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Cautionary Note on Forward-Looking Statements 
This communication contains certain statements that are “forward-looking” statements within the meaning of the federal 
securities laws, including Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 
1934, as amended. These forward-looking statements are based upon current expectations and include all statements that are
not historical statements of fact and those regarding the intent, belief or expectations, including, without limitation, statements 
that are accompanied by words such as “will,” “expect,” “outlook,” “anticipate,” “intend,” “plan,” “believe,” “seek,” “see,” “will,” 
“would,” “target,” or other similar words, phrases or expressions and variations or negatives of these words. These forward-
looking statements include, but are not limited to, statements regarding the Company’s divestiture of its Nutrition business, future
opportunities and anticipated future performance. Readers of this communication should understand that these statements 
are not guarantees of performance or results. Many risks and uncertainties could affect actual results and cause them to vary
materially from the forward-looking statements.

These risks and uncertainties include, among other things: impacts from the COVID-19 pandemic (including the response of 
governmental authorities to combat and contain the pandemic, the closure of fitness centers in the Company’s national network
(or operational restrictions imposed on such fitness centers), reclosures and potential additional reclosures as a result of surges in
positive COVID-19 cases) on the Company’s business, operations or liquidity; the risks associated with changes in macroeconomic 
conditions (including the impacts of any recession or changes in consumer spending resulting from the COVID-19 pandemic),
widespread epidemics, pandemics (such as the current COVID-19 pandemic) or other outbreaks of disease, geopolitical turmoil,
and the continuing threat of domestic or international terrorism; the Company’s ability to collect accounts receivable from
its customers and amounts due under its sublease agreements; the market’s acceptance of the Company’s new products and 
services; the Company’s ability to develop and implement effective strategies and to anticipate and respond to strategic changes, 
opportunities, and emerging trends in the Company’s industry and/or business, as well as to accurately forecast the related impact 
on the Company’s revenues and earnings; the impact of any impairment of the Company’s goodwill, intangible assets, or other long-
term assets; the Company’s ability to attract, hire, or retain key personnel or other qualified employees and to control labor costs; 
the effectiveness of the reorganization of the Company’s business and the Company’s ability to realize the anticipated benefits; 
the Company’s ability to effectively compete against other entities, whose financial, research, staff, and marketing resources
may exceed its resources; the impact of legal proceedings involving the Company and/or its subsidiaries, products, or services, 
including any claims related to intellectual property rights, as well as our ability to maintain insurance coverage with respect to
such legal proceedings and claims on terms that would be favorable to us; the impact of severe or adverse weather conditions,
the current COVID-19 pandemic, and the potential emergence of additional health pandemics or infectious disease outbreaks on 
member participation in the Company’s programs; the risks associated with deriving a significant concentration of revenues from
a limited number of the Company’s customers, many of whom are health plans; the Company’s ability and/or the ability of its 
customers to enroll participants and to accurately forecast their level of enrollment and participation in the Company’s programs 
in a manner and within the timeframe anticipated by the Company; the Company’s ability to sign, renew and/or maintain contracts 
with its customers and/or the Company’s fitness partner locations under existing terms or to restructure these contracts on terms 
that would not have a material negative impact on the Company’s results of operations; the ability of the Company’s health plan 
customers to maintain the number of covered lives enrolled in those health plans during the terms of the Company’s agreements; 
the Company’s ability to add and/or retain paid subscribers in its Prime Fitness program; the impact of a reduction in Medicare 
Advantage health plan reimbursement rates or changes in plan design; the impact of any new or proposed legislation, regulations 
and interpretations relating to Medicare, Medicare Advantage, Medicare Supplement, and privacy and security laws; the impact of 
healthcare reform on the Company’s business; the risks associated with potential failures of the Company’s information systems 
or those of our third-party vendors, including as a result of telecommuting issues associated with the Company’s employees 
working remotely, which may include a failure to execute on policies and processes in a work-from-home or remote model; the 
risks associated with data privacy or security breaches, computer hacking, network penetration and other illegal intrusions of the 
Company’s information systems or those of third-party vendors or other service providers, including those risks that result from 
the increase in personnel working remotely, which may result in unauthorized access by third parties, loss, misappropriation, 
disclosure or corruption of customer, employee or the Company’s information, or other data subject to privacy laws and may lead to
a disruption in the Company’s business, costs to modify, enhance, or remediate its cybersecurity measures, enforcement actions, 
fines or litigation against the Company, or damage to its business reputation; the risks associated with changes to traditional 
office-centered business processes and/or conducting operations out of the office in a work-from-home or remote model by us
or our third party vendors during adverse situations (e.g., during a crisis, disaster, or pandemic), which may result in additional 
costs and/or may negatively impact productivity and cause other disruptions to the Company’s business; the Company’s ability 
to enforce its intellectual property rights; the risk that the Company’s indebtedness may limit the Company’s ability to adapt to
changes in the economy or market conditions, expose the Company to interest rate risk for the variable rate indebtedness and 
require a substantial portion of cash flows from operations to be dedicated to the payment of indebtedness; the Company’s ability 
to service its debt, make principal and interest payments as those payments become due, and remain in compliance with its debt
covenants; the Company’s ability to obtain adequate financing to provide the capital that may be necessary to support its current 
or future operations; counterparty risk associated with the Company’s interest rate swap agreements; and other risks detailed in 
the Company’s filings with the Securities and Exchange Commission. 

For additional information about factors that could cause actual results to differ materially from those described in the forward-
looking statements, please refer to the Company’s filings with the SEC. Except as required by law, the Company undertakes no 
obligation to update any such forward-looking statements to reflect new information, subsequent events or circumstances.
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Message from  
our Chairman of 
the Board
To Fellow Stockholders,
I hope this finds you and your family safe and 

healthy. We all hope we are at the end of the

pandemic and that we can once again gather with

family and friends and enjoy a more engaged 

and connected lifestyle. In March 2020 I joined

the Board of Directors of Tivity Health; while the

start of 2020 was a difficult time for our company, 

I am proud to report that our Board was actively 

engaged in successfully addressing head-on key

issues on behalf of all shareholders and that we

were able to attract and hire a terrific leader with 

our new CEO Richard Ashworth. 

Tivity Health is a company with great potential

whose success is a result of our unique assets 

and dedicated colleagues who focus every day

on providing high-value engagement to members 

through our flagship brand SilverSneakers®, as 

well as Prime® Fitness, WholeHealth Living® and 

Wisely Well™. As the largest and most well-known

senior fitness platform, we are ideally positioned 

to benefit from the ongoing growth in Medicare

Advantage for many years to come. 

This past year was a challenging and unique 

year. Our colleagues, members, gym partners 

and clients had to assess, manage, and learn 

from the abrupt and sudden impact of a world-

wide pandemic. Throughout this time, our Board 

remained focused and diligent with our actions 

and Tivity Health performed exceptionally well. 

We made significant progress in advancing our 

strategic, operational, and financial objectives 

during 2020, and I am excited about what our 

company has the potential to achieve in 2021 and

the coming years.

Highlights from 2020 include:
• A Refreshed Board — In March 2020, Erin

Russell and I were appointed to the Board 

of Directors of Tivity Health, bringing 

significant additional expertise to the Tivity 

Health Board in the areas of corporate

finance, strategy, disciplined operations, 

and corporate governance. I was appointed

as chairman of the Board of Tivity Health 

effective April 2, 2020, and Erin Russell was

appointed as Chair of the Audit Committee

effective May 21, 2020. Our Board of Directors 

is comprised of a group of dedicated and 

highly qualified individuals who bring a 

diverse set of experiences and perspectives. 

Our Board members’ engagement, counsel 

and guidance were vital throughout 2020 as

our company navigated the impact of the 

pandemic, the divestiture of our Nutrition 

business, leadership changes, societal 

concerns, and elevated expectations around 

environmental, social and governance 

activities and practices (“ESG”).

• Richard Ashworth — During 2020, we

experienced a change in leadership at Tivity

Health. Following a thorough search, in

June 2020, Richard Ashworth became our 

President and Chief Executive Officer. Our 

Board, with great confidence, believes that 

Richard is the right leader to guide Tivity 

Health through its next phase of growth.

Richard has a long track record of operational

excellence and delivering accretive growth at

Walgreens. He has the ability to understand 

and to focus on what is important to our 

success, leveraging our key assets while

embracing changing technology. Richard also 

understands the importance of maintaining 

and attracting talented team members and

that the collective Tivity Health team will

deliver long-term value to our shareholders 
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through building profitable, sustainable 

revenue streams with expense efficiency, 

while prudently investing in the business to

maintain our high-quality assets. 

• Sale of Nutrisystem — In December 2020,

we successfully completed the sale of 

the Nutrition division, which included 

the Nutrisystem® and South Beach Diet® 

programs. This transaction meaningfully 

improved our balance sheet, significantly 

lowering our leverage ratio. In addition to 

divesting the Nutrition division, we also

realigned our organizational structure and

resources to best deliver on our growth

opportunities, and we expect to continue to

achieve strong operational performance as a 

result of our continued disciplined approach

to managing the business.

• Enhanced Board Oversight — We greatly 

value the input we receive from our 

investors on our business and strategy.

Shareholder engagement remains a priority 

for Tivity Health, and we are in frequent 

communication with our investors on key

matters, including our strategic direction, 

executive compensation, and ESG. Our goal is 

to continue to connect pay and performance 

and enhance the alignment of our executive 

compensation program with the long-term 

interests of all shareholders.

We believe that Tivity Health today is a well-

capitalized company that is positioned for 

growth and I am extremely proud of the progress 

we’ve made in repositioning the business and 

accelerating the positive change since Richard 

Ashworth became CEO. We will make every effort 

to maximize the financial performance of our 

businesses, maintain a healthy balance sheet, and 

deliver long-term value to our shareholders. On

behalf of Tivity Health’s Board and management 

team, I thank you for your continued support.

Anthony M. Sanfilippo
Board Chairman
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Message from our 
Chief Executive 

To Fellow Stockholders,
This is my first letter to you as President & 

CEO of Tivity Health and it is an honor to serve 

and lead this amazing company. I made the

decision to join Tivity Health because I believe

it has significant impact, through its powerful

brands, life-changing solutions and talented 

colleagues, to help solve important problems for 

our members and clients and ultimately make 

the world a better place. My last ten months 

with Tivity Health have confirmed there was no 

better company for me to join. I am continually 

inspired by the resilience and dedication 

demonstrated by our colleagues, and the positive 

impact our SilverSneakers brand has on the daily 

lives of nearly 18 million eligible members. 

The COVID-19 pandemic created unique and

unprecedented challenges. We responded 

by demonstrating our commitment to our 

colleagues, members, clients, and shareholders

through our actions and investments. Despite

these challenges, the discipline of our executive 

team and colleagues coupled with their intense

focus on our long-term strategic goals was

evidenced by the following achievements in 2020:

• Operational discipline and performance 

were a key focus as income from continuing

operations margin improved from 7.1% 

of revenues for 2019 to 13.0% of revenues 

for 2020. Cash flows from operating

activities improved from $82.3 million 

for 2019 to $169.4 million for 2020.

• We sold Nutrisystem in December 2020, 

which strengthened our balance sheet to 

support future growth. Following the sale,

we repaid $519 million of term loan debt 

and ended the year with a net leverage ratio 

(as defined in our credit agreement) of 2.36. 

In January 2021, we voluntarily prepaid 

$45 million of our term loan debt, which 

prepaid all scheduled quarterly installments 

due through September 30, 2022.

• As fitness locations closed as a result of 

the pandemic, we quickly adapted to 

the changing needs of our members and 

clients by launching a new and dynamic

suite of virtual offerings, which we will 

continue to offer in the future. Virtual

visits grew significantly, from 12,000 in 

the first quarter of 2020 to 804,000 in the

fourth quarter of 2020. We believe these 

digital offerings allowed our homebound

members to stay active and connected

with the help of SilverSneakers, and we 

expect them to be a significant contributor 

to our new digitally-enabled member 

engagement platform going forward. 

• We maintained a national fitness network

of over 16,000 locations at the end of 

2020, a decrease of only 1% from the end 

of 2019, despite a significant number of 

fitness centers in the United States closing 

permanently as a result of economic 

challenges from the pandemic. In addition, 

we extended the terms of several key 

fitness center contracts during 2020.

• We developed a new strategy and began

expanding our focus beyond fitness

and gym access to becoming a leading

member-focused platform engagement 

company with omnichannel capabilities.

• We will expand beyond fitness by establishing 

a digital engagement platform that 

enables personalized member interaction 

with each of our offerings, and we will 
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partner with other payors and service 

providers to aggregate services to members 

under the SilverSneakers umbrella.

• We will accelerate growth in our core

SilverSneakers and Prime Fitness businesses

by expanding and strengthening our fitness 

partner network, continuing to grow and 

scale our new virtual offerings, and expanding 

our popular community-based offerings. 

• The continued development of our suite of 

digital offerings will enable a more tailored, 

interactive, and impactful experience across 

a variety of areas, including fitness, social

connection, community involvement,

volunteering, and enrichment. 

• We plan to accelerate growth in our 

WholeHealth Living offering through market 

share expansion and improved technology. 

It is also our goal to set an example for how a

public company like Tivity Health can address 

important social issues. Through our Tivity Cares 

program, we hold ourselves socially responsible

and are committed to operating our organization

in an honorable and ethical manner along with 

advancing vitality and better health for all. There 

is more work to be done, and my pledge as CEO

is to ensure we advance diversity and inclusion 

within Tivity Health and cultivate a trusting 

environment where all perspectives are welcome. 

I look forward to sharing with you regular updates

on our progress throughout 2021.

The best way to predict your future is to 

create it, and rest assured, we are creating 

a bright future for Tivity Health. Thank 

you for your continued support.

Richard Ashworth
President & Chief Executive Officer
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Who We Are

Amazing Assets, Brands and Scaled 
Relationships.

Market Leader with Long-term Health  
Plan Relationships.

Attractive Tailwinds from Strong Medicare 
Advantage Growth.

Value Proposition That Resonates With 
Members and Payors.

Expansive Digital Programming 
Opportunities.

Strong Balance Sheet, Asset Light Model 
and Resilient Free Cash Flow.

Streamlined, Efficient Organization 
Optimized for Growth.

Investment Highlights

Franklin, TN
Corporate

Headquarters

~350
Total

Colleagues

$455M – $485M
2021 Revenue

Guidance

$150M – $155M
2021 Adjusted 

EBITDA Guidance1

The gold standard in senior fitness 
programs promoting physical and

social well-being

An affordable, convenient gym 
network benefit with 12,000 gyms

nationwide

Holistic wellness solutions

1. See Appendix for a reconciliation of non-GAAP financial measures.

Weekly
SilverSneakers
virtual events

~2.5K
Eligible SilverSneakers

members expected
by the end of 2021

~18M
SilverSneakers-

affiliated Fitness
centers 

~16K
WholeHealthLiving 

lives

~9M
Eligible 

Prime members

~40M

Convenient senior nutrition solutions 
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Environmental, Social and Governance 
(ESG) Highlights
COVID-19 Response
Formed a Pandemic Response Plan and Taskforce to ensure the availability and functioning of our critical
infrastructure, to promote the safety and security of our colleagues and to support the communities in
which we operate.

• Transitioned vast majority of colleagues to a remote working arrangement during the pandemic.

• Enhanced safety protocols for critical on-site work.

• Launched and promoted a suite of new digital engagement opportunities for SilverSneakers.

• Focused on preserving our liquidity and managing our cash flow including temporarily reducing
compensation through furloughs and salary reductions, curtailing capital expenditures, and managing

working capital.
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Tivity Cares
The heart of Tivity Health is our corporate social responsibility (“CSR”) vehicle, which embodies our 
commitment to being a good corporate citizen through delivering value to all stakeholders.

We hold ourselves socially responsible and are committed to operating our business in an honorable and
ethical manner along with advancing vitality and better health for all.

• Mission — We empower adults and enable healthy living while optimizing social value.

• Vision — To set the standard of strategy-driven CSR programs that unite sectors, transform lives, and inspire
the next generation.

Community Partners
Through Tivity Cares, we partner with organizations within our communities such as:

• Mercy Community Healthcare, which provides complete primary healthcare as a federally-qualified health
center for patients of all ages, regardless of ability to pay.

• Foundation for Senior Living, which provides home and community-based services and develops energy-
efficient, affordable housing to promote health and independence and dignity for all.

Colleague Activism
Our colleagues are passionate about giving back to their communities and Tivity Health provides a 
corporate service day of eight hours for every colleague to volunteer with a charitable organization of his 
or her choice. 

Healthy Aging Coalition
A collaborative alliance that focuses on educating and advocating to build a national awareness around 
the key challenges and issues that impact aging adults with a focus on those in rural, underserved and 
minority communities. 

Diversity and Inclusion
We are proud to be among the 1,500 companies who have joined the CEO Action for Diversity and 
Inclusion Pledge, the largest CEO-driven business commitment to advance diversity and inclusion in the 
workplace. Additionally, we launched a series of initiatives during 2020 including:

• Started an unconscious bias training program for all colleagues.

• Formed a diversity council of colleagues from all areas of the company to work with leadership to increase 
diversity and inclusion within Tivity Health.

• Launched a listening and learning series for colleagues who meet monthly to engage in meaningful 
discussions about various factors of diversity.
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2020 Financial Highlights

2020A

$438(1)

Total Healthcare Business Revenue 
(in millions)

2016A 2017A 2018A 2019A

$501
$557 $606 $633

2016A – 2019A CAGR: 8.1%

Total Healthcare Business Adj. EBITDA 
(in millions)

$107
$129 $142 $143

2016A(2) 2017A(2) 2018A(2) 2020A(2)2019A(2)

$148 

2016A – 2019A CAGR: 10.2%

$92

Total Healthcare Adj. EBITDA Less CAPEX 
(in millions)

2016A 2017A 2018A 2020A2019A

$123 $133 $139 $128

2016A – 2019A CAGR: 11.6%

• Delivered solid results for 2020, exceeding financial guidance 

ranges for revenue and adjusted EBITDA.

• Well-positioned with a leverage ratio below 2.4x.

• In-person gym visits totaled 45.9 million for 2020.  

• Billable digital visits totaled 1.7 million for 2020, with 36% of 

virtual visit participants being new to SilverSneakers. Growth in 

virtual visits has continued into 2021 with January visits totaling 

0.4 million, an increase of 25% as compared to December 2020.

• Cash on hand totaled $100.4 million at the end of the year.  In 

January 2021, the Company prepaid $45.0 million of principal 

amortization of term loan debt.  The Company’s next quarterly 

installment is due in December of 2022.

Full Year 2020 Full Year 2019

Revenue $437.7M $633.1M

Adjusted EBITDA (2) $147.9M $142.6M

Adjusted EBITDA Margin (2) 33.8% 22.5%

Free Cash Flow (2) $152.4M $57.6M

Net Debt (2) $366M $1.05B

Leverage Ratio(3) 2.36x 4.35x

1. Revenues in 2020 were negatively impacted by the effects of COVID-19 in both the Company’s SilverSneakers and Prime Fitness 
business lines.

2. Adjusted EBITDA, adjusted EBITDA margin, free cash flow, and net debt are non-GAAP financial measures. See Appendix for a 
reconciliation of non-GAAP financial measures.

3. Leverage Ratio calculated as defined in our credit agreement.
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Partner Locations are reopening with 
74% of our 16K+ locations reporting 
at least one SilverSneakers visit for 
the month of December 2020.

36% of participants were brand 
new to SilverSneakers through our 
SilverSneakers Virtual with Instructor 
channel in the fourth quarter.

Members who have returned to the 
gym are averaging a similar number 
of visits per month compared to 
their pre-COVID frequency.

From its introduction, SilverSneakers 
Virtual with Instructor has experienced 
an average monthly growth rate of 39%.

In-Person Participating Location Visits (000s)
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20
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20
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20
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Monthly                                   Visits
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This past year, Tivity Health began its transformation from a gym-access 

company to a member-focused, platform engagement company — utilizing data, 

loyalty and partnerships across all brands to engage members. Below outlines 

the Company’s top strategic priorities as we execute on our vision for the future.

Core Fitness
Accelerate SilverSneakers and Prime Fitness growth  
through broader suite of offerings and engagement

• Expand and strengthen partner location network by improving technology and data sharing. 

• Scale virtual SilverSneakers classes.

• Expand community offerings with additional FLEX in-person community classes and activities.

Digital Transformation
Expand digital-first offerings in fitness and beyond

• Virtual personal training and provide individualized feedback and encouragement.

• Digital peer-to-peer communities drive online and in-person connection opportunities.

• Mental enrichment through senior-oriented online content that helps seniors live their  
best life.

WholeHealth Living 
Accelerate existing network expansion through  

engagement and operational enhancements

• Expand market share with new clients, additional geographies and therapies of  
existing clients.

• Expand and strengthen network coverage nationwide.

• Drive thought leadership for Complementary and Alternative Medicine benefits and deliver 
personalized recommendations.

• Drive operating scale and efficiency with updated technical capabilities.

Additional Networks
Pilot new offerings via new networks

• Expand types of networks and benefits coordinated and plans served.

• Re-envision and expand Wisely Well nutrition offering.

• Become the coordinator of supplementary benefit services on behalf of health plans.

Top Strategic Priorities 
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Tivity Health, Inc.  
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
 
We have audited the accompanying consolidated balance sheets of Tivity Health, Inc. and its subsidiaries (the 
“Company”) as of December 31, 2020 and 2019, and the related consolidated statements of operations, 
comprehensive income (loss), changes in stockholders’ equity and cash flows for each of the three years in the 
period ended December 31, 2020, including the related notes (collectively referred to as the “consolidated financial 
statements”). We also have audited the Company's internal control over financial reporting as of December 31, 
2020, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO).   

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of the Company as of December 31, 2020 and 2019, and the results of its operations and its cash 
flows for each of the three years in the period ended December 31, 2020 in conformity with accounting principles 
generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2020, based on criteria established in 
Internal Control - Integrated Framework (2013) issued by the COSO. 
 
Change in Accounting Principle 
 
As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in which it 
accounts for leases in 2019. 

Basis for Opinions
 
The Company's management is responsible for these consolidated financial statements, for maintaining effective 
internal control over financial reporting, and for its assessment of the effectiveness of internal control over financial 
reporting, included in Management’s Annual Report on Internal Control over Financial Reporting appearing under 
Item 9A. Our responsibility is to express opinions on the Company’s consolidated financial statements and on the 
Company's internal control over financial reporting based on our audits. We are a public accounting firm registered 
with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent 
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and 
regulations of the Securities and Exchange Commission and the PCAOB. 
 
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of 
material misstatement, whether due to error or fraud, and whether effective internal control over financial 
reporting was maintained in all material respects.   
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material 
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures 
that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts 
and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting 
principles used and significant estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements. Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and 
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our 
audits also included performing such other procedures as we considered necessary in the circumstances. We believe 
that our audits provide a reasonable basis for our opinions. 

Definition and Limitations of Internal Control over Financial Reporting
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 



accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

Critical Audit Matters
 
The critical audit matter communicated below is a matter arising from the current period audit of the consolidated 
financial statements that was communicated or required to be communicated to the audit committee and that (i) 
relates to accounts or disclosures that are material to the consolidated financial statements and (ii) involved our 
especially challenging, subjective, or complex judgments. The communication of critical audit matters does not alter 
in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by 
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the 
accounts or disclosures to which it relates. 
 
First Quarter Goodwill and Indefinite-Lived Intangible Asset Impairment Assessments – Nutrition Reporting 
Unit and Nutrisystem Indefinite-Lived Tradename 
 
As described in Notes 1 and 12 to the consolidated financial statements, management reviews goodwill and 
indefinite-lived intangible assets for impairment during the fourth quarter of each year or more frequently 
whenever events or circumstances indicate that the carrying value of goodwill and indefinite-lived intangible assets 
may not be recoverable. As a result of the COVID-19 pandemic, in March 2020, the Company experienced a 
significant decline in market capitalization and in the actual and forecasted operating results, in addition to the 
unfavorable change in market conditions. As a result, management concluded that there were triggering events 
during the first quarter of 2020 necessitating an impairment evaluation of its goodwill and indefinite-lived 
intangible assets. Following these evaluations, management recorded a total impairment loss of $199.5 million 
related to the Nutrisystem goodwill and indefinite-lived tradename during the first quarter of 2020. Fair value of 
the Nutrition reporting unit was estimated by management using a discounted cash flow model and market-based 
approaches.  Estimating fair value for the Nutrition reporting unit required significant judgment and assumptions 
related to management’s estimated future cash flows which is dependent upon internal forecasts of projected 
income, estimation of the long-term growth rates of future revenues, the terminal growth rate of revenue, the tax 
rate, and determination of the weighted average cost of capital, as well as relevant comparable company revenue 
and earnings multiples and market participant acquisition premium for the market-based approach used in the 
valuation of goodwill.  Fair value of the Nutrisystem indefinite-lived tradename was estimated by management 
using the relief-from-royalty method under the income approach.  Estimating the fair value of the Nutrisystem 
indefinite-lived tradename required significant assumptions related to the long-term growth rates of future 
revenues associated with the tradename, the terminal growth rate of revenue, the royalty rate for such revenue, the 
tax rate, and the discount rate. 
 
The principal considerations for our determination that performing procedures relating to the first quarter goodwill 
and indefinite-lived intangible asset impairment assessments of the Nutrition reporting unit and the Nutrisystem 
indefinite-lived tradename is a critical audit matter are (i) the significant judgment applied by management when 
developing the fair value estimates, (ii) significant auditor judgment, subjectivity, and effort in performing 
procedures and evaluating  management’s significant assumptions related to internal forecasts of projected income, 
the long-term growth rates of future revenues, the weighted average cost of capital, as well as relevant comparable 
company revenue and earnings multiples and market participant acquisition premium for the valuation of the 
goodwill and the long-term growth rates of future revenues associated with the tradename, the royalty rate for such 
revenue, and the discount rate for the valuation of the Nutrisystem indefinite-lived tradename, and (iii) the audit 
effort involved the use of professionals with specialized skill and knowledge. 
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with 



forming our overall opinion on the consolidated financial statements. These procedures included testing the 
effectiveness of controls relating to management’s goodwill and indefinite-lived intangible asset impairment 
assessments, including controls over the development of the assumptions related to the valuation of goodwill and 
indefinite-lived intangible assets, including internal forecasts of projected income, the long-term growth rates of 
future revenues, the weighted average cost of capital, as well as relevant comparable company revenue and earnings 
multiples and market participant acquisition premium for goodwill and the long-term growth rates of future 
revenues associated with the tradename, the royalty rate for such revenue, and the discount rate for the 
Nutrisystem indefinite-lived tradename. These procedures also included, among others (i) testing management’s 
process for developing the fair value estimates, (ii) evaluating the appropriateness of the valuation models, (iii) 
testing the completeness, accuracy, and relevance of underlying data used in estimating the fair values, and (iv) 
evaluating the significant assumptions used by management related to internal forecasts of projected income, the 
long-term growth rates of future revenues, the weighted average cost of capital, as well as relevant comparable 
company revenue and earnings multiples and market participant acquisition premium for the valuation of the 
goodwill and the long-term growth rates of future revenues associated with the tradename, the royalty rate for such 
revenue, and the discount rate for the valuation of the Nutrisystem indefinite-lived tradename.  Evaluating 
management’s assumptions related to internal forecasts of projected income, the long-term growth rates of future 
revenues, the weighted average cost of capital, as well as relevant comparable company revenue and earnings 
multiples and market participant acquisition premium for goodwill and the long-term growth rates of future 
revenues associated with the tradename, the royalty rate for such revenue, and the discount rate for the 
Nutrisystem indefinite-lived tradename involved evaluating whether the assumptions used by management were 
reasonable considering (i) the current and past financial performance, (ii) the consistency with external market and 
industry data, and (iii) whether these assumptions were consistent with evidence obtained in other areas of the 
audit. Professionals with specialized skill and knowledge were used to assist in evaluating the appropriateness of the 
valuation models and evaluating the reasonableness of certain significant assumptions related to the weighted 
average cost of capital as well as relevant comparable company revenue and earnings multiples and market 
participant acquisition premium for goodwill and the royalty rate for revenues associated with the tradename and 
the discount rate for the Nutrisystem indefinite-lived tradename. 
 
 
/s/ PricewaterhouseCoopers LLP
Nashville, Tennessee  
March 2, 2021 
 
We have served as the Company’s auditor since 2014.
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Shareholder Lawsuits: Weiner Lawsuit and Consolidated Derivative Lawsuit  
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/s/ Richard M. Ashworth

/s/ Richard M. Ashworth 

/s/ Adam C. Holland 

/s/ Ryan M. Wagers 

/s/ Anthony M. Sanfilippo 

/s/ Sara J. Finley

/s/ Robert J. Greczyn, Jr.

/s/ Peter A. Hudson, M.D.

 
/s/ Beth M. Jacob 

/s/ Bradley S. Karro 

/s/ Benjamin A. Kirshner 
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