims for which we are self-insured;

failure to adequately protect or enforce our intellectual property rights against competitors;

changes in raw material costs and pricing of our products;

failure to successfully execute our growth strategy, including any delays in our planned future growth, any inability to
expand our franchise operations or attract new franchisees, any inability to expand our company-owned retail
operations, any inability to grow our international footprint, or any inability to expand our e-commerce business;
any failure by our current marketing initiatives to timely produce the results that we anticipate;

nn non non nn nn
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changes in applicable laws relating to our franchise operations;

damage or interruption to our information systems;

risks and costs associated with data loss, credit card fraud and identity theft;

tmpact of current economic conditions on our business;

uanusually adverse weather conditions;

natural disasters, pandemic outbreaks, boycotts, and geo-political events; and

failure to maintain effective internal controls.

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. 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.

Throughout this Annual Report, we use market data and industry forecasts and projections that were obtained from
surveys and studies conducted by third parties, including the Nutrition Business Journal, and from publicly available
industry and general publications. Although we believe that the sources are reliable, and that the information
contained in such surveys and studies conducted by third parties is accurate and reliable, we have not independently
verified the information contained therein. We note that estimates, in particular as they relate to general expectations
concerning our industry, involve risks and uncertainties and are subject to change based on various factors, including
those discussed under the heading "Risk Factors" in this Annual Report.
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PART 1

Item 1. BUSINESS.

GNC Holdings, Inc. ("Holdings") is headquartered in Pittsburgh, Pennsylvania and its common stock trades on the
New York Stock Exchange (the "NYSE") under the symbol "GNC." Based on our worldwide network of more than
8,900 locations and our online channels, we believe that we are the leading global specialty retailer of health, wellness
and performance products, including vitamins, minerals and herbal supplement products ("VMHS"), sports nutrition
products and diet products. Our diversified, multi-channel business model derives revenue from product sales through
company-owned retail stores, domestic and international franchise activities, third-party contract manufacturing,
e-commerce and corporate partnerships. We believe that the strength of our GNC brand, which is distinctively
associated with health and wellness, combined with our stores and online channels, gives us broad access to
consumers and uniquely positions us to benefit from the favorable trends driving growth in the nutritional
supplements industry and the broader health and wellness sector. Our broad and deep product mix, which is focused
on high-margin, premium, value-added nutritional products, is sold under our GNC proprietary brands, including
Mega Men®, Ultra Mega®, Total Lean™, Pro Performance® and Pro Performance® AMP, Beyond Raw®, GNC
Puredge™, GNC GenetixHD®, Herbal Plus®, and under nationally recognized third-party brands.

Based on the information we compiled from the public securities filings of our primary competitors, our network of
domestic retail locations is approximately ten times larger than the next largest United States specialty retailer of
nutritional supplements and provides a leading platform for our vendors to distribute their products to their target
consumers. Our close relationships with our vendor partners have enabled us to negotiate first-to-market
opportunities. In addition, our in-house product development capabilities enable us to offer our customers high-quality
proprietary merchandise that can only be purchased through our locations or through GNC.com. Because the
nutritional supplement consumer often requires knowledgeable customer service, we also differentiate ourselves from
mass and drug retailers with our well-trained sales associates who are aided by in-store technology. We believe that
our expansive retail network, differentiated merchandise offering and quality, engaged customer service result in a
unique shopping experience that is distinct from that of our competitors.

Our principal executive office is located at 300 Sixth Avenue, Pittsburgh, Pennsylvania 15222, and our telephone
number is (412) 288-4600. We maintain and make available on GNC.com, free of charge, our Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports as soon
as reasonably practical after we electronically file or furnish them to the United States Securities and Exchange
Commission (the "SEC"). In addition to GNC.com, our electronic SEC filings can be accessed from the SEC's internet
site at www.sec.gov.

In this Annual Report, unless the context requires otherwise, references to "we," "us," "our," "Company" or "GNC"
refer collectively to Holdings and its subsidiaries.

Corporate History

Our business was founded in 1935 by David Shakarian who opened our first health food store in Pittsburgh,
Pennsylvania. Since that time, the number of stores has continued to grow, and we began producing our own vitamin
and mineral supplements as well as foods, beverages and cosmetics. Holdings is a holding company and all of its
operations are conducted through its operating subsidiaries.

Our Growth Strategy

We plan to execute several strategies in the future to promote growth in revenue and operating income, and capture
market share, including:

Growing company-owned domestic retail earnings. We believe that growth in our domestic retail business will be
supported by continued same store sales growth and positive operating leverage. Our existing store base and the
supporting infrastructure enable us to convert a high percentage of our incremental sales volume into operating
income, providing the opportunity to further expand our company-owned retail operating income margin.

Growing company-owned domestic retail square footage. We believe that (i) the expansion of our store base will
allow us to increase our market share and our appeal to a wider range of consumers as we enter new markets and grow
within existing markets, and (ii) the United States market can support a significant number of additional GNC stores.
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Growing our international footprint. Our international business has been a key driver of growth in recent years. We
expect to continue capitalizing on international revenue growth opportunities through additions of franchise stores in
existing markets, expansion into new high growth markets and the growth of product distribution in both existing and

new markets.
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Expanding our e-commerce businesses. We believe that GNC.com, LuckyVitamin.com, and
DiscountSupplements.co.uk are well-positioned to continue capturing market share online, which represents one of
the fastest growing channels of distribution in the nutritional supplements industry. We intend to continue to
capitalize on the growth of our e-commerce businesses.

Further leveraging of the GNC brand. Our partnerships with Rite Aid, Sam's Club and PetSmart create additional
streams of revenue and expand our customer base by leveraging the GNC brand outside of our other distribution
channels.

Competitive Strengths

We believe that we are well-positioned to capitalize on favorable industry trends as a result of the following
competitive strengths:

Highly-valued and well-recognized brand. We believe our broad portfolio of proprietary products, which are
available in our locations or on GNC.com, advances GNC's brand presence and our general reputation as a leading
retailer of health and wellness products. We continue to modernize the GNC brand in an effort to further advance its
positioning.

Attractive, loyal customer base. Our large customer base includes approximately 7.1 million active Gold Card
members in the United States and Canada who account for over 80% of company-owned retail sales and spend
approximately two times more than other GNC customers. We believe that our customer base is attractive as our
shoppers tend to be gender balanced, relatively young, well-educated and affluent. Recent surveys, commissioned by
us, reflect a high satisfaction rate among our shoppers with respect to selection, product innovation, quality and
overall experience.

Commanding market position. Based on our broad global footprint of more than 8,900 locations in the United States
.and over 50 international countries (including distribution centers where retail sales are made), and on our
e-commerce channels, we believe that we are the leading global specialty retailer of health and wellness products
within a fragmented industry.

Unique product offerings and robust innovation capabilities. Product innovation is critical to our growth, brand image
superiority and competitive advantage. We have internal product development teams located in our corporate
headquarters in Pittsburgh, Pennsylvania and our manufacturing facility in Greenville, South Carolina, which
collaborate on the development and formulation of proprietary nutritional supplements with a focus on high growth
categories. We seek to maintain the pace of GNC's proprietary product innovation to stay ahead of our competitors
and provide consumers with unique reasons to shop at our stores. Our in-house product development teams and
vertically integrated infrastructure enable us to quickly take a concept for a new product from the idea stage, to
product development, to testing and trials and ultimately to the shelf to be sold to our customers.

Diversified business model. Our omni-channel approach is unlike many other specialty retailers as we derive
revenues across a number of distribution channels in multiple geographies, including retail sales from
company-owned retail stores (including 147 stores on United States military bases), retail sales from GNC.com,
LuckyVitamin.com, and DiscountSupplements.co.uk, royalties, wholesale sales and fees from both domestic and
international franchisees, revenue from third-party contract manufacturing, wholesale revenue and fees from our Rite
Aid store-within-a-store locations. Our business is further diversified by our broad merchandise assortment, providing
our customers with access to the GNC-branded customer experience wherever they desire. Our retail stores generally
offer over 1,800 SKUs across multiple product categories.

Vertically integrated operations that underpin our business strategy. To support our company-owned and franchise
store bases, we have developed sophisticated manufacturing, warehousing and distribution facilities, including a
.manufacturing facility in Greenville, South Carolina and distribution facilities in Leetsdale, Pennsylvania,
Whitestown, Indiana, Anderson, South Carolina, and Phoenix, Arizona. Our vertically integrated business model
allows us to control the production and timing of new product introductions, control costs, maintain high standards of
product quality, monitor delivery times, manage inventory levels and enhance profitability.

Differentiated service model that fosters an exceptional customer experience. We believe we distinguish ourselves
from mass and drug retailers with our well-trained sales associates, who offer educated service and trusted advice. We
plan to invest considerable capital and human resources in providing comprehensive associate training. We believe
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unique shopping experience.
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Highly-experienced management team. We underwent significant management realignment during the latter part of
2014, and we continue to grow our highly experienced and talented management team. We believe that our
management team has the expert knowledge, drive and experience across the retail industry necessary to successfully

execute on our key initiatives, effectively address the challenges that we face and continue to grow our business in an
increasingly competitive environment.
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Business Overview
The following charts illustrate the percentage of our net revenue generated by our three segments and the percentage

of our net United States retail nutritional supplements revenue generated by our product categories for the year ended
December 31, 2014:

* Includes domestic retail and GNC.com, but excludes Lucky Vitamin
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In 2014, we did not have a material concentration of sales from any single product or product line.
Segments
We generate revenues from our three segments, Retail, Franchise and Manufacturing/Wholesale. The following chart
outlines our segments and the historical contribution to our consolidated revenues by those segments, after
intercompany eliminations. For a description of operating income (loss) by segment, our total assets by segment, total
revenues by geographic area, and total assets by geographic area, see Note 16, "Segments," to our audited
consolidated financial statements included in this Annual Report.

Year ended December 31,

2014 2013 2012
(dollars in millions)
Retail $1,939.2 742 % $1,9268  73.4 % $1,7850 735 %
Franchise 432.8 16.6 % 436.9 16.6 % 406.3 16.8 %
xar‘?y“)fa““rmglw holesale (Third , ,, 9.2 % 263.1 10.0 % 236.9 9.7 %
Total revenue $2,6132 1000 % $2,6268  100.0 % $24282 1000 %

Although we believe that none of our segments are seasonal in nature, historically we have experienced, and expect to
continue to experience, a variation in our net sales and operating results from quarter to quarter. We believe that the
factors that influence this variability of quarterly results include general economic and weather conditions that affect
consumer spending, changing customer demands, the introduction of new merchandise or promotions, and actions of
competitors.
Retail

Our Retail segment generates revenues primarily from sales of products to customers at our company-owned
stores in the United States, Canada, Puerto Rico and Ireland and through our websites, GNC.com, LuckyVitamin.com
and DiscountSupplements.co.uk.
Locations
As of December 31, 2014, we operated 3,497 company-owned stores across all 50 states and the District of Columbia
in the United States, Canada, Puerto Rico and Ireland. Most of our company-owned stores in the United States are
between 1,000 and 2,000 square feet and are located primarily in shopping malls and strip shopping centers.
Traditional shopping mall and strip shopping center locations generate a large percentage of our total retail sales. With
the exception of our downtown stores, virtually all of our company-owned stores follow one of two consistent
formats, including one for mall locations and one for strip shopping center locations.
We periodically redesign our store graphics to better identify with our GNC customers and provide product
information to allow those customers to make educated decisions regarding product purchases and usage. Our product
labeling is consistent within our product lines, and our stores are designed to present a unified approach to packaging
with emphasis on added information for the customer. As an ongoing practice, we continue to reset all of our
company-owned stores to maintain a more modern and customer-friendly layout, while promoting our GNC Live
Well® theme.
Websites
GNC.com has become an increasingly significant part of our business. We may offer products on our website that are
not available at our retail locations, enabling us to broaden the assortment of products available to our customers. The
ability to purchase our products through the internet also offers a convenient method for repeat customers to evaluate
and purchase new and existing products. This additional sales channel has enabled us to market and sell our products
in regions where we have limited or no retail operations. Internet purchases are fulfilled and shipped directly from our
distribution centers to our consumers using a third-party courier service. In August 2011, we acquired S&G
Properties, LLC d/b/a LuckyVitamin.com and What's the Big Deal?, Inc. d/b/a Gary's "World of Wellness"
(collectively referred to as "Lucky Vitamin"), an online retailer of health and wellness products. The addition of the
Lucky Vitamin platform provides a wide range of nationally branded nutritional supplements with diverse selection of
wellness oriented products. In October 2013, we acquired Discount Supplements, a leading multi-brand sports

12
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nutrition e-commerce retailer in the United Kingdom. The addition of the DiscountSupplements.co.uk platform
expands our reach and growth opportunities in the e-commerce channel while broadening our customer demographics
and product offerings online.

9

13



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

Table of Contents

Franchise

Our Franchise segment is comprised of our domestic and international franchise operations, and generates revenues
primarily through product sales to franchisees, royalties on franchise retail sales and franchise fees.

As of December 31, 2014, there were 3,210 franchise stores, including 1,070 stores operating in the U.S. and 2,140
international franchise stores operating in over 50 international countries (including distribution centers where retail
sales are made). Our franchise stores in the United States are typically between 1,000 and 2,000 square feet, and
approximately 90% are located in strip shopping centers. The international franchise stores are typically smaller and,
depending upon the country and cultural preferences, are located in mall, strip shopping center, street or
store-within-a-store locations. In addition, some international franchisees sell on the internet and distribute to other
retail outlets in their respective countries. Typically, our international stores have a store format and signage similar to
our United States franchise stores. We believe that our franchise program enhances our brand awareness and market
presence and will enable us to continue to expand our store base internationally with limited capital expenditures. We
believe we have good relationships with our franchisees, as evidenced by our domestic franchisee renewal rate of
approximately 96% between 2009 and 2014. Currently we have approximately 500 franchisees operating stores in the
United States. We do not rely heavily on any single franchise operator in the United States, where our largest
franchisee owns and/or operates 20 store locations.

All of our franchise stores in the United States offer both our proprietary products and third-party products, with a
product selection similar to that of our company-owned stores. Our international franchise stores offer a more limited
product selection than our franchise stores in the United States, primarily due to regulatory constraints.

Franchises in the United States

Revenues from our franchisees in the United States accounted for approximately 62% of our total franchise revenues
for the year ended December 31, 2014. New franchisees in the United States are generally required to pay an initial
fee of $40,000 for a franchise license. Existing GNC franchise operators may purchase an additional franchise license
for a $30,000 fee. We typically offer limited financing to qualified franchisees in the United States for terms of up to
five years. Once a store begins operations, franchisees are required to pay us a continuing royalty of 6% of sales and
contribute 3% of sales to a national advertising fund. Our standard franchise agreements for the United States are
effective for an initial ten-year period with unlimited five-year renewal options. At the end of the initial term and each
of the renewal periods, the renewal fee is generally 33% of the franchisee fee that is then in effect. The franchisee
renewal option is generally at our election. Franchisees must meet certain conditions to exercise the franchisee
renewal option. Our franchisees in the United States receive limited geographical exclusivity and are required to
utilize the standard GNC store format.

Generally, we negotiate lease terms to secure locations at cost-effective rates, most of which we sublease to our
franchisees at cost. Franchisees must meet certain minimum standards and duties prescribed by our franchise
operations manual, and we conduct periodic field visit reports to ensure our minimum standards are maintained. If a
franchisee does not meet specified performance and appearance criteria, we are permitted to terminate the franchise
agreement. In these situations, we may take possession of the location, inventory and equipment, and operate the store
as a company-owned store or re-franchise the location.

International Franchises

Revenues from our international franchisees accounted for approximately 38% of our total franchise revenues for the
year ended December 31, 2014. In 2014, new international franchisees were required to pay an initial fee of
approximately $25,000 for a franchise license for each full size store and continuing royalty fees that vary depending
on the country. Our international franchise program has enabled us to expand into international markets with limited
capital expenditures. We expanded our international presence from 1,307 international franchise locations at the end
of 2009 to 2,140 international locations (including distribution centers where retail sales are made) as of December 31,
2014.

We enter into development agreements with international franchisees for either full-size stores or store-within-a-store
locations. We enter into distribution agreements for wholesale distribution centers and internet distribution. The
development agreement grants the franchisee the right to develop a specific number of stores in a territory, often the
entire country. The franchisee then enters into a franchise agreement for each location. The full-size store franchise

14
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agreement has an initial ten-year term with two five-year renewal options. At the end of the initial term and renewal
periods, the franchisee typically has the option to renew the agreement at 33% of the current initial franchise fee that
is then being charged to new franchisees. Franchise agreements for international store-within-a-store locations have an
initial term of five years, with two five-year renewal options. At the end of the initial term and each of the renewal
periods, the franchisee has the option to renew the agreement for up to a maximum of 50% of the franchise fee that is
then in effect. Our international franchisees often receive exclusive franchising rights to the entire country, excluding
United States military bases. Our international franchisees must meet minimum standards and duties similar to our
United States franchisees.
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Manufacturing/Wholesale

Our Manufacturing/Wholesale segment is comprised of our manufacturing operations in South Carolina and our
wholesale sales business. This segment supplies our Retail and Franchise segments as well as various third parties
with finished products. Our Manufacturing/Wholesale segment generates revenues through sales of manufactured
products to third parties, and the sale of our proprietary and third-party brand products to Rite Aid, Sam's Club,
PetSmart and www.drugstore.com. Our wholesale operations are supported primarily by our Anderson, South
Carolina distribution center.

Manufacturing

Our sophisticated manufacturing and warehousing facilities provide finished products to our Retail and Franchise
segments and enable us to control the production and distribution of our proprietary products, better control costs,
protect product quality, monitor delivery times and maintain appropriate inventory levels. Our combination of
in-house development of products, vertically integrated infrastructure and innovation capabilities support our business
strategy and enable the rapid development of proprietary products.

We operate two main manufacturing facilities in the United States, which are located in Greenville, South Carolina
and Anderson, South Carolina. We utilize our plants primarily for the production of proprietary products. Our
manufacturing operations are designed to ensure low-cost production of a variety of products of different quantities,
sizes and packaging configurations while maintaining strict levels of quality control. Our manufacturing procedures
are designed to promote consistency and quality in our finished goods. We conduct sample testing on raw materials
and finished products, including weight, purity and micro bacterial testing. Our manufacturing facilities also service
our wholesale operations, including the manufacture and supply of our proprietary and third-party brand products to
Rite Aid, Sam's Club, PetSmart and www.drugstore.com. Additionally, we use a portion of our capacity at these
facilities to produce products for sale to third-party customers.

The principal raw materials used in the manufacturing process are natural and synthetic vitamins, herbs, minerals and
gelatin. We maintain multiple sources for the majority of our raw materials, although certain materials are
single-sourced due to the unique nature of the material. In 2014, no single vendor supplied more than 10% of our raw
materials.

In 2013, we began to utilize a third-party transportation network that delivers raw materials and components to our
manufacturing facilities and also delivers our finished goods and third-party products to our distribution centers in lieu
of maintaining our own transportation fleet (herein referred to as the "Transportation Network Transition").
Wholesale

Franchise Store-Within-a-Store Locations. To increase brand awareness and promote access to customers who may
not frequent specialty nutrition stores, we entered into a strategic alliance with Rite Aid in December 1998 to open
GNC franchise "store-within-a-store" locations. As of December 31, 2014, we had 2,269 Rite Aid store-within-a-store
locations. Through this strategic alliance, we generate revenues from sales to Rite Aid of our products at wholesale
prices, the manufacture of Rite Aid private label products, retail sales of certain consigned inventory and license fees.
We are Rite Aid's sole supplier for a number of Rite Aid private label supplements. We recently extended our alliance
with Rite Aid through 2019 by exercising a five year option in the contract. Rite Aid has committed to open 50 new
stores each year from 2015 through 2019.

Products

We offer a wide range of high-quality nutritional supplements sold under our GNC proprietary brand names, including
Mega Men®, Ultra Mega®, Total Lean™, Pro Performance® and Pro Performance® AMP, Beyond Raw®, GNC
Puredge™, GNC GenetixHD®, Herbal Plus®, and under nationally recognized third-party brand names. We report our
sales in four major nutritional supplement categories: vitamins, minerals and herbal supplements ("VMHS"); sports
nutrition; diet; and other wellness. In addition, our retail sales offer an extensive mix of brands, including over 1,800
SKUs across multiple categories and products. Through our online channels, GNC.com, LuckyVitamin.com and
DiscountSupplements.co.uk, we offer additional SKUs to online customers. This variety is designed to provide our
customers with a wide selection of products to fit their specific needs and to generate a high number of transactions
with purchases from multiple product categories. Sales of our proprietary brands at our company-owned stores
represented over 55% of our net retail product revenues in each of the years ended 2014, 2013, and 2012. We have
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arrangements with our vendors to provide third-party products on an as-needed basis. We are not dependent on any
one vendor for a material portion of our third-party products.

Consumers may purchase a GNC Gold Card in any United States GNC store or at GNC.com for a $15.00 annual fee.
During 2013, we expanded our Gold Card Member Pricing model to be nationwide, evolving Gold Card from a fixed
20% discount during the first week of each month to an everyday variable discount Member Pricing model. Gold Card
members also receive personalized mailings and e-mails with product news, nutritional information and exclusive
offers.

11
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Based on data collected from our point of sales systems in our GNC stores and from GNC.com, the following table
compares our company-owned domestic retail product sales by major product category, and the percentages of our

company-owned domestic retail product sales for the years shown:

Year ended December 31,

U.S Retgll Product 2014 2013 2012
Categories:

($ in millions)
VMHS $649.1 37.9 % $663.6 38.6 % $624.6 38.8 %
Sports Nutrition Products 759.8 44.3 % 764.9 44.5 % 686.2 42.6 %
Diet Products 193.9 11.3 % 198.8 11.6 % 192.3 12.0 %
Other Wellness Products 110.6 6.5 % 92.1 53 % 105.9 6.6 %

Total U.S. Retail
revenues

The foregoing table shows revenue reported for the domestic portion of our retail segment and excludes additional
revenue, primarily wholesale sales revenue to our military commissary locations, revenue from Lucky Vitamin, whose
sales categories are not consistent with our point of sales system, and certain revenue adjustments that are recorded to
ensure conformity with generally accepted accounting principles in the United States, including deferral of our Gold
Card revenue to match the membership discount period of the card, and a reserve for customer returns. These
excluded amounts were, in the aggregate, $67.2 million for 2014 (including $68.5 million related to Lucky Vitamin);
$78.4 million for 2013 (including $63.1 million related to Lucky Vitamin); and $64.8 million for 2012 (including
$56.7 million related to Lucky Vitamin). These items are recurring in nature, and we expect to record similar
adjustments in the future.

VMHS

We sell vitamins and minerals in single vitamin and multi vitamin form and in different potency levels. Our vitamin
and mineral products are available in liquid, tablets, soft gelatin, hard-shell capsules and powder forms, and are
available in traditional bottle packaging form or in customized daily packet form ("Vitapak®"). Many of our special
vitamin and mineral formulations, such as Mega Men®, Ultra Mega® and Triple Strength Fish Oil are available at our
locations, select wholesale partner locations, and on GNC.com. In addition to our selection of VMHS products with
unique formulations, we also offer the full range of standard "alphabet" vitamins. We sell herbal supplements in
various solid dosage and soft gelatin capsules, tea and liquid forms. We have consolidated our traditional herbal
offerings under a single umbrella brand, Herbal Plus®. In addition to the Herbal Plus® line, we offer a full line of
whole-food-based supplements and herb and natural remedy products.

We also offer a variety of specialty products in our GNC and Preventive Nutrition® product lines. These products
emphasize third-party research and literature regarding the positive benefits from certain ingredients and include
products designed to provide nutritional support to specific areas of the body, such as joints, the heart and blood
vessels and the digestive system. Overall, GNC-branded proprietary products constituted approximately 80% of our
VMHS sales in 2014.

Sports Nutrition Products

Sports nutrition products are designed to be taken in conjunction with an exercise and fitness regimen. We typically
offer a broad selection of sports nutrition products, such as protein and weight gain powders, sports drinks, sports bars
and high potency vitamin formulations, including GNC brands such as Pro Performance®, Pro Performance® AMP
and Beyond Raw®, and popular third-party products. Our GNC-branded proprietary products, including Pro
Performance® branded products, represented approximately 34% of our sports nutrition product sales in 2014, and are
available at our locations, select wholesale partner locations, and on GNC.com. With a broad array of products and
our global retail footprint, we believe we are recognized as one of the leading retailers of sports nutrition products.
Diet Products

Our wide variety of diet products consist of various formulas designed to supplement the diet and exercise plans of
weight conscious consumers. We typically offer a variety of diet products, including pills, meal replacements, shakes,

$1,713.4 100.0 % $1,719.4 100.0 % $1,609.0 100.0 %
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diet bars, energy tablets and cleansing products. Our retail stores offer our proprietary and third-party brand products
suitable for different diet and weight management approaches, including products designed to increase thermogenesis
(a change in the body's metabolic rate measured in terms of calories) and metabolism. The diet category is cyclical,
with new products generating short-term sales growth before generally declining over time, making sales trends
within this category less predictable than in our other product categories. We have reduced our exposure to the diet
category with our GNC proprietary line, Total Lean™, which is more focused on meal replacement and represents a
more stable line of business. In 2014, company-owned domestic retail sales from diet products
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accounted for approximately 11% of sales, down significantly from 27% of sales in 2001. Overall, we estimate that
GNC-branded proprietary products constituted approximately 51% of our diet product sales in 2014.

Other Wellness Products

Our other wellness products category consists of sales of our Gold Card preferred membership and sales of other
non-supplement products, including cosmetics, food items, health management products, books, DVDs and
equipment.

Product Development

We believe that the introduction of innovative, high quality, clinically proven, superior performing products is a key
driver of our business. Customers widely credit us as being a leader in offering premium health products and rate the
availability of a wide variety of products as one of our biggest strengths. We work to identify shifting consumer trends
through market research and through interactions with our customers and leading industry vendors to assist in the
development, manufacturing and marketing of our new products. Our dedicated innovation team is the primary
facilitator of the development of proprietary products by collaborating with vendors to provide raw materials, clinical
and product development for proprietary GNC-branded products. Average development time for products is four to
seven months, but we may require six to 18 months (or longer) when development involves clinical trials. We also
work with our vendors to ensure a steady flow of third-party products for which we have preferred distribution rights.
In 2014, we targeted the development of specialty vitamins, diet solutions for the weight conscious, and sports
nutrition products. These efforts resulted in the introduction of several new Vitapak® Programs for wellness and
performance and the introduction of GNC Puredge™, a new brand consisting of whole-food-based sports nutrition
products. In addition, GNC developed condition specific formulations for the GNC Ultra Probiotic Complex line and
expanded sports offerings under the Pro Performance® AMP and Beyond Raw® brands. In 2014, we estimate that
GNC-branded products generated more than $1.2 billion of retail sales across company-owned retail, domestic
franchise locations, GNC.com and Rite Aid store-within-a-store locations.

Product Distribution

Products are delivered to our retail stores through our distribution centers located in Leetsdale, Pennsylvania,
Whitestown, Indiana, Anderson, South Carolina, and Phoenix, Arizona. Our distribution centers support our
company-owned stores as well as franchise stores and Rite Aid locations. Each of our distribution centers has a quality
control department that monitors products received from our vendors to ensure they meet our quality standards. Lucky
Vitamin is supported by a separate distribution center in Leetsdale, Pennsylvania that began operating in December
2011. In 2013, GNC transitioned from the use of a company-owned fleet to a third-party product transportation
network. In conjunction with the acquisition of Discount Supplements in October 2013, we lease an approximately
24,000 square foot facility in Braintree, Essex, U.K where Discount Supplements maintains its corporate headquarters
and fulfills the distribution of its products.

Research and Development

We have an internal research and development group that performs scientific research on potential new products and
enhancements to existing products, in part to assist our product development team in creating new products, and in
part to support claims that may be made as to the purpose and function of the product.

Employees

As of December 31, 2014, we had approximately 6,200 full-time and 10,300 part-time employees, of whom
approximately 14,500 were employed in our Retail segment, approximately 50 were employed in our Franchise
segment, approximately 1,400 were employed in our Manufacturing/Wholesale segment, and approximately 550 were
employed in corporate support functions. None of our employees belongs to a union or is a party to any collective
bargaining or similar agreement. We consider our relationship with our employees to be good.

Competition

The United States nutritional supplements retail industry is a large, highly fragmented and growing industry, with no
single industry participant accounting for a majority of total industry retail sales. Competition is based on price,
quality and assortment of products, customer service, convenience of store locations and websites, marketing support
and availability of new products. In addition, the market is highly sensitive to the introduction of new products.
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We compete with both publicly and privately owned companies, which are highly fragmented in terms of
geographical market coverage and product categories. We also compete with other specialty retailers, supermarkets,
drugstores, mass merchants, multi-level marketing organizations, mail-order companies, other internet sites and a
variety of other smaller participants. In the United States, many of our competitors have national brands that are
heavily advertised and are manufactured by large pharmaceutical and food companies and other retailers. Most
supermarkets, drugstores and mass merchants have narrow product offerings limited primarily to simple vitamins,
herbs and popular third-party diet products. Our international competitors also
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include large international pharmacy chains and major international supermarket chains, as well as other large
U.S.-based companies with international operations. Our wholesale and manufacturing operations compete with other
wholesalers and manufacturers of third-party nutritional supplements.

Trademarks and Other Intellectual Property

We believe trademark protection is particularly important to the maintenance of the recognized brand names under
which we market our products. We own or have rights to material trademarks or trade names that we use in
conjunction with the sale of our products, including the GNC brand name. We also rely upon trade secrets, know-how,
continuing technological innovations and licensing opportunities to develop and maintain our competitive position.
We protect our intellectual property rights through a variety of methods, including trademark, patent and trade secret
laws, as well as confidentiality agreements and proprietary information agreements with vendors, employees,
consultants and others who have access to our proprietary information. Protection of our intellectual property often
affords us the opportunity to enhance our position in the marketplace by precluding our competitors from using or
otherwise exploiting our technology and brands. We are also a party to several intellectual property license
agreements relating to certain of our products. The duration of our trademark registrations is generally 10, 15 or

20 years, depending on the country in which the marks are registered, and we can renew the registrations. The scope
and duration of our intellectual property protection varies throughout the world by jurisdiction and by individual
product.

Insurance and Risk Management

We purchase insurance to cover standard risks in the nutritional supplements industry, including policies to cover
general and product liability, workers' compensation, auto liability, network security and privacy liability and other
casualty and property risks. Our insurance rates are dependent upon our safety record and trends in the insurance
industry. We also maintain workers' compensation insurance and auto insurance policies that are retrospective in that
the cost per year will vary depending on the frequency and severity of claims in the policy year.

We face an inherent risk of exposure to product liability claims in the event that, among other things, the use of
products sold by us results in injury. We carry product liability insurance coverage typical of our industry and product
lines. Our coverage involves self-insured retentions with primary and excess liability coverage above the retention
amount. We have the ability to refer claims to most of our vendors and their insurers to pay the costs associated with
any claims arising from such vendors' products. In most cases, our insurance covers such claims that are not
adequately covered by a vendor's insurance and provides for excess secondary coverage above the limits provided by
our product vendors.

We self-insure certain property and casualty risks due to our analysis of the risk, the frequency and severity of a loss
and the cost of insurance for the risk. We believe that the amount of self-insurance is not significant and will not have
an adverse impact on our performance. In addition, we may from time to time self-insure liability with resp